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What went wrong?

AMassive global imbalance fueled excessive spending and borrowing
In the US and other debtor countries
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What went wrong?

ACollapse of US housing bubble caused massive bank losses and
global contagion
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What went wrong?

ACredit markets seized up as banks became unwilling to lend
AGood news: some easing of credit conditions
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What now?

ADeveloped countries in deep recession
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What now?

AGovernments act:
Guarantee of debts
Inject capital into banks
Purchase commercial paper
Massive fiscal stimulus
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What risks remain?

ADeflation
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What risks remain?

ADeflation
AGlobal trade at risk due to economic downturn and credit conditions
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What risks remain?

ADeflation

AGlobal trade at risk due to economic downturn and credit conditions
ACommodity exporters troubled
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What about emerging markets?
AThey haven't decoupled after all

Emerging Market Sovereign Ratings
S&P and Moody's upgrades less downgrades
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What about emerging markets?

ACapital flight leads to drop in equity prices and currencies

Emerging Market Equities
MSCI EM Index (USS terms), end-2006=100
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What about emerging markets?

ADrop in commodity prices hurts Russia and Gulf countries
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Impact of $40pb Decrease in Oil Price on Net Trade
& billion, annual rate
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What about emerging markets?

AShift in global consumer spending growth

Retail Sales
percent change over a year ago, nominal ferms
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What about emerging markets?

APolitical and investment climate might change
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What about China?

ASurprisingly sharp slowdown due to drop in export growth
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What about China?

ASurprisingly sharp slowdown due to drop in export growth
ASlowdown in migration from rural to urban areas
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What about China?

ASurprisingly sharp slowdown due to drop in export growth
ASlowdown in migration from rural to urban areas

AGovernment seeks to offset drop in export demand with fiscal
stimulus
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What about China?

ASurprisingly sharp slowdown due to drop in export growth
ASlowdown in migration from rural to urban areas

AGovernment seeks to offset drop in export demand with fiscal
stimulus

AGood news: drop in inflation
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What about China?

ASurprisingly sharp slowdown due to drop in export growth
ASlowdown in migration from rural to urban areas

AGovernment seeks to offset drop in export demand with fiscal
stimulus

AGood news: drop in inflation
AExpect currency appreciation to halt temporarily
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What about China?

ABusiness
Shift away from export oriented manufacturing
Government support for Chinese companies
Rapid development of service sector

Troubled global economy increases risk of backlash
against reform
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What about India?

ASlowdown due to credit conditions and drop in global demand
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What about India?

ASlowdown due to credit conditions and drop in global demand
AGood news: relatively immune to global economy
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What about India?

ASlowdown due to credit conditions and drop in global demand
AGood news: relatively immune to global economy
ALonger term: bottlenecks and excessive regulation hurt growth
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What about India?

ABusiness
Indian conglomerates become global players
Strength for manufacturing, life sciences, retalil
Uncertainty for foreign companies
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What about Russia?

AGrowth was due to oil and gas price
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What about Russia?

AGrowth was due to oil and gas price
ARussian companies borrowed heavily due to low capital costs
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What about Russia?

AGrowth was due to oil and gas price
ARussian companies borrowed heavily due to low capital costs
AGlobal credit crunch caused large losses
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What about Russia?

AGrowth was due to oil and gas price

ARussian companies borrowed heavily due to low capital costs
AGlobal credit crunch caused large losses

AEconomy slowing rapidly due to oil, credit crunch
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What about Russia?

AGrowth was due to oil and gas price

ARussian companies borrowed heavily due to low capital costs
AGlobal credit crunch caused large losses

AEconomy slowing rapidly due to oil, credit crunch
AGovernment wary of devaluation, hurts growth
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What about Russia?

AGrowth was due to oil and gas price

ARussian companies borrowed heavily due to low capital costs
AGlobal credit crunch caused large losses

AEconomy slowing rapidly due to oil, credit crunch
AGovernment wary of devaluation, hurts growth

AExpect severe downturn
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What about Russia?

ABusiness
Resource industries remain restricted
Non-resource industries open to foreigners
Volatile political and economic situation deters FDI
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What about Brazil?

AWeaker commodity prices hurt export growth and currency
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What about Brazil?

AWeaker commodity prices hurt export growth and currency
ACapital outflow pressures currency and weakens investment

34 © 2009 Deloitte Touche Tohmatsu



What about Brazil?

AWeaker commodity prices hurt export growth and currency
ACapital outflow pressures currency and weakens investment
AWeaker global economy hurts export growth
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What about Brazil?

AWeaker commodity prices hurt export growth and currency
ACapital outflow pressures currency and weakens investment
AWeaker global economy hurts export growth

ABottom line: slowdown in economic growth
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What about Brazil?

ABusiness
Long term strength in manufacturing, energy
Reform process moves in right direction T slowly
Stable environment attracts FDI
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What about the Middle East?

ALower oil price reduces export revenue
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What about the Middle East?

ALower oil price reduces export revenue
Alnvestment will slow, inflation will decline
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What about the Middle East?

ALower oil price reduces export revenue
Alnvestment will slow, inflation will decline
ARemittances to poorer countries will drop
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What about the Middle East?

ALower oil price reduces export revenue

Alnvestment will slow, inflation will decline

ARemittances to poorer countries will drop

ADubai will suffer from credit conditions and property bubble
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What about the Middle East?

ABusiness
Expect strong tourism, finance, trade
It all depends on the price of oll
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Lessons learned about emerging markets

Almpact of volatility
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Lessons learned about emerging markets

Almpact of volatility
APolitical risk
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Lessons learned about emerging markets

Almpact of volatility
APolitical risk

AHuman resources
Alnfrastructure

AProperty rights
ACorruption

AAdjusting to local culture
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Lessons learned about emerging markets

Almpact of volatility
APolitical risk
AHuman resources

Alnfrastructure

AProperty rights

ACorruption — O R ._M:E
AAdjusting to local culture B -1 ‘/’ =
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Outlook for the long-term future

AShifting structure of global economy
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