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What’s going on in EM at the moment ?

A combination of several concerns

2 Country specific concerns
2 The case of Turkey

2 Global worries about China
2 US Fed tapering

2 EM growth concerns in general

—



P Petercam

A repeat of the late nineties still seems unlikely

2 Global monetary policy likely to stay very loose
> External debt levels are generally lower

> Presence of a large pool of international reserves
2 Vast majority of currencies no longer pegged

2 Recovery in DM set to support EM exports
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Country specific concerns
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Country specific concerns
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The case of Turkey
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The case of Turkey

A classic case of external vulnerability

Current account balance
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EM currencies still vulnerable
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Measuring external vulnerability

A simple framework

2 Funding needs

> Stock of external debt Several countries remain vulnerable

2 FX reserves
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Measuring external vulnerability (1)

Funding needs
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Measuring external vulnerability (2)
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Measuring external vulnerability (3)
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Several countries remain vulnerable

A simple framework

2 Fragile5
- Bra: sizeable CA deficit but low external debt and large base of FX reserves
- Ind: sizeable CA deficit but shrinking, low external debt
- Idn: sizeable CA deficit , low external debt
- Zaf: large CA deficit, small base of FX reserves = high risk
- Tur: large CA deficit, small base of FX reserves =» high risk

2 Other

- Per: sizeable CA deficit but low external debt and large base of FX reserves

- Chl: sizeable CA deficit

> Seriously mismanaged countries (Ven, Arg, Ukr,...)
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What'’s behind the high external debt positions in CEE?

How worried should we be about CEE?

2 The presence of large CA deficits in countries like Tur and Ukr

2 The presence of Western parent banks. External debt typically takes the form of
funding lines from parent banks to their subsidiaries

2 Short-term external debt positions in CEE are coming down

2 In general, CEE currencies have stayed largely behind other EM currencies in the
wake of the 2008-2009 crisis

2 A reintensification of the eurozone crisis would bring these risks back to the fore
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Chinese slowdown but no hard landing
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Unsustainable credit growth

Chinese growth to come down further as authorities rein in credit growth

Total social financing China leading indicators
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An imminent crisis is not likely
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Global monetary policy set to remain loose
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Monetary policy stays very loose

Global monetary policy rates
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EM economic momentum
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Weak growth in EM

Industrial production
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Structural problems weigh on BRIC’s
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Better news out of EM

o Sentixleading Indicator s Citi Economic Surprise Indicator
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Improving business confidence
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DM recovery should lift EM exports

EM are lagging behind

0 A\

_1 L

D e

I N [

— EM

Standard deviation of LT-averdije DM

4 _________________________________________________________

Nov-05 Nov-07 Nov-09 Nov-11 Nov-13

#

DM recovery should support EM exports

e DM leading indicator (lhs)
EM exports (yoy, rhs)

_4 Jd—— = e~ L
Jan-14

Jan-94 Jan-98 Jan-02 Jan-06 Jan-10

- 30
- 25
- 20
- 15
- 10
- 5
- 0
-5
- -10

T ‘ _____________ I

- -20

-15

-25



P Petercam

EM recovery likely to remain modest

» Chinese growth likely to decrease from here

» A number of EM can no longer count on the pre-crisis commodity boom
» Structural problems in BRIC’s remain unsolved

» 2014 elections in S. Africa, Indonesia, India, Brazil and Turkey

» Credit growth is probably still too high in a number of countries

» The windfall of ultra-supportive global monetary policy is slowly coming to an end
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The information contained in this document is provided for pure information purposes only.

Present document does not constitute an investment advice and independent investigations, assessments or analysis regarding any
investment should be undertaken by the potential investors and recipients as deemed appropriate by them.

This document doesn’t form part of an offer or solicitation for shares, bonds or mutual funds, or an invitation to buy or sell the
products or instruments referred to herein.

Applications to invest in any fund referred to in this document can only validly be made on the basis of the current prospectus or
simplified prospectus, together with the latest available annual report and accounts.

All opinions and financial estimates herein reflect a situation on the date of issuance of the document and are subject to change
without notice. Indeed, past performances are not necessarily a guide to future performances and may not be repeated.

Petercam S.A. has made its best efforts in the preparation of this document. The information is based on sources which Petercam
S.A.believes to be reliable. However, it does not represent that the information is accurate and complete.

Petercam S.A. is acting in the best interests of its clients, without carrying any obligation to achieve any result or performance
whatsoever. Petercam S.A., its connected persons, officers and employees do not accept any liability for any direct, indirect or
consequential loss, cost or expense arising from any use of the information and its content.

Present document may not be duplicated, in whole or in part, or distributed to other persons without prior written consent of
Petercam S.A.




