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Latin America Sovereign Ratings
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Latin America — Sovereign Ratings

2011 Latin America Rating Changes

Rating Upgrades

Brazil ‘BBB-’ to ‘BBB’
Chile ‘A’ to ‘A+’
Colombia ‘BB+' to 'BBB-"'
Costa Rica ‘BB’ to ‘BB+’
Panama ‘BBB-’ to ‘BBB’
Uruguay ‘BB' to 'BB+'

Outlook Changes

Dominican Positive Outlook

Republic

El Salvador Stable Outlook from a
Negative

Peru Positive Outlook Affirmed

FitchRatings
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—LatAm =—EM Europe
(Jan2007=100)

— Asia-Pacific

115 A

110 4

105 -

100 -

95

90 1

LT EL 6 0o 26bs -
PRI T ToT T
§E5:5383523833

Source: Fitch Ratings

www.fitchratings.com

10/7/2011
3



Transmission Channels: Trade, Commodity Prices, and

Capital Flows

Foreign Participation in Government
Local Debt Markets
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Financial Linkages With European Banks

Claims of Foreign Banks in Bank CDS Spreads
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A China Slowdown Could Further Complicate Matters

Commodity Pressure
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Economic Slowdown Rather than a Crash

Latin America Regional Growth

— | atAm - USA

_(%)

2004
2005
2006
2007
2008
2009

2001
2002
2003
2010e

Source: Fitch Ratings

FitchRatings

2011f

2012f

www.fitchratings.com

Trend: BRL-CRB vs. VIX Index
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Monetary Policy Flexibility

Monetary Policy Consumer Prices
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Fiscal Policy Flexibility Varies Across the Region

General Government Debt
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External Shock Absorption Capacity Still Strong

International Reserves Latin America Reserves Incl. Gold
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Latin America Sovereign Ratings versus Market Spreads

1600 -
1400 A *
1200 -
1000 - s
800 -
600 -

Bond Spread (bp)

400 A

200 - PAN COL URY

O T T T T T T T T T T T T 1
AA- A+ A A- BBB+ BBB BBB- BB+ BB BB- B+ B B- CCC

Fitch Ratings

Source: JP Morgan, Fitch Ratings

FitChRatingS www.fitchratings.com 10/7/2011

11



Agenda

Latin America Sovereigns: Ratings

Trajectory In A Weakening Global
Environment

» Brazil: Rating Drivers And Challenges
Ahead

FitchRatings



Brazil Upgraded to ‘BBB’

» Fitch upgraded Brazil on April 4, 2011
— Materialization of rating triggers
— Enhanced medium-term growth prospects
— Strengthened external liquidity position
— Signs of fiscal restraint

— Policy continuity and greater focus on
investment in the Rousseff administration

» Fitch assigned positive rating outlook to Brazil’s
sovereign ratings in June 2010
— Impressive economic recovery
— Credible response to the global credit crisis
» Monetary Policy
 Fiscal policy

— Further strengthening of external liquidity
buffers

FitchRatings
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Brazil’'s Macroeconomic Performance and Policies:
Neutral Status Relative to Peers

Real GDP (5yrs average % change)
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Brazil’s Structural Features: Neutral Status Relative to
Peers

GDP per capita (USD) Ease of Doing Business (%-tile, latest)
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Strength of Policy Flexibility to Deal with External Shocks

Transmission Channels Policy Flexibility

Imports adjustment
Flexible exchange rate

AN

X External demand weakness

Decline in commodity prices leading to
lower business and consumer
confidence, and hitting private
investment

Flexible exchange rate
Counter-cyclical monetary policy
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v" FX adjustment, FX Intervention:
spot markets, repo of reserves, and
future markets

X Excessive FX weakness and volatility

FX adjustment, Govt. domestic
bonds buy-backs, unwinding of
capital controls

X Capital Outflows

: e v" Reduction in reserve requirements
X Banking Sector liquidity issues and liquidity support
v" Counter-cyclical monetary policies,
automatic fiscal stabilizers, and
focus on private investment in
infrastructure

X Economic slowdown
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Challenge #1: Reducing Inflation and Maintaining

Monetary Policy Credibility

CPI and Core Inflation (Rolling 12-mo)
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Challenge #2: Improving the Monetary-Fiscal Policy

Mix

Real Interest Rates
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Challenge #3: Differentiating Brazil’s Fiscal Policy and
Dynamics

Revenues and grants (% gdp) Debt (% gdp)
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Interest Burden Still High

General Government, 2010
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Challenge #4: Managing the Credit Cycle

Total Loans Household Leverage
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Brazil's Future Rating Drivers

Positive Rating Drivers

« Sustained improvements in fiscal and external
balance sheets

» Further improvement in economic growth dynamics
» Continued consolidation of macroeconomic stability
* Progress on economic reforms

Negative Rating Drivers
» A sharp increase in public debt burden

 Crystallization of significant contingent liabilities from
the financial sector
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Disclaimer

Fitch Ratings’ credit ratings rely on factual information received from issuers and other sources.
Fitch Ratings cannot ensure that all such information will be accurate and complete. Further, ratings
are inherently forward-looking, embody assumptions and predictions that by their nature cannot be
verified as facts, and can be affected by future events or conditions that were not anticipated at the
time a rating was issued or affirmed.

The information in this presentation is provided “as is” without any representation or warranty.

A Fitch Ratings credit rating is an opinion as to the creditworthiness of a security and does not
address the risk of loss due to risks other than credit risk, unless such risk is specifically mentioned.
A Fitch Ratings report is not a substitute for information provided to investors by the issuer and its
agents in connection with a sale of securities.

Ratings may be changed or withdrawn at any time for any reason in the sole discretion of
Fitch Ratings. The agency does not provide investment advice of any sort. Ratings are not
a recommendation to buy, sell, or hold any security.

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS.
PLEASE READ THESE LIMITATIONS AND DISCLAIMERS AND THE TERMS OF USE OF SUCH
RATINGS AT WWW.FITCHRATINGS.COM.
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