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Global growth continues to slump M cmes
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Global growth disappoints e cmes

Expected GDP growth in 2014

<

4

B Decline

. Strong growth

Note: In countries with no CX activity, CF numbers were taken.

Source: CEMEX, Consensus Forecast 3



2015, somewhat better but not much e

Expected GDP growth in 2015

B Decline

. Strong growth

Note: In countries with no CX activity, CF numbers were taken.

Source: CEMEX, Consensus Forecast 4



US: same story, but slowly improving
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Fed willing to risk inflation to assure growth




US: drivers for growth e cmes

Huge Pent up Housing Demand should

Job creation continues to be the boost housing market in the coming
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Europe: disappointing expectations once again ... y/ A
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No recession, but no growth e cmes
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Reasons for some optimism y/ 4
CCMEX
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o o ¢ 3
Inflation remains at “dangerous levels e cmes

Inflation below ECB comfort zone Disanchoring inflation expectations
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Deflation, collateral damage in Europe y /S

\

» Higher increase in spreads
 “Sudden stop” risk

* Credit crunch

« Economic contraction and
knecessity of restoring public finance )

\

Break-up risk

/-Increase in spreads \
* More necessity of real

Deflation

/- More difficult to repay

debt

* Fiscal adjustment more adjustment (fall in demand)
severe *Social unrest reignites
 Contraction of activity (austerity fatigue in

(shy consumption and Risk of default periphery - rescue fatigue in

Kinvestment) / Qhe core) /
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Maybe not in the death bed anymore, but not yet cured e cmes




The risk of break-up seems to have vanished. More y/ S

Europe is needed
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The risk of break-up seems to have vanished. More y/ 4
Europe is needed CEMEX

Have the European authorities really understood that we cannot stay in the
grey zone?

INSIDE: A 14-PAGE SPECIAL REPORT ON CHINA'S ECONOMY .
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European crisis is primarily institutional, Eurozone y/ 4
CCMEX

is an unfinished project

> Institutional reform/Fiscal reform '
* Lender of last resort (ECB)
* Fiscal integration (European Treasury) and Eurobonds ‘
» Incentive mechanisms (fiscal, regulatory, etc.) ‘

» Banking Union

* Pan-European banking resolution '
* European Deposit Insurance Institution
» Regulation and supervision

» Structural reforms across Europe, predominantly in the'
periphery (competitiveness) but not only

g

Dominance of domestic politics

Diminishing returns to the “buying time” strategy
Increasing social risk
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EMs: from growth drivers to risk generators y/ S

e China:

China’s Shadow Banking too big to control * Limited risk from Shadow
Banking: no Western style

Others connection with formal
40 1 _— banking and China can
35 - afford the rescue

* Soft landing, but how
“soft” the landing?

45 -

30 -
25

20 A . .
* Brazil perspectives worsened
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 Russia stagnating: conflict
with Ukraine taking its toll, oil
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Source: People s Bank of China
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Cuestionado el crecimiento de Emergentes
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A tough environment for emerging markets

/AEITIEX

Global liquidity Decreasing
reversal contribution of

Structural Political
problems risk/geopolitics
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Impact of China slowdown/commodity prices drop y/
CCMEX

on commodity producers (LatAm)

China affects LatAm countries not only by
the direct trade channel but also by their

impact on commodity prices
30% -

Median
CHILE
7 25% A ®
5
o
x °
9 0% -
= 0 ® URU
)
9 BRA o
NS PER
~ 15% -
o °
E VEN
o
o 10% -
- ARG °
v PAN ° coL
S °
X 5% -
L CR [HTa\N| BOL
: ® . ECU ¢
RD °
0% MEX — GUA, . JAMe ® PAR

0%  10% 20% 30% 40% 50% 60% 70% 80%  90% 100%
Export commodities (% total exports)

Source: IMF, UNTACD

19




General depreciation of EM currencies, thought y S

more so in oil exporting economies

Oil prices plunge weigh on commodity currencies
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Depreciation vs the USD from one month ago.
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LatAm countries: our medium term assessment //
. CCMEX
reaffirmed

Venezuela Worse

_ MR
“Alternative routes” Outlook

Argentina

Brazil Ihe giantwith feetoficlay;

Colombia
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Better
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Well known quality Outlook
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Dynamics of oil and Central Banks behind the y/

evolution of activity and markets

ECB and BoJ joined the party late but

Brent oil price will continue injecting liquidity
(USD per barrel) 550 1 4
Fe
120 - 500 - -
115 - 450 1 BoE
110 - 200 | »
105 -
100 - 350 -
35 300 1 Bol i
30 - 250 -
85 1 200 -
80 -
150 -+
75 -
70 - 100 -
65 T T T T T T 50 |
< < < < < < <
‘_I| - N % ‘_I‘ 7 i\ 0 T T T T T T T T T T T T T T T T
5 E H 3 5 S g 5283882323939y,
B < g = ° AR R RN
0 2 a0 2 a3 a2 a0 320 3240 =2 a4 32 a

Even less pressure on

Falling oil prices » Central Banks to begin

policy normalization

Central Banks balance sheet (Dec.07=100)
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Oil prices impact different countries in different

/AEITIEX
ways

Oil prices and selected geopolitical events
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US becoming self-sufficient in energy, but oil price

drop reduces returns to investments

A“FG;EH“E><

* Energy independency => reindustrialization
* Significant geopolitical implications

Weekly U.S. Field Production of Crude Oil
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Currencies of oil exporting countries strongly y /S

\ affected

Oil prices plunge weigh on commodity currencies
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Central Banks: pulling in different directions y/ S

Central Banks have expanded their
balance sheets aggressively in last few
years

35% - than that in the US or UK.

- Even adding the QE announced
by the ECB, the monetary impulse
in Europe would be much lower

30% -

» Balance sheet reduction is not
yet on the table.

ECB current
target (1trn)

25% -

20% -
* More stimulus needed in Europe?

15% - How aggressive?

10% - - Hidden agenda of exchange rate

5% - depreciation (currency war?).

0% -
FED ECB BoE BoJ BoC » Central Banks prioritizing growth

over inflation or financial stability

What is the “new” role of Central Banks?

Assuming too many responsibilities?
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Central Banks: pulling in different directions y/ S

ECB took additional steps of

. : * Even adding the QE announced
unconventional monetary policy

by the ECB, the monetary impulse
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What is the “new” role of Central Banks?

Assuming too many responsibilities?
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Not all transmission mechanisms of QE work in y /A

every countr
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How the transmission channels worked in Japan y/ S

and Europe?

[ QE announcements have had a rapid impact on exchange rates }
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Impact on the economy not as clear
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How the transmission channels worked in Japan y /S
and Europe?

Impact of QE announcements on FX
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Diminishing returns of QE, risks of remaining at the y /A

ZLB and increasing potential of collateral damage

Corporate yields at all time lows

30 A

« Exchange rate volatility
us Europe (disadvantage of being the first
25 mover)

20 4 Last observed

* Increased market risk: fixed income

bubble? Corporate bond bubble?

Over-valued stock market relative to
. fundamentals?
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« Economic impact of rising rates or
reducing balance sheet. Risk or
remaining trapped at the ZLB
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Too many worries in the short term and Central y/ 4
. . . CCmeEXx
Banks hide other pending issues

Debt (% GDP)
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Global growth disappoints e cmes

Expected GDP growth in 2014

V.

4

B Decline

. Strong growth

Note: In countries with no CX activity, CF numbers were taken.

Source: CEMEX, Consensus Forecast 33



2015, somewhat better but not much e

Expected GDP growth in 2015

B Decline

. Strong growth

Note: In countries with no CX activity, CF numbers were taken.

Source: CEMEX, Consensus Forecast 34
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