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Be ready before the storm!

Introduction
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Background

Current account balances and political regimes

— - — e — i —————— - — —
All countries Countries with current-account surpluses
(Aggregate current-account balances in US$bn) (Aggregate surpluses as % of world GDP) 1: Transfer of wealth
1000 / 2.5% . : fAG
500 2: Emerging economie$
600 A We s /f A 2.0% / favor free trade over
400 — / protectionism for the
200 1.5% N first tilme
D \ /f |
200N 1.0% ~7 3: Developed economigs
-400 / private & public deficits
-600 0.5% . ;
o 5 Ea % - financed by borrowings
' 0.0 from underdeveloped
I R I IEIE gy countries
4: G20 new strategic set
up
eand di fferent | evels of

productivity!

SourceRoeller, Veron (2008), www.bruegel.org




Background

More andmore pesimisticgrowthforecasts
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Figure 2: Major world economies heading for recession
(Evolution of IMF World Outlook forecast of GDP growth for 2009)
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Background
The expected impact on enterprises globally

Selected market indicators of non-financial corporatlons (%)

Expected frequency of defaults one year ahead
I0- - - - a0

20- - - — 20

10- - - — 10

0 . M M el " " ——— TRy |
1999 OF 2000 O3 s b, 19949 97 2000 O3 05 FR=b.

s o<
Leverage
Q0- -
an} _
T-"l:lj -
EI:I_ -
El:lr t
4'3? -
20- T -
20550 o 2o00 O2 06 Fob. 10504 OF 2000 03 06 Eebo-
s oS
— |nited States East Asia and China
— Japan Emerging Europe and Russia

South Asia




Background of the crisis
The credit and liquidity risk during the crisis
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Background
BanklosseqApril 2009)andcapitalraisedoy January
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Background

Market value decreasdgnuary2009vs. June 200/andTop 3

Banks: Market Cap

© Market Value as of January 20" 2009, $Bn
© Market Value as of Q2 2007, $Bn
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Chinese
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in March
2009
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While JPMorgan considers this information to be reliable, we cannot guarantee its acouracy or compl eteness Source: Bloomberg, Jan 20 2009

10



Background
High cross-border exposure of EU banks

Figure 1.23. European Banks' Cross-Border Liabilities, end-2007
(As a percntage of GDP)
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database.

Contrary to convention wisdom, many EU banks al
highly dependant on cros®rder funding
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Responsa@andConseqguences

Different government responses to bank rescues as of Feb -

— i — — i — — e — i — i — — i — — - — — e — — i — —
Containment Resolution
Establish,
Increase ar Re-
Expand Guarantees of | Sternghtened Capitalization Asset
Deposit Wholesale Liquidity Plans Purchase
Insurance Borrowing Measures Established 1/ Plans
Argentina X
Australia X X X X
Brazil X X
Canada X X X
China X
France X X X
Germany X X X X X
India X
Indonesia X X
Italy X X X
Japan X X X
Mexico X X
MNetherlands X X X X
Russia X X X X X
Saudi Arabia X X X
South Africa X
Spain X X X X
South Korea X X X X
Turkey X
United Kingdom X X X X X
United States X X X X X

Source: Various government announcements and information on official websites.

Source: IMF
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Responsa@andConseqguences

High engagement of several central banks
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I Extra-strong mints
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Source: The Economist 12/2009 14



Responseand Consequences

HeadlineSupport for the Financial Sectand HugdaJpfront FinancingNeeds in
Advanced Economies total net costs may vary due to future assets
disinvestment and loss from guarant@esf April 15, 2009; in percent of 2008 GDP)

Purchase of Central Bank Guarantees
. Support (excludedy

C;apl_tal Asse_ts and Provided with Liquidity Provisior deposit Upfront

Injection  Lending by Treasury and Other Suppo! insurance Total  government
COUNTR® (A) Treasury (B) Backing (C) by Central Bank (lagencie} (E (A+B+C+D+l financing
USA 3,9 1,3 1,1 42,1 31,3 79,6 6,3
AT 5,3 0 0 0 30 35,3 5,3
BE 4.7 0 0 0 26,2 30,9 4,7
FR 1,2 1,3 0 0 16,4 19 1,5
DE 3,8 0,4 0 0 18 22,2 3,7
GR 2,1 3,3 0 0 6,2 11,4 5,4
IR 5,3 0 0 0 257 263 5,3
IT 1,3 0 0 2,5 0 3,8 1,3
NL 3,4 2,8 0 0 33,7 39,8 6,2
PT 2.4 0 0 0 12 14,4 2.4
ES 0 4.4 0 0 18,3 22,8 4.4
SWE 2,1 5,3 0 15,3 47,3 70 5,8
UK 3,9 13,8 12,9 0 51,2 81,8 20,2
HU 1,1 0 0 4.7 1,1 6,9 1,1
PL 0,4 0 0 0 3,2 3,6 0,4
Rus 0.3 0,5 3.2 3.2 0.5 7,7 0,8
JAP 2.4 11,3 0 1,2 7,3 22,1 0,8
G20EU 2.7 3.8 3.2 0.5 22.1 32.3 6.7
G20 1,9 2,5 1 12,4 14,3 32,1 3,4
Emerging
Economies 0,2 0,1 0,4 1,6 0,1 2.4 0,1

Source: IMF, UPDATE ON FISCAL STIMULUS AND FINANCIAL SECTOR MEASURES, April 26, 2009




ResponsandConsequences

EU economic policy/rescues in the wodaontext (discretionary
measures only, nediscretionary automatic stabilizers excluded

- -—— - — — - —— - — — - — — - — — - — — - — — - — — - —
2008 2009 2010
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China 0.4 3.1 2.7 .
France 0.0 0.7 08 Stimulus for
Germany 0.0 1.6 20 . .
India 3/ 0.6 06 06 different countries
Indonesia 0.0 1.3 0.6 .
taly 0.0 0.2 01 toimprovereal
Japan 4/ 0.3 2.4 1.8
. > o > economyandbank
Mexico 0.0 1.5 " A
Russia 0.0 41 1.3 porth“()%
H Saudi Arabia 2.4 3.3 3.9
South Afnca 3/ 5/ 1.7 1.8 06
Turkey 6/ 0.0 0.8 0.3 4
United Kingdom 0.2 1.4 01 ADependant on
United States 7/ 1.1 2.0 1.8 .
| public debt/GDP
(-20 PPP-GDP weighted awerage 0.5 20 1.5 . ,
- _ ratil oe
(5-20 discretionary impulse &/ 0.5 1.5 0.5

SourceIMF UPDATE ON FISCAL STIMULUS AND FINANCIAL SECTOR MEASURER\pril 26,2009 16



Consequencelswhere to borrow ?

Chang_e qlobal_f_inancw

A Wealth shift due to
trade

A Shift of savings and
loan providers

A Increasing role of
developing
countries/China anc
G20

A ? Attractiveness
competing USD vs
Eurozone features

Source McKinsey (2008) for investment
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