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Sustainable economic strength in the developing 
Americas; widening growth differentials between South 
America and Mexico 

The Latin American growth outlook remains promising. The 
core group of regional economies are poised to maintain 
relatively high rates of economic expansion over the next 
two years, despite signs of deceleration in the most trade-
intensive countries. The successful implementation of infla-
tion-control strategies (save for Argentina and Venezuela), 
aided by persistently low international interest rates, contin-
ues to fuel the development of domestic sources of finance 
with positive implications for private consumption patterns. 
Additionally, employment conditions are improving in most 
countries in the developing Americas. The recovery path of 
the United States will continue to have a direct effect on 
trade-linked economies such as Mexico, Colombia and 
Venezuela. Due to intensifying links with Asia, the South 
American nations will experience comparatively higher 
rates of economic expansion in 2012/13. 

Favourable external financial and commodity market 
environment, yet subject to heightened Europe-
induced volatility  

The world economy remains in structural transformation 
mode, reinforcing the systemic relevance of emerging-
market economies as growth drivers in the next two years. 
China, India, Brazil and Russia are the newest members of 
the revamped G8 group, propelling relatively higher growth 
rates. The Latin American region is benefitting from still-
robust commodity markets and very low costs of external 
finance. The ongoing quest for yield is directing foreign 
(portfolio and direct) equity investment flows to the most 
dynamic and stable countries in the Western Hemisphere. 
Amidst the stress suffered by the traditionally advanced 
economies, the trade and investment linkages between 
Asian and Latin American economies are on the rise. 

Improved creditworthiness; credit ratings upgrades 
and international reserves accumulation in sight 

Large-scale foreign investment and trade inflows continue 
to eye Latin American markets, instilling an appreciating 
bias into the core floating currencies. With near US$700 
billion in international reserves, the region’s central banks 
have systemically strengthened their position to withstand 
the adverse effects of a prolonged European sovereign 
debt crisis. International credit agencies have placed Latin 
American country ratings on a “stable”, if not improving, 
path in stark contrast to the deteriorating rating profiles of 
much of Europe, the US and certain countries in Asia and 
Oceania. Credit differentiation is also occurring within Latin 
America. Financial market metrics highlight a clear distinc-
tion between the credit quality of a core group of stable in-
vestor-friendly economies (Brazil, Mexico, Chile, Colombia, 
Peru and Uruguay) and those that have embraced an inter-
ventionist and erratic government policy approach 
(Argentina and Venezuela). Brazil, Chile and Peru are can-
didates to receive a credit rating upgrade in the near future. 

Progress in inflation control to allow for monetary pol-
icy accommodation in most countries within the region 

The inflation context will improve in the coming year, pro-
viding the scope for some central banks to ease monetary 
conditions over the next few months. Aligned to robust eco-
nomic performance, inflation has been trending upwards 
during most of 2011. However, we expect that price pres-
sures will moderate as economic activity recovers a sus-
tainable medium-term path. In Brazil, decelerating eco-
nomic activity coupled with projected real exchange rate 
stability will allow the central bank to reduce short-term ad-
ministered rates from current levels. In general, monetary 
policy rates are converging to an acceptable target range. 
However, two countries (Argentina and Venezuela) are en-
gineering a dangerous hyperinflationary context with annual 
headline inflation rates edging the 30% mark. 

Manageable fiscal imbalances cohabit with widening 
current account deficits in the region 

The regional fiscal outlook is relatively positive, although 
not exempt from challenges in the next two years. A period 
of steady economic expansion has allowed most govern-
ments in the region to benefit from improved tax collection 
while maintaining a manageable sovereign debt profile. 
With the exception of Argentina and Venezuela, access to 
external sources of finance at favourable funding costs re-
mains fluid. Financial market metrics indicate that most 
countries in the region retain better risk profiles than their 
European counterparts. The ongoing development of do-
mestic capital markets and systemically sound lending insti-
tutions is encouraging local governments to foster the de-
velopment of local-currency bond markets. On the external 
front, sustainable consumption growth and import strength 
are driving a modest widening of current account deficits. 

Intensifying regional economic integration and govern-
ment policy convergence in sight  

The process of regional integration is advancing throughout 
the Americas. Mexico’s institutional reforms are strengthen-
ing the NAFTA zone. The US congressional approval of 
preferential trade pacts with Colombia and Panama will 
pave the way for better commercial and security links in the 
region. Mexico and the US will hold presidential elections in 
2012 with the prospect of further policy convergence from 
2013 onwards. Venezuela and Colombia are deepening 
economic ties. Brazil has become a key regional leader and 
a pillar of growth and stability in South America. Peru will 
likely adopt Brazil-style governance standards in the com-
ing months. Investor-friendly fiscal and monetary policies 
supported by managed floating currencies and inflation-
targeting regimes are policies of choice throughout the re-
gion, with a few exceptions. Heightened intervention in fi-
nancial markets has become the norm. Overall, public sec-
tor governance is improving, though the pace of institutional 
reform varies from country to country. Strengthening the 
judiciary, combating rising domestic crime, and penalizing 
acts of corruption remain areas in need of improvement. 
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Capital Market Dynamics 

 Foreign Exchange ► Following the sharp exchange rate swings witnessed in September, the Brazilian real (BRL) is now 
immersed in a consolidation phase, trading between 1.75 and 1.90 per US dollar (USD). The near-term outlook may involve 
another round of currency adjustments in light of heightened global financial market volatility. Interest rate differentials will 
continue to drive capital flows to local-currency assets, reigniting an appreciating bias into the BRL to close 2012 at 1.75. We 
estimate that outright government intervention, intended to moderate financial market volatility and address potential eco-
nomic overheating and asset/currency overvaluation risks, will intensify in the coming year. The central bank is well posi-
tioned to intervene with a vast international reserves stock of US$350 billion.  

 Sovereign Debt & Credit Ratings ► Brazil’s creditworthiness continues to improve. On November 17, 2011, Standard & 
Poor raised the country’s long-term foreign-currency sovereign credit rating by one notch to "BBB" with a "stable" outlook. 
The rating agency, which also upgraded the country’s local-currency rating to "A-”, highlighted Brazil's commitment to pru-
dent macroeconomic policymaking, countercyclical fiscal policy and steady improvement in the country’s external debt pro-
file. Financial market investors showed a high degree of indifference to the rating action given that market metrics had al-
ready been discounting Brazil’s improved debt profile for some time.  

 Equity Market ► The Brazilian equity securities market remains strongly influenced by exogenous factors linked to the 
global economic deceleration and systemic banking sector trends. The benchmark Bovespa equity index, which declined by 
22% in USD terms over the past 12 months, remains correlated to a bearish phase in place within the China-led BRIC 
group. Energy and mining commodity prices continue to drive core stock market performance in Brazil.    

Economic Outlook 

 Growth ► The Brazilian economy is in a state of deceleration following the strong performance recorded during the first 
nine months of 2010, a period characterized by strong pre-election fiscal stimulus. Domestic demand remains the primary 
driver of economic strength, whereas the external sector has detracted from growth over the past three quarters. The Brazil-
ian outlook is promising despite public sector budget cuts, commodity price adjustments and softening industrial production 
activity. We estimate that after a sharp decline in the pace of economic expansion in 2011 (real GDP will grow by 2.8%), 
Brazil will receive a major boost from foreign (direct and portfolio) capital flows, increasing access to domestic credit, record-
low unemployment and systemically robust financial institutions. If China sustains its current level of economic activity, the 
Brazilian economy may grow by an annual average rate of 4% over the next two years.    

 Inflation & Monetary Context ► Price stabilization is a key issue to monitor. Both consumer and asset price inflation are on 
the rise, edging the upper bound of the official 4.5% ± 2% target this year. The IPCA-based inflation rate experienced 13 
consecutive monthly increases until its first decline last October (currently at 6.6% y/y). Tight labour market conditions and 
relatively high commodity prices are also fueling price pressures. The administered short-term SELIC target rate, projected 
to close next year at 10.50%, is a powerful magnet for high-yield investors when compared with near-zero interest rates in 
the US, Japan and Europe. Brazilian monetary dynamics will continue to influence the policy decisions adopted by other de-
veloping countries throughout South America.       

 Fiscal & Current Account Balance ► The fiscal outlook is positive despite a modest widening in the consolidated public sec-
tor deficit to 2.6% y/y of GDP in September. The market-sensitive primary fiscal balance remained very solid at 3.25% of 
GDP during the same month. Securitized government debt reached 43% of GDP, of which fixed-rate assets represent 30% 
of the total. SELIC-indexed securities account for 27% of total government debt. An improved debt profile is also reflected in 
the gross public sector debt to GDP ratio of 56%. On the external front, the widening current account deficit of US$47.3 bil-
lion (equivalent to 2% of GDP) remains fully financed by vast foreign direct investment inflows (exceeding US$75 billion in 
the 12 months to October 2011).    

Institutional Framework & Political Environment 

 Governance ► The administration of President Dilma Rousseff continues to apply a high dose of pragmatism – not out-
dated ideology – in the conduct of macroeconomic policies. The state plays a dominant role as both a regulator and an actor 
in strategically relevant manufacturing and financial sectors. The executive branch does not easily tolerate acts or allega-
tions of corruption within the government, as was demonstrated by active cabinet reshuffling throughout the year. The risk of 
intensifying protectionist measures may increase in the near term as the global economy decelerates. 

 Financial Sector ► The Brazilian financial sector is systemically well prepared to adapt to a more stringent global regula-
tory framework and aptly capitalized to weather adverse external shocks (with an adequacy ratio over 16%). Total loans out-
standing, which increased by 19.6% in the 12 months to September 2011, now represent 48% of GDP. State-owned banks 
account for 42% of total system lending. Although domestic interest rates have been declining since 2003, they remain very 
high (over 40% on average per year). Household finance asset quality indicators point to relatively weak non-performing 
loans, with the NPL ratio for retail loans at 6.8% of total loans. 
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Capital Market Dynamics 

 Foreign Exchange ► The Mexican peso (MXN) remains highly sensitive to events in global financial markets, primarily 
heightened tension in European credit markets, shifting dynamics in oil prices and monetary policy and economic develop-
ments in the United States. The MXN traded above 14.30 pesos per US dollar (USD) in late November, its weakest level 
since April 2009. Recently, the central bank changed the intervention mechanism, halting USD options purchases and re-
starting daily offerings of US$400 million, which will be sold at the previous day’s fixing rate plus 2.0%. These measures pro-
vided temporary relief to the MXN. Nevertheless, the MXN usually lags the recovery period against its Latin American peers 
and tends to have difficulties returning to stronger levels. We anticipate that the MXN will close 2012 at 13.03 per USD.  

 Sovereign Debt & Credit Ratings ►The external factors shaping investor confidence in core emerging-market assets have 
weighed on peso-denominated fixed-income assets, despite the interest rate differentials in favor of Mexican securities. The 
Mexico/US 10-year Treasury bond spread of 430 basis points (bps) is a powerful magnet for foreign portfolio investors seek-
ing a high-yield alternative within North America. Mexico’s creditworthiness presents a “stable” outlook: credit default swaps 
(CDS) valued at 150 bps are in line with other peer regional credits such as Brazil, Colombia and Peru. Long-term sovereign 
credit ratings have remained virtually unchanged over the past 18 months. Current ratings stand at: Standard & Poor’s 
“BBB”, Moody’s “Baa1” and Fitch “BBB”.  

 Equity Market ► Mexican equity securities (measured by the benchmark IPC index) lost around 17% in USD terms from 
January to December 2011. Mexican performance remains in line with the rest of the core emerging markets group. Looking 
ahead, developments in both US and Chinese securities markets, together with shifting conditions in the local currency mar-
ket, will influence capital flows.  

Economic Outlook 

 Growth ► The macroeconomic landscape remains relatively positive, and we have revised real GDP growth for 2011-2012 
slightly upwards as local demand has improved in the second half of the year. Steady access to local credit in the context of 
low inflation is boosting consumer demand, although deteriorating conditions in US business activity will be a drag on the 
Mexican business climate. Indeed, the absence of micro and macroeconomic structural reforms – including those needed to 
address labour market rigidities, foster formal employment growth and create genuine competition – is preventing the Mexi-
can economy from achieving a faster rate of expansion. We anticipate that Mexican real GDP will expand by 3.9% in 2011 
and by 3.0% in 2012, before accelerating to 3.7% in 2013. 

 Inflation & Monetary Context ► A steady improvement in the inflation outlook has reinforced market participants’ view that 
Banco de Mexico will not adjust the overnight interest rate, currently set at 4.5%, in the near future. Headline inflation shows 
signs of containment and convergence towards the official 3% target, despite volatile commodity price shifts. In the near 
term, monetary policy will remain guided by domestic investors’ inflationary expectations, the pass-through effect from the 
recent currency depreciation, the evolution of the output gap and, of utmost relevance, shifts in the US monetary environ-
ment. We expect inflation to reach 3.6% by year-end, subsequently accelerating to 4.0% in 2012-2013. 

 Fiscal & Current Account Balance ► Slower US economic activity represents a risk to Mexican exports despite recent cur-
rency depreciation. We estimate that the foreign trade account will deteriorate in the next 18 months, leading to a widening, 
though manageable, current account deficit of less than 2% of GDP by the end of 2013. On the fiscal front, the budgetary 
gap, at less than 3% of GDP, remains relatively healthy compared to the shortfalls in other top-tier emerging-market econo-
mies. However, the lack of structural reforms to diversify fiscal revenue sources away from oil-linked exports (one third of 
total fiscal receipts) hinders the improvement of the country’s fiscal position. Energy prices, which have recovered 45% from 
their April-October fall, remain a key factor affecting both the Mexican currency and fiscal outlook.  

Institutional Framework & Political Environment 

 Governance ► Mexico continues to solidify a pluralistic party-based system. Leadership succession will be the dominating 
factor in local politics over the next 18 months with presidential elections scheduled for July 2012. Regional elections con-
ducted last July evidenced a clear preference for a change in administration. Stable economic growth, employment genera-
tion, domestic insecurity, PEMEX reforms and immigration will be major issues shaping the campaign. The Partido Revolu-
cionario Institucional, (PRI) and the Partido de la Revolución Democrática (PRD) have already nominated their candidates 
for the 2012 vote: Enrique Peña Nieto and Andrés Manuel López Obrador, respectively.  

 Financial Sector ► The Mexican banking sector, with substantial participation by foreign private sector institutions, remains 
well capitalized and aptly prepared to support a new economic cycle by increasing lending activity. The growing relevance of 
domestic institutional investors such as pension and mutual funds continues to strengthen the systemic position of the coun-
try’s financial sector. While the slow advance in reforms to foster formal employment growth is preventing a rapid expansion 
of local credit, corporate and commercial lending activity is on the rise.   

 

Mario Correa 
mcorrea@scotiacb.com.mx 
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Capital Market Dynamics 

 Foreign Exchange ► The Colombian peso (COP), which has been subject to renewed financial market volatility, will regain 
an appreciating bias over the next few months. Large foreign capital inflows, positive terms of trade, attractive interest rate 
differentials, and persistent concerns over European debt sustainability and the global economic deceleration will support 
Colombian assets and consolidate exchange rate stability throughout 2012. We expect the COP to recover some of its lost 
value versus the USD, closing next year at 1,870. The government is in the process of implementing a stabilization fund with 
excess revenue from commodity exports, while the central bank has at its disposal US$33 billion in gross international re-
serves which can be used for intervention purposes if needed.    

 Sovereign Debt & Credit Ratings ► Colombia’s creditworthiness continues to improve: the country’s sovereign debt rat-
ings achieved “full” investment grade status by all major rating agencies after Fitch upgraded its rating to “BBB-” last June. 
The current ratings are supported by an improved government debt profile and ample international reserves that cover the 
total amount of short-term external debt. The outlook for the sovereign credit ratings is stable. In addition, global investors 
and bondholders welcomed the extension of a two-year IMF Flexible Credit Line of US$6.2 billion in May 2011, which the 
authorities intend to treat as a precautionary financing vehicle. Colombia continues to benefit from high demand for invest-
ment-grade rated Latin American sovereign debt assets.     

 Equity Market ► The Colombian stock market is immersed in a profit-taking phase in line with trends present in top-tier 
emerging markets such as Brazil and China. Colombian stocks have lost 20% in USD-adjusted terms over the past 12 
months. The Colombian equity market is highly concentrated (six stocks account for two-thirds of the total market capitaliza-
tion) wherein energy sector firms play a dominant role with a 45% share of the benchmark IGBC index.     

Economic Outlook 

 Growth ► The macroeconomic outlook remains promising, confirmed by the robust level of activity registered in the third 
quarter. Domestic demand and persistently strong credit activity remain key growth drivers; real GDP will likely expand by 
5.5-6% this year before decelerating to a more sustainable 5% rate in 2012/13. One of the most encouraging macroeco-
nomic developments in Colombia has been the gradual reduction in the unemployment rate to single-digit levels, helping to 
boost household consumption. Additionally, the government’s firm commitment to ensuring fiscal sustainability, the recent 
ratification of the bilateral trade pact by the US Congress, a robust domestic financial sector, and the rapidly improving trade 
and investment relations with Venezuela will contribute to accelerating economic growth.     

 Inflation & Monetary Context ► The Colombian central bank maintains a firm commitment to its inflation-targeting regime. In 
response to inflationary pressures that pushed the headline rate to 3.96% y/y in November, the authorities decided to in-
crease the administered interest rate by 25 basis points (bps) to 4.75% on November 25th, interrupting three consecutive 
months of stable monetary conditions. At the same time, the central bank reaffirmed the inflation target of 3% +/- 1% for 
2012. Robust domestic demand and fast growth in local credit in the context of improving labour market conditions were the 
primary reasons for the rate increase. Looking ahead, we estimate that consumer price inflation will converge towards the 
centre of the target range by the end of next year.       

 Fiscal & Current Account Balance ► The external sector remains vibrant due to strong demand for Colombian goods 
(such as crude oil, coffee and coal) and improved household finances. However, despite positive terms of trade, the external 
sector will not be a major contributor to GDP growth this year. The current account deficit will remain manageable at 2.8% of 
GDP in 2011/12. Massive foreign direct equity inflows directed at the mining and energy sectors will easily cover the external 
financial gap. The government remains committed to fiscal consolidation: a structural fiscal rule modeled after Chile will ad-
dress structural rigidities and reduce the deficit from an estimated 3.5% of GDP in 2011 to 2.3% in 2014.  The Santos ad-
ministration plans to reduce the government’s stake in the state-owned oil company in 2012.    

Institutional Framework & Political Environment 

 Governance ► President Juan Manuel Santos enjoys enough popular support to advance his administration’s agenda of 
structural reforms. Regional and municipal elections conducted on October 30th provided a test of democratic strength. Rela-
tions with Venezuela will improve following the recent signing of a bilateral trade pact and the pursuit of energy integration 
initiatives. Colombia is a key military ally and economic partner of the United States. The preferential trade agreement ap-
proved recently by the US congress is a positive development that will boost bilateral trade and investment flows. While the 
fight against illegal narco-terrorist activity remains intense in rural areas, the Santos administration welcomes the engineer-
ing of a viable political solution to four decades of a violent civil conflict.     

 Financial Sector ► The financial sector remains well supervised and adequately capitalized. A prolonged period of low in-
terest rates and domestic recovery has contributed to a steady increase in credit activity and household indebtedness. Con-
sumer and commercial lending activity is growing at an annual rate of 22% y/y. Monetary and regulatory tightening meas-
ures may decelerate the pace of domestic credit expansion. 
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Capital Market Dynamics 

 Foreign Exchange ► A fixed exchange-rate regime with tight capital controls has been place since 2003. In 2010, the au-
thorities devalued the Venezuelan Bolívar (VEF) from 2.15 to 4.30 per USD and introduced a parallel exchange rate to be 
used exclusively for essential imports. Additionally, legislation was approved that allows all foreign exchange transactions to 
be supervised and/or controlled by the central bank. An informal exchange rate system has emerged as a result of these 
regulatory changes. External financial shocks, adverse oil price shifts, and policy uncertainties related to next year’s presi-
dential election could prompt further currency adjustments in the near term.    

 Sovereign Debt & Credit Ratings ► Sovereign credit ratings for Venezuela remain below investment grade. The country’s 
credit default swaps, at around 1,000 basis points (bps), remain among the highest in the region together with those from 
Argentina. The state-owned oil company, PDVSA (Petróleos de Venezuela S.A.) has announced a new bond issuance for 
US$2.4 billion maturing in 2021 that will be used to pay outstanding notes due in 2013. With this, the total debt issued by the 
government and the company rose to nearly US$17.6 billion in 2011. PDVSA revenues account for more than half of the 
country’s total income. We do not foresee any changes in the nation’s sovereign credit rating in the coming months; how-
ever, next year’s presidential election and/or any unexpected sharp fall in crude oil prices could prompt rating agencies to 
adjust the country’s risk profile. Sovereign ratings currently stand at: Standard & Poor’s “B+”, Fitch “B+” and Moody’s “B2”.  

 Equity Market ► Venezuela’s equity market is relatively small, with the market capitalization of the General Index at 
US$5.10 billion and only 12 stocks active. The government’s unfriendly market policies keep capital markets subdued and 
illiquid.  

Economic Outlook 

 Growth ► We expect Venezuela to grow by 3.8% in 2011 and by an average of 3.9% in 2012/13. After a poor economic 
performance in 2010 (GDP contracted 1.5%), the economic recovery in Venezuela in the first three quarters of 2011 signifi-
cantly improved. Based on the latest official figures, in the third quarter Venezuela’s real GDP grew by a surprising 4.2% y/y, 
following advances of 4.8% y/y and 2.5% y/y in the first and second quarters, respectively. Economic growth has been led 
by the strong performance of the local financial sector, government spending (especially in the construction sector) and a 
recovery –though moderate- in local demand. Additionally, a base effect from 2010 has boosted this year’s numbers. We 
anticipate that government spending will continue to increase as the 2012 elections approach, which will help consumption. 
However, the high inflationary environment, less friendly private investment policies, elevated debt burden, and high expo-
sure to a drop in oil prices will weigh on the country’s 2012/13 economic outlook.    

 Inflation & Monetary Context ► Venezuela’s inflation rate is one of the highest in the region and we expect it to remain ele-
vated. Inflation restarted its upward trend last April, reaching 28.9% y/y in November. Prices for basic products such as corn 
oil, sugar, and milk remain controlled by the government. Given the resulting supply shortage, a “black market” has devel-
oped, through which goods are sold at higher rates. Recently, the government announced that for the holiday season, the 
official prices of some food items would be reduced. We expect more of this type of announcement ahead of the presidential 
election in October 2012. We anticipate that price distortions will remain high, with annual inflation rate soaring between 25% 
and 30% in the 2012/13 period. 

 Fiscal & Current Account Balance ► The nation’s fiscal deficit will widen with increased spending leading up to next Octo-
ber’s election. With oil profits accounting for half of the country’s total revenue and about 95% of total exports, the country re-
mains vulnerable to any shifts in oil prices. Exports increased 53% y/y in the third quarter with oil sales expanding 48% y/y, 
mainly driven by high prices. Imports grew 20% y/y in the same period, with both public and private consumption advancing. It 
is worth noting that Venezuela imports almost two thirds of its basic consumption products. We expect the current account sur-
plus to narrow in the coming years as oil prices stabilize and production remains stable. Joint-venture projects between Vene-
zuela’s oil company and China’s National Petroleum Corporation – with loans from China being repaid with oil – will keep oil 
production high in the coming years.  

Institutional Framework & Political Environment 

 Governance ► The current president, Hugo Chávez, has announced that he will seek his third-consecutive term in office. 
The president announced in June that he was fighting cancer (with no detail provided on the type or severity), creating high 
uncertainty over the nation’s future political course. Recent polls confirm that Chávez’s popularity has increased to around 
60% due to his illness and subsequent recovery, prompting political analysts to question whether this could be a vote-
seeking strategy. The opposition party will nominate a candidate in early 2012.  

 Financial Sector ► The financial sector remains sound in Venezuela, with 22 commercial banks currently operating in the 
country. Recent data published by the Superintendent Office of Banking Sector Institutions shows a significant decrease in 
the non-performing loans ratio from 3.6% in October 2010 to 1.7% in October 2011. Deposits in the banking system in-
creased to close to 40% over the last year, with deposits in current accounts accounting for 62% of total deposits. 

Daniela Blancas  
daniela_blancas@scotiacapital.com 
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Capital Market Dynamics 

 Foreign Exchange ► Peru offers the most stable exchange rate environment within the Americas. In fact, the Peruvian sol 
(PEN) has been the best-performing Latin American currency, having gained 4.5% versus the US dollar (USD) over the past 
12 months. Exchange rate stability is a key priority of the monetary authorities to speed up the process of structural de-
dollarization and minimize currency volatility to aid inflation control. The Peruvian central bank holds at present US$49.3 bil-
lion in net international reserves, an increase of 12% over last year. We expect the PEN per USD rate to maintain a stable 
pattern and to close 2012 at 2.63.    

 Sovereign Debt & Credit Ratings ► In line with the positive environment present in the core countries within Latin Amer-
ica, Peru enjoys a favourable credit rating position. Moody’s has maintained a “positive” outlook on the country’s long-term 
foreign-currency “Baa3” rating since March 2011. Both Standard & Poor’s and Fitch rate Peru as a “BBB” sovereign credit 
with a “stable” outlook. Peru has not been immune to the most recent wave of global financial stress, as indicated by the in-
crease in the credit default swap (CDS) level to 190 basis points (bps) in late November before closing the year at 165 bps. 
Although policy uncertainties linked to the presidential succession have somewhat dissipated, Peru’s market risk perception 
has suffered as a result of the ongoing Europe-centred credit differentiation stress.     

 Equity Market ► Peru has been unable to avoid the asset-price correction phase affecting emerging-market jurisdictions 
around the world. Peruvian stocks, as measured by the benchmark IGBVL index, have lost 14% in USD-adjusted terms 
since January 2011, in line with the regional pattern currently affecting Latin American bourses. In relative terms, however, 
Peruvian equity securities showed a slightly better performance compared to peer markets in Brazil, Chile and Colombia. 
Looking ahead, the pace of Chinese economic growth and the direction of metal prices will remain key drivers of capital 
flows to local-currency markets in Peru.    

Economic Outlook 

 Growth ► The Peruvian economy remains in excellent shape. Although there are incipient signs of a healthy deceleration, 
the country continues to grow at high rates relative to others in the region. Private consumption, aided by strong credit eas-
ing and improved household finances, remains an important driver of growth. Once pre-election uncertainties subsided, busi-
ness confidence indicators began to reflect an improved investment outlook. Output expanded by 6.6% y/y in the third quar-
ter, down slightly from the 6.8% advance of the previous quarter. We estimate that the economy will grow by 6.9% in 2011, 
followed by a yearly rate of expansion ranging between 5% and 6% in 2012/13.     

 Inflation & Monetary Context ► Price pressures continue to build. Food price inflation (up 7.6% y/y in November) is driving 
overall prices higher, with the headline rate at 4.6% y/y. Core and headline inflation indicators have been increasing since 
2010, breaching the upper end of the 2% +/- 1% target range. Despite the latest inflation readings, the Peruvian monetary 
authorities estimate that commodity prices will generally stabilize in 2012, guiding the headline rate towards the official tar-
get, which we estimate will be around 3% by the end of next year. On November 10th, the central bank opted to maintain the 
reference rate unchanged for the seventh consecutive month, at 4.25%. Under the assumption that economic activity (both 
abroad and at home) decelerates and that food-related commodity prices stabilize, we anticipate that the central bank will 
resume a monetary easing cycle in 2012.       

 Fiscal & Current Account Balance ► Peru’s external sector continues to display robust performance, with year-to-date ex-
ports growing at a yearly rate of 36% (versus import growth of 32%). Relevant export commodity prices remain a key contribu-
tor to the widening foreign trade surplus, which increased by 50% during the first three quarters of 2011 over the same pe-
riod in 2010. Following mid-year adjustments, copper, gold and crude oil prices have resumed an upward trajectory, boost-
ing Peru’s terms of trade. Meanwhile, the fiscal situation offers a promising outlook, with a budgetary surplus estimated to 
remain in place through the end of 2013.    

Institutional Framework & Political Environment 

 Governance ► The administration of President Ollanta Humala, which inherited a vibrant, though somewhat decelerating 
economy, will be adjusting government policies to meet social and economic demands from multiple segments of society. A 
fiscal stimulus programme underway will help prepare the economy for an eventual slowdown in global economic activity. A 
relevant cabinet reshuffle which took place in December 2011 (President Humala replaced 10 out of 18 ministers) will not 
have a material impact on government policy direction in the near term. Relations with key neighbouring countries such as 
Brazil will translate into improved regional economic integration.     

 Financial Sector ► The Peruvian financial sector is well equipped to face potential adverse external events. Local banks 
are adequately capitalized with low and manageable non-performing asset ratios. Domestic credit growth has begun to mod-
erate, expanding at an annual 19.4% y/y rate in October 2011, down from the 22% peak recorded last July. The consumer 
and mortgage segments – up 21% y/y and 27%, respectively – continue to lead lending growth. The systemic credit dollari-
zation ratio has been trending downward, reaching 45% as of October 2011, down from 47% a year ago. 
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Capital Market Dynamics 

 Foreign Exchange ► Heightened global financial stress and volatile adjustments in metal prices have instilled a weakening 
trend into the Chilean peso (CLP) during the latter part of 2011, which we expect to reverse as we enter the first months of 
the new year. The central bank, which counts on US$38.7 billion in international reserves (up 46% over the past 12 months) 
is about to complete its pre-established accumulation programme. The authorities remain sensitive to the exchange-rate im-
plications of large-scale foreign capital flows seeking high-yield investment options in developing countries in the Americas 
and, therefore, stand ready to establish alternative intervention mechanisms, if need be. We expect the CLP to regain a 
moderate appreciating tone once market risks subside and to stabilize within the 500-520 range during the first half of 2012. 

 Sovereign Debt & Credit Ratings ► Chile remains the best-rated sovereign credit within the developing Americas. Interna-
tional credit rating agencies have affirmed its full investment-grade rating for many years now; moreover, Standard & Poor’s 
has maintained a “positive” outlook on the country’s long-term foreign-currency “A+” rating since December 2010.  In addi-
tion, Moody’s and Fitch maintain a “stable” outlook on their “Aa3” and “A+” ratings, respectively. Notwithstanding the agen-
cies’ rating position, investors’ perception of Chilean creditworthiness has moderately deteriorated during the second half of 
the year despite Chile’s net external creditor status. Indeed, the country’s sovereign credit default swaps (CDS) reached as 
high as 169 basis points (bps) in October from a low of 56 bps in February, primarily influenced by exogenous (i.e., Euro-
pean debt) risk factors, and by some concerns regarding governance dynamics.      

 Equity Market ► The Chilean equity securities market has followed a volatile and bearish trend since January, accumulat-
ing a 24% loss in USD-adjusted terms year-to-date. The negative tone affecting Chilean stocks has been primarily influ-
enced by profit-taking activity currently in place within the core group of emerging markets. The ongoing Chilean adjustment 
is quite similar to the one suffered by Brazilian equity assets. Meanwhile, domestic private pension funds, with US$143 bil-
lion in total assets under management (36% of which are allocated to foreign securities), continue to occupy a dominant role 
in local-currency trading dynamics.    

Economic Outlook 

 Growth ► The US$240-billion Chilean economy is adequately prepared to adjust to a decelerating global environment, al-
though the expansion in 2012 will be much lower than the 6.2% rate estimated for this year. The fragile conditions affecting 
the advanced nations in Europe and North America will have an adverse, yet manageable, effect on Chile as long as China 
maintains a relatively robust growth environment. Economic data as of the third quarter of the year showed persistent 
strength in domestic private consumption, yet the speed of overall economic activity is gradually decelerating. We estimate 
that Chilean GDP will expand on average by 4% in 2012 and somewhat accelerate to a 5% rate in 2013.     

 Inflation & Monetary Context ► The central bank of Chile remains firmly committed to securing price stability through a credible 
inflation-targeting regime. Price dynamics continue to be influenced by volatile shifts in relevant energy and metal commodity 
prices as well as by exchange rate swings resulting from external market developments. However, the headline inflation 
rate, which reached 3.9% y/y last November, will converge to and remain within the 3% +/- 1% official target range through 
the end of 2013. The Chilean central bank, sensitive to exogenous factors, has opted to keep monetary conditions un-
changed at its latest policy-setting meetings, maintaining the reference rate at 5.25%. Nevertheless, we expect that the au-
thorities will inject monetary stimulus as the global economic environment further deteriorates by reducing the reference rate 
by 100 bps in 2012.        

 Fiscal & Current Account Balance ► As a trade-intensive and financially integrated economy, Chile has been adversely af-
fected by the sluggish global economic recovery and its direct effects on export-sensitive commodity prices. The trade imbal-
ance increased as import growth (around 30% y/y) outpaced the increase in exports (25% y/y). The current account will ex-
perience a deficit equivalent to 1% of GDP in 2012. On the fiscal front, the budget will be in surplus through the end of next 
year, positively influenced by a relatively robust economy.    

Institutional Framework & Political Environment 

 Governance ► The administration of President Sebastián Piñera is suffering from a steady decline in approval ratings as 
popular demands for public sector reform and higher spending on health and education intensify. The combination of height-
ened strike activity (in search of higher wage gains) and public social dissatisfaction has elevated the weight of political fac-
tors in the country’s total risk equation. The likelihood of a reactive tax reform has increased. Municipal elections in October 
2012 will mark a political test for the current government ahead of the November 2013 general elections.     

 Financial Sector ► Domestic lending continues to accelerate at a rapid pace: total loans increased by 16.5% y/y as of Sep-
tember 2011. The Chilean banking sector remains well capitalized: according to the latest financial stability report, the sys-
tem’s capital adequacy ratio was 13.8%, representing a 3.7% excess over the regulatory requirement. Profitability indicators 
also showed that, on average, the system’s return on equity exceeded the 18% y/y mark as of April 2011, with a significant 
contribution from retail, commercial and mortgage finance segments. 
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Capital Market Dynamics 

 Foreign Exchange ► The local currency environment is consolidating a trading range following the severe global financial 
stress that materialized during September 2011. We estimate that the Uruguayan peso (UYU) will reach 19 per US dollar 
(USD) at the end of 2012. The UYU, which remains strongly correlated with – and influenced by – the Brazilian real (BRL), 
will not be immune to any global market shocks which may emerge as a result of deteriorating financial and economic devel-
opments in Europe. At present, the central bank retains US$10 billion in international reserve assets, covering 70% of for-
eign-currency deposits.  

 Sovereign Debt & Credit Ratings ► Uruguay’s sovereign creditworthiness continues to improve in line with the trend en-
joyed by the best-rated sovereign borrowers in South America. Following upward credit rating revisions from Standard & 
Poor’s (to BBB-) and Fitch (to BB+) in July 2011, the country’s credit rating outlook now shows signs of stabilization. 
Moody’s assigned a “Ba1” rating to Uruguay, following a two-notch upgrade in December 2010. At a USD-based yield of 220 
basis points (bps) over US Treasury (UST) bonds, market metrics position Uruguay at a risk level similar to that of Brazil. 
The authorities, through a strategic of active liability management, remain committed to the de-dollarization of government 
debt by favouring the issuance of peso-denominated government securities (now accounting for 46.6% of total liabilities). 
Public sector gross external debt represents 35% of GDP, a significant reduction form the 90% mark recorded in 2003.  

Economic Outlook 

 Growth ► The near-term growth outlook for the US$45 billion Uruguayan economy remains promising, despite evidence of 
moderating activity (particularly in the construction and export sectors). Following an average annual growth rate of 6.2% 
over the past five years and an estimated 6% advance in 2011, the economy will likely expand by 5% on average in 
2012/13. Fuelled by robust domestic consumption and investment demand, output expanded by 5.7% during the first half of 
the year. Industrial production, which increased by a strong 5% during the first seven months of the year, showed a monthly 
decline in October. The outlook for household incomes of the 3.4-million-people nation is also very growth-supportive, with 
an unemployment rate of 5.9% (as at August), down from end-year rates of 6.7% and 7.3% in 2010 and 2009, respectively.      

 Inflation & Monetary Context ► Inflation control remains a top government priority. The combined effect of robust economic ac-
tivity, persistently high energy costs and tight labour markets continue to inject price pressures into the Uruguayan economy. 
Yearly consumer price inflation increased on average by 7.4% over the past five years. Real wage adjustments in excess of 4% 
over the same period have helped fuel consumption-driven price adjustments. According to recent surveys, the headline inflation 
rate, which reached 8.4% y/y in November, will close the year at 8% before declining modestly to 7% by the end of 2012. Pro-
ducer prices declined from 23% y/y in April to 11.7% y/y in October. Real interest rates remain broadly stable despite persistent 
inflationary pressures; indeed, the monetary policy committee of the Uruguayan central bank, which pursues a 5% ± 1% inflation 
target, opted to keep the monetary policy rate unchanged at 8% at its quarterly meeting in September. Prior to this, the central 
bank had increased its policy-setting rate by 175 bps over a 12-month period in response to escalating price pressures.    

 Fiscal & Current Account Balance ► The nation’s fiscal outlook remains sound, pointing to a comfortable sovereign debt 
sustainability position. The consolidated public sector deficit will range between 0.8% and 1% of GDP in 2011-12 while gross 
public sector debt will stay manageable, below the 60% of GDP mark through the end of 2012. The government remains 
committed to reducing its dependence on foreign-currency sources of funding, as shown by the size of gross external debt, 
which declined from 53% to 35% of GDP over the past five years. On the external front, the current account deficit reached 
2.3% of GDP in the first half of the year on the back of a gradual widening of the trade imbalance. However, strong foreign 
direct investment inflows averaging US$2.3 billion per year continue to fund the external gap.      

Institutional Framework & Political Environment 

 Governance ► The administration of President José Mujica (Frente Amplio coalition), elected for a five-year term to March 
2015, is showing strong signs of pragmatism and effectiveness in the conduct of macroeconomic policies. A stable political 
environment and policy continuity have strengthened the country’s institutional framework, despite a weakened and divided 
opposition. The alignment to a Brazil-like investor-friendly policy framework, which is attracting sizable foreign investment 
inflows, offers an improving business climate. Relatively strong economic performance in Brazil also acts as an offsetting 
factor against potential contagion risk from financial shocks originating in neighbouring Argentina.      

 Financial Sector ► The well-capitalized domestic banking sector continues to enjoy a favourable environment due to 
healthy operating margins and attractive development potential in the context of high inflation (domestic credit to the non-
financial private sector currently represents only 22% of GDP). Elevated dollarization of banks’ assets and liabilities, still con-
sidered by the global creditor community as a vulnerability, remains a key structural characteristic of the Uruguayan banking 
sector, where foreign-currency deposits account for 75% of total deposits. Looking ahead, the industry will likely continue to 
benefit from a favourable operating environment in the context of increasing consolidation and competition.  
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Brazil
Population (millions) as of
2010
201

1998 2009 2010 2011 2012 2013
Ratios and Rates of Change
Real GDP (% change) -0.3 7.5 2.8 3.8 4.5
Industrial Production (% change) -7.4 10.5 1.0 3.4 4.5
Current Account (% GDP) -1.5 -2.2 -2.3 -2.8 -2.8
Foreign Reserves, Months of Imports 22.5 19.1 18.9 20.0 21.4
Exchange Rate USDBRL (% change) 24.6 4.8 -8.3 2.8 1.7
CPI (EOP, % change) 4.3 5.9 6.5 5.5 5.0
Government Balance (% GDP) -3.1 -2.9 -2.5 -2.8 -2.6

Actual Numbers
Nominal GDP (USD, bn) 1,636.3      2,136.9      2,388.2      2,466.2      2,655.5      
Exchange Rate USDBRL (EOP) 1.74 1.66 1.80 1.75 1.85
Central Bank Rate (EOP %) 8.75 10.75 11.00 10.00 10.50
Exports (USD, bn) 153.0 201.9 255 280 300
Imports (USD, bn) 127.7 181.7 225 255 280
Trade Balance (USD, bn) 25.3 20.2 30 25 20
Current Account (USD bn) -24.3 -47.4 -55 -69 -74.9
Foreign Reserves (USD bn) 239.1 288.6 355 425 500

Argentina
Population (millions) as of
2010
41

1998 2009 2010 2011 2012 2013
Ratios and Rates of Change
Real GDP (% change) 0.9 9.2 7.0 3.5 4.5
Industrial Production (% change) 0.1 9.7 6.0 4.0 4.0
Current Account % GDP 3.4 0.8 -0.2 -0.7 -1.0
Foreign Reserves, Months of Imports 14.9 11.1 7.2 6.0 5.1
Exchange Rate USDARS (% change) 18.6 3.9 4.8 6.0 6.5
CPI (EOP, % change) 7.7 10.9 25.0 30.0 20.0
Government Balance (% GDP) -3.62 -1.56 -2.013 -1.885 -1.535

Actual Numbers
Nominal GDP (USD, bn) 323.3         401.1         438.8         463.8         511.6         
Exchange Rate USDARS (EOP) 3.80 3.98 4.50 5.50 6.00
Exports (USD, bn) 55.7 68.1 85 90 100
Imports (USD, bn) 38.8 56.5 75 80 90
Trade Balance (USD, bn) 16.9 11.6 10 10 10
Current Account (USD bn) 11.1 3.0 -1.0 -3.0 -5.0
Foreign Reserves (USD bn) 48.0 52.1 45.0 40.0 38.0

Mexico
Population (millions) as of
2010
109

1998 2009 2010 2011 2012 2013
Ratios and Rates of Change
Real GDP (% change) -6.1 5.4 3.9 3.0 3.7
Industrial Production (% change) -7.6 6.0 3.8 2.7 3.9
Current Account (% GDP) -0.7 -0.5 -1.1 -1.5 -1.7
Foreign Reserves, Months of Imports 4.7 4.5 4.9 4.6 4.5
Exchange Rate USDMXN (% change) 4.3 5.7 -9.6 3.8 -2.4
CPI (EOP, % change) 3.6 4.4 3.6 4.0 4.1
Government Balance (% of GDP) -4.7 -4.3 -3.2 -2.8 -2.5

Actual Numbers
Nominal GDP (USD, bn) 935.8         1,099.2      1,199.6      1,201.3      1,291.4      
Exchange Rate USDMXN (EOP) 13.09 12.34 13.53 13.02 13.33
Central Bank Rate (EOP %) 4.50 4.50 4.50 4.50 5.25
Exports (USD, bn) 229.8 298.5 347 365 386
Imports (USD, bn) 234.4 301.5 352 373 399
Trade Balance (USD, bn) -4.6 -3.0 -5.4 -8.2 -13.3
Current Account (USD bn) -6.4 -5.7 -13.2 -18.2 -18.2
Foreign Reserves (USD bn) 90.9 113.6 142.5 143.5 149.7

Colombia
Population (millions) as of
2010
44

1998 2009 2010 2011 2012 2013
Ratios and Rates of Change
Real GDP (% change) 1.4 4.3 5.5 5.0 5.0
Industrial Production (% change) -4.9 4.9 5.0 4.0 4.5
Current Account (% GDP) -2.1 -3.0 -2.8 -2.5 -2.0
Foreign Reserves, Months of Imports 9.3 8.4 7.2 7.4 7.2
Exchange Rate USDCOP (% change) 9.1 6.7 -1.7 3.6 -1.6
CPI (EOP, % change) 2.0 3.2 3.5 3.3 3.0
Government Balance (% GDP) -2.6 -3.1 -3.0 -1.5 -1.2

Actual Numbers
Nominal GDP (USD, bn) 235.0         291.2         323.3         342.4         371.7         
Exchange Rate USDCOP (EOP) 2044 1908 1940 1870 1900
Central Bank Rate (EOP %) 3.50 3.00 4.75 5.25 5.25
Exports (USD, bn) 32.9 39.8 55 65 80
Imports (USD, bn) 32.9 40.7 55 62 75
Trade Balance (USD, bn) 0.0 -0.9 0 3 5
Current Account (USD bn) -5.0 -8.9 -9.1 -8.6 -7.4
Foreign Reserves (USD bn) 25.4 28.5 33.0 38.0 45.0

Sources: IMF, WEO September 2011, National Statistics office and Ministry of Finance of each country, Bloomberg and Scotiabank Group. 
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Chile
Population (millions) as of
2010
17

1998 2009 2010 2011 2012 2013
Ratios and Rates of Change
Real GDP (% change) -1.7 5.2 6.2 3.9 5.5
Industrial Production (% change) -6.7 0.5 5.2 0.2 5.6
Current Account (% GDP) 1.5 1.9 -0.7 -2.4 -1.5
Foreign Reserves, Months of Imports 7.6 6.3 6.5 6.8 6.8
Exchange Rate USDCLP (% change) 20.5 7.8 -10.0 1.0 2.0
CPI (EOP, % change) 1.5 1.4 3.8 2.8 3.5
Government Balance (% GDP) -4.369 -0.312 1.4 1.6 1.4

Actual Numbers
Nominal GDP (USD, bn) 166.0         205.4         236.6         247.8         270.1         
Exchange Rate USDCLP (EOP) 507 468 515 510 500
Central Bank Rate (EOP %) 0.50 3.25 5.25 4.25 4.75
Exports (USD, bn) 54.0 68.4 85 90 100
Imports (USD, bn) 39.9 53.0 72 80 92
Trade Balance (USD, bn) 14.1 15.4 13 10 8
Current Account (USD bn) 2.6 3.8 -1.5 -5.9 -4.1
Foreign Reserves (USD bn) 25.4 27.9 39.0 45.0 52.0

Uruguay
Population (millions) as of
2010
3

1998 2009 2010 2011 2012 2013
Ratios and Rates of Change
Real GDP (% change) 2.5 8.5 6.0 4.0 4.5
Current Account (% GDP) -0.4 -1.2 -2.3 -2.5 -2.5
Foreign Reserves, Months of Imports 14.7 11.4 12.0 9.2 9.0
Exchange Rate USDUYU (% change) 20.1 -2.1 -0.5 5.0 -2.6
CPI (EOP, % change) 5.9 6.9 8.0 7.0 6.0
Government Balance (% GDP) -1.7 -1.2 -1.6 -1.1 -1.0

Actual Numbers
Nominal GDP (USD, bn) 31.9           40.0           47.9           52.0           58.9           
Exchange Rate USDUYU (EOP) 19.50 19.90 20.00 19.00 19.50
Central Bank Rate (EOP) 4.2 4.11 8.00 7.00 7.00
Exports (USD, bn) 5.5 6.8 8 10 12
Imports (USD, bn) 6.5 8.2 10 13 16
Trade Balance (USD, bn) -1.0 -1.4 -2.0 -3.0 -4.0
Current Account (USD bn) -0.1 -0.5 -1.1 -1.3 -1.5
Foreign Reserves (USD bn) 8.0 7.7 10 10 12.0

Sources: IMF, WEO September 2011, National Statistics office and Ministry of Finance of each country, Bloomberg and Scotiabank Group. 

Venezuela
Population (millions) as of
2010
29

1998 2009 2010 2011 2012 2013
Ratios and Rates of Change
Real GDP (% change) -3.2 -1.5 3.8 4.0 3.8
Current Account % GDP 2.6 3.1 8.5 6.0 5.0
Foreign Reserves, Months of Imports 10.8 9.4 10.2 7.6 7.2
Exchange Rate USDVEB (% change) 0.0 -100.0 -0.1 -19.8 0.0
CPI (EOP, % change) 25.1 27.4 27.0 30.0 25.0
Government Balance (% GDP) -8.2 -5.9 -5.2 -6.9 -4.0

Actual Numbers
Nominal GDP (USD, bn) 326.1         387.9         402.6         418.7         434.6         
Exchange Rate USDVEB (EOP) 2.15 4.29 4.30 5.15 5.15
Exports (USD, bn) 57.6 65.8 92 88 80
Imports (USD, bn) 39.6 38.6 47 55 50
Trade Balance (USD, bn) 17.9 27.2 45 33 30
Current Account (USD bn) 8.6 12.1 34.2 25.0 22.0
Foreign Reserves (USD bn) 35.8 30.3 40.0 35.0 30.0

Peru
Population (millions) as of
2010
29

1998 2009 2010 2011 2012 2013
Ratios and Rates of Change
Real GDP (% change) 1.1 8.8 6.9 5.5 5.6
Industrial Production (% change) -7.2 13.6 6.6 5.5 5.8
Current Account % GDP 0.2 -1.5 -2.4 -2.5 -2.7
Foreign Reserves, Months of Imports 14.1 17.3 16.2 16.0 13.9
Exchange Rate USDPEN (% change) 7.9 2.8 4.5 1.9 1.9
CPI (EOP, % change) 0.2 2.1 4.8 3.0 2.5
Government Balance (% GDP) -1.9 -0.4 0.6 0.9 1.4

Actual Numbers
Nominal GDP (USD, bn) 128.2         154.4         178.4         197.2         214.7         
Exchange Rate USDPEN (EOP) 2.89 2.81 2.68 2.63 2.58
Central Bank Rate (EOP %) 1.25 3.00 4.25 3.50 3.50
Exports (USD, bn) 32.7 35.5 44 48 52
Imports (USD, bn) 26.4 28.8 37 40 45
Trade Balance (USD, bn) 6.3 6.7 7.0 7.9 7.0
Current Account (USD bn) 0.2 -2.3 -4.3 -4.9 -5.8
Foreign Reserves (USD bn) 31.0 41.7 50.0 53.0 52.0
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Australia         
Singapore        

             

Aa1                  

               
Belgium(rwn)                      

Hong Kong(+)      
              AA+

                 
United States(-)    

                                                                AA+
                

Bermuda        
    Belgium(-)     

                
Hong Kong       

             

Aa2
                 

Bermuda         

               

                 

               
Kuwait         
Qatar          

United Arab 
Emirates

AA
                 

Bermuda          
                 

Belgium(rwn)       
                  

New Zealand        

                  
Kuwait             
Qatar              

AA                                 
                

Japan(-)         
New Zealand      

              
Kuwait         

Aa3
                 

Cayman Islands    
Chile             

               
Slovenia(rwn)    

                  
China(+)           

Japan             
Macao            
Taiwan            

               
Saudi Arabia    

AA-                 

                  
Czech Republic     
Slovenia(rwn)     

Spain(rwn)         

                  
China              

Japan(-)            
Taiwan             

                  
Saudi Arabia        

AA-                 
                

Slovenia(-)     
Spain(-)         

               
              

Saudi Arabia    

A1                  

               
Czech Republic  

Slovakia        
Spain(-)        

                  
South Korea       

               
Israel          
Oman         

A+
                 

Chile(+)           
                  

Slovakia(rwn)       
                  

                  
Israel              

A+
                

Chile            

                
Czech Republic   

Italy(-)           
Malta           

Slovakia         

                
China            

South Korea(+)    
Taiwan          

             

A2                  

               
Italy(-)          

Malta(-)         
Poland         

                               A
                 

Trinidad and 
Tobago           

                  
Italy(rwn)           

Malta(rwn)          
                  

South Korea         
                  

Oman(-)            
A                                                

              
Israel          

A3
                 

Bahamas(-)       
               

                  
Malaysia          

               
South Africa(-)   

A-
                 

Aruba            
                  

Poland            
                  

Malaysia            
                 A-                 

                
Poland          

                
Malaysia         

             

Baa1

                 
Mexico           

Trinidad and 
Tobago           

               
Russia         

                  
Thailand           

               
Bahrain(-)      

BBB+                 
                  

Ireland(rwn)        

                  
Kazakhstan         

Thailand            

                  
South Africa         

BBB+                 
                

Ireland(-)        
               

              
South Africa     

Baa2

                 
Brazil(+)          

                                 
Kazakhstan        

              

BBB

                 
Bahamas         

Brazil             
Mexico           
Peru             

                  
Cyprus(rwn)        

Russia             
                      Bahrain(-)        BBB

                
Aruba           
Brazil           

Mexico          
Panama         

Peru            

                
Cyprus(-)        
Russia(+)        

                
Kazakhstan(+)     

Thailand         

              
Bahrain        

Baa3

                 
Barbados(-)       
Colombia         

Costa Rica        
Panama(+)        

Peru(+)           

               
Croatia         

Cyprus(rwn)     
Iceland(-)       
Romania        

                  
India              

               
Tunisia(-)       

BBB-

                 
Barbados(-)       
Colombia         

Panama(+)        

                  
Croatia(-)          

Hungary(rwn)     
Iceland            

Portugal(rwn)       

                  
India               

                  
Morocco            
Tunisia(-)           

BBB-

                
Colombia        

                
Croatia(-)        
Hungary(-)       
Romania         

                
India           

Indonesia        

              
Morocco       
Tunisia(-)       
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RATING AMERICAS EUROPE ASIA & OCEANIA

MIDDLE EAST 
& AFRICA

Ba1

                 
Guatemala        

Uruguay          
               

Hungary(-)      
Ireland(-)       

                  
Indonesia          

               
Morocco       

BB+
                 

Uruguay          
                  

Romania           
                  

Indonesia(+)         
                 BB+

                
Costa Rica       
Guatemala       

                
Iceland          

Portugal(-)       
Turkey          

                
Philippines        

             

Ba2
                 

El Salvador        

               
Portugal(-)      
Turkey(+)       

                  
Philippines         

               
Jordan(-)       

BB

                 
Costa Rica        

Guatemala(-)      
                  

Turkey(+)          
                  

Philippines          
                  

Jordan(-)           
BB

                
El Salvador       

                

               

              
Egypt(-)        

Ba3                                                                BB-
                 

El Salvador        

                                   
Mongolia           

Vietnam(-)       
                 BB-                                 

                
Sri Lanka         

             

B1

                 
Dominican 
Republic          

St. Vincent and the 
Grenadines       

               

                  
Mongolia          

Papua New Guinea  
Sri Lanka(+)        
Vietnam(-)        

               
Egypt(-)        
Lebanon       

B+

                 
Dominican Republic 

Venezuela         
                 

                  
Papua New Guinea   

Sri Lanka(+)         
                  

Egypt(-)            
B+

                
Venezuela       

                

                
Mongolia         
Vietnam         

             

B2

                 
Venezuela        

               

                  
Cambodia         

              B

                 
Argentina         

                 

                  
Cambodia                             

Lebanon           
B

                
Argentina        
Dominican 
Republic(+)       

                               
              

Lebanon       

B3

                 
Argentina         

Belize            
Jamaica          

Nicaragua         

               
                  

Pakistan           
              B-

                 
Belize(-)          

Ecuador(+)        
Grenada          

Jamaica(-)        

                 
                  

Pakistan            
                 B-

                
Ecuador         
Jamaica         

                                            

Caa1                  
Cuba            

                             CCC+                                                                     CCC+                                                             

Caa2
                 

Ecuador          
                                              CCC                                                                     CCC                 

                
Greece          

                            

Caa3                                                                CCC-                                                                     CCC-                                                             

-                                                                CC                 
                  

Greece(-)          
                                   CC                                                             

-                                                                C                                                                     C                                                             

Ca                  
               

Greece         
                               SD                                                                     RD

                
                                            

Note : (+) "Positive Outlook"; (-) "Negative Outlook"; (rwn/p) "Rating Watch Negative/Positive"; (RUR-/+) "Rating Under Review Negative/Positive"; (DEV) "Outlook Developing"

Ratings as at December 2011

Fitch

INVESTMENT GRADE

Moody's Standard & Poor's

Moody's Standard & Poor's Fitch

SPECULATIVE GRADE
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