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Major Themes

« Economies and financial markets will remain highly inter-
connected, as evidenced by the present crisis. The crisis was not
created nor did it result from these long-standing relationships.

* The future for emerging economies is bright, yet focus is
critical as direct and portfolio investors more actively scrutinize
risks. Fiscal and monetary policies matter.

- Communication strategies of policy and plans are pivotal.
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Governments

Risk Free rates are no longer “Risk Free.”

Public spending propped demand in many nations. Limits will
soon be reached and markets will increasingly scrutinize
sovereign balance sheets and income statements.

Public spending limits will impact MDG. Nations should
manage local public finance and think creatively regarding
engaging the private sector.

Sovereign credit crisis and FX volatility are opposite sides of the
same coin.
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Fiscal Stimulus and Capacity to Expand

45

35

25

[any
(52

% of GDP, Stimulus

[
[N
(%))

|
N
(9]

Fiscal Space
STRONG or
Ability to Spend

WEAK

[ IFiscal Ease 08 - 11 (Stimulus)
—Cumulative 95 - 07 (Fiscal Space)

Ja'é i
reds—

allyd o

aJodeduis -
e310)| [

eis

IqWojo)—

sp

Source: Datastream and Center for Financial Stability Inc.

80

60

40

20

Dialog * Insight * Solutions

% of GDP, Fiscal Space




Dialog * Insight * Solutions

Cumulative Deficits in Deep Downturns, % of GDP
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USG Debt Maturities Spike in Coming Year
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Debt Restructuring: The Way Forward

The Economic Subcommittee (ESC) to Bank Advisory
Committees during the Brady Debt restructuring era
provides a blueprint for identifying common ground,
deepening communication, and paving the way for the
benefit of creditors and debtors alike.
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Economic Growth Improvement Post Debt Reduction
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New Strategy: Financial Program
Substitute Math for Rhetoric

* Economics — restoring growth for a long-term solution,
* Finance - identifying sustainable levels of debt and potentially
needed support for banks,

« Official Institutions - highlighting available official resources to
support and ensure implementation of a successful program.
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Component Currency Strains in the Euro
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Limits to the Fed’s Quantitative Easing (QE)
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Commodity Market Paradigm Shift
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A Development Success Story:
GDP for 24 Large Emerging Economies
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A Changing World: Largest 20 Nations by Population

9. 10. 11. 12.
8. Japan Nigeria Mexico German  13.
7. Bangladesh Vietnamlt.

Philippines

15.

Iran 16&.

Egvpt

17.

Turkey
14.

Ethiopia
19.
Thailand
20.
UK
20.
Thailand
19.
3. Germany
s 148.
4, Turkey
Indonesia 17.
S. Egypt
Pakistan 6. 16.
15. [Iran
7. 14, WVietmam
Bangladesh B. 13. Philippines
Migeria 9. 10, 11. 12. Ethiopia

Mexico Russia Japan Congo

Source: United Nations and Center for Financial Stability, Inc.




Dialog * Insight * Solutions

Regional Trends in Direct Foreign Investment
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CFS Solution: Platform and Community
What we are doing to help!

Investors

Financial
Policy CFS facilitates development of a
Research . . .
community of market participants,
officials, and academics.

Economic
Analysis

Officials

The community is built on research,
events, and outreach to officials.

SOIWapesy

Technology is at the heart of the
CFS.

Public
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Educational Tools

« Advances in Monetary and Financial Measurement (AMFM) —
CFS Director William A. Barnett directs a program to deepen state-of-the-
art advances in monetary and financial measurement and to make the
result in data available to the public.

* Historical Financial Statistics — CFS formed a joint venture with
Johns Hopkins University to develop the HFS, which is now the central,
online source in the world for free economic and financial data.

* Financial Policy Library — Brief synopsis of key issues and relevant
studies across 14 major financial policy.

* Financial Stability Reports — Monthly compilation of a broad range of
Financial Stability reports by financial regulators and central banks in over
60 countries.

* Financial Crisis Timeline — Key events from 2007 to the present
across markets, the Fed, Treasury, institutions, and other areas.
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Conclusions

« Economies and financial markets will remain highly inter-
connected, as evidenced by the present crisis. Nations and
financial markets will remain highly inter-connected with
implications for MDG.

« Corporations seek to invest in emerging economies, providing
potential opportunities for capital, job creation and technology.

* The conduct of policy matters.

« Communication strategies related to policies and plans are
pivotal.
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About CFS and Disclosure

The Center for Financial Stability (CFS) is a private, nonprofit institution focusing on global finance
and markets. Its research is nonpartisan.

The CFS is dedicated to the integration of finance, law, and economics. The organization is unique,
as it focuses on market mechanics and linkages while serving as a private sector check on
government actions.

This publication reflects the judgments and recommendations of the author(s). They do not
necessarily represent the views of Members of the Advisory Board or Trustees, whose involvement
in no way should be interpreted as an endorsement of the report by either themselves or the
organizations with which they are affiliated.

The organization’s website is www.CenterforFinancial Stability.org.

The Center for Financial Stability is a non-profit 501(c)(3)
organization formed for educational purposes.
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