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BRICs Potential and Consequences

By 2035 — 30 years — BRICs GDP may match G6.

By GDP 2010, annual increase in demand could match
G6.

China & India could challenge the US.

BRICs wealth — GDP per capita — still likely to be le  ss
than G6 (except Russia).

Implications

Change in global production, trade & consumption
patterns.

Change in world monetary, and perhaps social order.

Global institutions need to change.




For Business

. Selling to BRICs likely to be more long
lasting than selling from.

. Impact on commodities.
. Impact on financial markets
. Impact on labour.

. For Belgium & Europe, “Chill Out” — it
will help growth and wealth.
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Domestic Demand
Forecasts (%)

% Yyoy 2007 (f) | 2008 (f)
usS : : 1.7 2.1

Japan : : 2.1 2.9
Euroland : : 2.2 2.3
UK : : 3.2 2.6
Switzerland : : 0.5 1.3
China : : 9.4 9.4
India : 6.7 8.7

BRICs : : 8.5 8.6
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Domestic Demand and Growth
Contributions, Last 5 Years

% 2000-2006 average
contribution in USD terms

B Demand Contribution

B Growth Contribution
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Source: World Bank, GS




Inflation Forecasts
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Core CPI in US and Euroland
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Non-Energy Import Prices in
US, Euroland and UK
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Chinese Unit Labour Costs
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The N-11 & BRICs

2006

2050

GDP (US$ bn)

GDP per cap (US$)

GDP (US$ bn)

GDP per ca p (US$)
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Pakistan
Nigeria
Philippines
Egypt
Bangladesh
Vietnam
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The Largest Economies in 2050
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The Largest Economies in 2050
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Actual Growth vs Assumptions

Actual

Assumed

2000-2006

2000-2015
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A Large High -Income Pool
Could Emerge in the BRICs

New People With Incomes Above
$15,000 in the BRICs by 2025

Japan 2025 Total Population

Germany 2025 Total Population

UK 2025 Total Population

France 2025 Total Population

italy 2025 Total Population
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Ensuring the Conditions for
Growth

— Sound, stable macroeconomic policies

— Strong, stable political institutions

— Openness
— High and broad levels of education

— ‘Miracle’ conditions are not needed.
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BRICs & N11. 2006 Growth
Environment Score (GES)

I Overall Index

— Mean (Developing Countries)
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2006 Growth Environment Score
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Euroland Leading Indicator vs
Industrial Production
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German Employment Growth
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Germany Exports to the BRICs

650

Index Germany Exports to
Jan 2000= 100

3-Mth Average — China
India

— RuUssia
— Brazil




Belgian Exports to the BRICs
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European Exports to the BRICs

500

Index
450 9 Jan 2000=100
400 4 3-month MA

— Germany

France

350 - — Spain

300 - — Belgium
250 -1
200 -
150 -
100 -
50 -
0




Euroland Immigration

Net immigratin
as a % of

population,
2004-2005

average
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A Sharp Slowdown in the Housing
Market

4.0
Ratio = Sales/Inventories Ratio, New Homes* (left) % GDP

35 - Residential Investment (right)
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* Using three-month moving averages of sales.
Source: Department of Commerce.
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US Employment

Thousands

— US: Change in Nonfarm Payrolls




US Export and Import Growth
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Updated Estimates for the
Equity Risk Premium?*

Real Expected Real Expected
Real GDP |Earnings Dividend Real Bond Implied |Expected Nominal
Growth Growth + Yield = Return -] Yield = ERP Inflation Return

us 3.0 3.0 1.9 4.9 2.2 2.6 2.0 6.9
Japan 1.5 1.5 1.1 2.6 1.1 1.5 0.5 3.1
UK 2.5 2.5 3.0 5.5 1.9 3.6 2.0 7.5
Europe ex UK 2.3 2.3 2.3 4.6 1.9 2.7 2.0 6.6

World 2.5 2.5 2.1 4.6 1.9 2.6 1.8 6.3

Optimistic World 4.0 4.0 2.1 6.1 1.9 4.1 1.8 7.8
*Calculated as of 11 April 2007.




World ERP, the Last 3 Years
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US: Broad BoP

% of GDP
4-quarter Mov. AvqQ.

P \

Current Account

*Forecast for 2007
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Trends in US Balance of Payments

(% of GDP)

Current Account Worse
Net FDI ) ) ) Mixed/Worse

Net Equity : : : Worse
Net US Treasuries : : : Mixed/Better
US Overseas Bonds : : : Worse
Foreign US Corporates : : : Better
Foreign US Agencies : : : Better

Net Portfolio Mixed/Better
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US Adjusted BBoP (including
Official Reserves)

% GDP
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BRICs BBoP vs Current Account
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Euroland: BBoP vs Current
Account
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Japan: BBoP vs Current
Account

% of GDP
12-Month Mov. Avg.
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Foreign Exchange Forecasts

3-months 6-months 12-months

Current* |Forward Forecast Horward Forecast F¢rward Forec ast

EUR/$ 1.35 1.36 1.35 1.36 1.35 ey 1.37
$¥ 119.3 117.9 115.0 116.5 115.0 1141 105.0
EUR/M¥ 161.2 159.9 155.3 158.5 155.3 155.7 143.9
EUR/CHF 1.64 1.64 1.65 1.63 1.65 1.62 1.62
CHF /¥ 98.13 97.72 94.09 97.27 94.09 96.36 88.80
$/CHF 1.22 1.21 1.22 1.20 1.22 1.18 1.18
EUR/E 0.68 0.68 0.68 0.69 0.70 0.69 0.72
£/$ 1.98 1.98 1.9 1.98 1.93 1.97 1.90
Ef¥ 236.6 233.7 228.3 230.8 221.8 225.2 199.8
£/CHF 2.41 2.39 2.43 2.37 2.36 2.34 2.25
EUR/NOK 8.10 8.11 8.00 8.12 7.90 8.16 7.80
EUR/SEK 9.28 9.27 9.15 9.26 8.90 9.24 8.80
A$/$ 0.83 0.83 0.80 0.83 0.78 0.82 0.76
NZ$/$ 0.74 0.73 0.70 0.73 0.69 0.72 0.60
$/C$ 1.14 1.13 1.12 1.13 1.12 1.13 1.10

$ICNY 7.72 7.63 7.62 7.52 7.49 7.28 7.25
* Close 13 April 2007




Netherlands
Turkey
Belgium
Switzerland
Sweden
Saudi Arabia
Indonesia
Austria
Norway
Denmark
South Africa
Argentina
Ireland
Finland
Singapore
Luxembourg

Rank

(2005 US$ bn)
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