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Why arethe BRI C countries important?

heir influence on the global econor
sustai nable world devel opment;

n Their rolein the global policy isincreasing political
Importance for their regions and the world.
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Why arethe BRI C countriesimportant?

Making a comeback
Share of global GDP*, %

E Emerging B Developed
economies economies
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*At purchasing-power parity T The Fronomist estimates
Sovrce: ECD, Angus Maddison
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'BRIC Countries

These 4 large countries account for more than 40% of the world’ s populati¢

and almost a third of the world’ s land mass.

Number of

Population, min people Land area, thousand sg. km regions/provinces

2004 2004 2004
Brazil 179 8459 27
g China 1296 9327 22
| India 1080 2973 35
Russia 143 16888 89
World 6345 130329

Source: World Development Indicators
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Demographic indicators. size and

growth of population
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Demographic indicators. age structure

nificantly older po

ture of the

0O Population ages 0-14, % ofi
total

W Population ages 65 and
abowe, % of total
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Source: World Devel opment Indicators



Russiaisthe only country where until recently
life expectancy was not correlated positively with

strong growth in incomes
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General economic indicators: GDP volume
and GDP growth

untries have been experie
nber of those count

annual %)
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General economic indicators. GDP per capita
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| service sector,
Russia may
ift a good sh
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General economic indicators: current
account and gross foreign reserves

ia, BRIC countries
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these countri
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General economic indicators: inflation and
unemployment

hievad UremBlovTe:
1ese countries still
ere.

S\ Source: World Development Indicators, World Economic Outlook, ILO
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General economic indicators: investments
and FDI flows

of investment and the
ient countries. |

Investment = gross fixed capital formation
Source: World Development Indicators, World Economic Outlook
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General economic indicators: gross and net FDI

ows of FDI in 2005 favt

bln USD, fra
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Fiscal indicators. central government fiscal

Russia, BRIC countri
dia. Adding the

balance

Source: Rosstat, World Economic Outlook
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Fiscal indicators. gover nment
expenditures

diture and
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| nstitutional indicators: banking sector

O Net domestic credit to private sector, % GDP, e-0-y
M Domestic credit provided by banking sector, % of GDP

Source: World Development Indicators




| nstitutional indicators: corruption

Numbers in the bars indicate country’s rank
In 2004 146 countries were ranked
from 1 (Finland) to 145 (Bangladesh, Haiti)

Source: Transparency | nternational
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| nstitutional indicators; investment
ratings

Source: Sandard & Poor’s
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| nstitutional indicators; mar ket
capitalization

in BRIC countriesis|

1: 2004 (% ¢

China

“ Source: World Development Indicators
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Business environment

Brazil China India  Russia

doing Business 119

Starting abusiness 98

Dealing with Licenses 115 e
Getting Credit 80 113 84 148
~ Protecting Investors 53 w TE
| Enforcing Contracts 70 47 138 62
Closing aBusiness 141 59 118 71

Source - Doing Business in 2006: Protecting Investors
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Russia: positive changesin the business

environment, 2002-2005

of firmsindicating a problem:

Telecommunications F
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Tax administration

Organised crime/mefia
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Russia: negative changesin the business
environment, 2002-2005

icating a proble

1

Functioning of the judiciary

Electricity

Business licensing and permits

I
|
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Street crime, theft and disorder
Anti-competitive practices of others ;
Cost of financing
Transportation
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)\ . Source: EBRD-World Bank Business Environment and
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Short term outl ook
GDP growth rate projections
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rojection

2005 2006 2007 2005 2006 2007
India T 7.2 68  Inda I 43
Brazil 3.1 2.5 -1.8 Brazil * 57 45 45
China 0.7 1.1 12 Chna 38 34 35
Russia 7.6 6.5 5 Russia 10.9 105 10

* - year end inflation

Source: OECD Economic Outlook
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L ong term outlook:

2025: BRICs
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ort term, strong overall macroecon

India and Russia and improvements r

~continue to attract substantial flows of foreignin
potentials for the future output growth.

n Risksrelated to global economic imbalances will continue to weight on the
outlook for BRIC countries and especially Brazil.

n Country specific risks and challenges include:
Russia - sustained upward pressure on the exchange rate and inflation;
potential fiscal easing.
China - potential for increased protectionism at Chinese exports.
India - high level of off-budget subsidies for petroleum products.
Brazl - expansionary fiscal policy.

n Presidential election in October 2006 (in Brazil) and in March 2008 (in

Russia) may add uncertainty to the outlook for these countries.
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Conclusions (2)

2 long term. Thiswill help to enst
~ growth rates and therefore increasing sh:
In the world market.

ese economies

n But the sustainability of high growth will depend on the
severa crucia factors:

sound and stable macroeconomic and devel opment
policies,

development of strong and capable institutions (including
political);

human development (improved healthcare and education);
Increasing degree of openness.
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