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AGENDA — EDC AND SCOTIABANK

» Overview of EDC: [ 1 |
v’ Role and Mandate \
v’ Solutions, including financing foreign growth and expansion

v Example Transactions
v' EDC's Foreign Representation and EDC’s Top Markets

» Latin America
v’ Preconceptions versus Realities
v’ Ease of Doing Business
v’ Environment and Strategies

» Scotia
v’ Scotiabank capabilities and presence in Latin America
v' Economic outlook for Latin America
v’ Challenges to be aware of
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ABOUT EDC

Canada’s Export Credit Agency
> Crown corporation

> Financially self-sustaining

> Operates on commercial principles

> In 2014 served about 7,400 customers and supported
business in 198 countries

4% of GDP

> Our mandate: To support and develop, directly or indirectly,
Canada’s export trade and Canadian capacity to engage in
that trade as well as respond to international business
opportunities.
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EDC supports companies of all sizes
Goal and mandate is to help support export business and international trade
Various EDC solutions that EDC utilizes
Head office is in Ottawa, but we have offices across Canada and in strategic markets around the world
in 2014:  Canadian exports grew by more than 10 per cent, providing a welcome offset to an increasingly soft domestic economy.
2014 highlights of EDC:

Facilitated $99.0 billion in business carried out by Canadian companies
Served about 7,400 customers 
Supported business in 198 countries
Facilitated $29 billion in emerging markets
Contributed to 4% of GDP, supporting 719,200 jobs




POLLING QUESTION: POLLING QUESTIONS #1

What is the largest barrier you see (or have experienced) to foreign expansion or to
establishing a foreign presence?

Access to financing

Market intelligence

No interest from your customers for you to do so
The costs of doing so

Too much risk

Language or cultural barriers

-0 Q0 T W
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CANADIAN DIRECT INVESTMENT ABROAD (CDIA)

> Why?
v’ Getting closer to customers and suppliers
v’ Enhancing supply chain

v' Entering new markets

v’ Lowering Costs

v’ Strategic reasons

v’ Labour Shortages

> Challenges?

O : £EDC
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EDC primarily helps with “traditional exports”, and we saw 10% growth in Canadian exports last year.  With the weaker dollar we are seeing a lot of exporting activity
However, another trend over the last 10-12 years is Canadian companies establishing a presence in foreign markets by setting up a foreign presence or subsidiary.  - we call it CDIA – Canadian Direct Investment Abroad 


CDIA is a growing trend
From 2002-2012 Canadian foreign affiliate sales grew at twice the rate of Canadian exports
Sales from foreign affiliates of Canadian companies now outpace exports from Canada 

However, financing foreign assets and entering new markets can be challenging for some companies – funding, market knowledge, etc



HOW CAN WE ADDRESS THE CDIA GAP

Market
Information

Guarantee
a bank’s (
loan

EDC Lending

Solutions to
support {8
buyers of == atchmaking
Canadian goods

»"  Market
“Intelligence
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EDC can help you establish, grow and operate your businesses outside of Canada by:
increasing your ability to get financing; 
offering protection against a complete range of commercial and political risks; and 
sharing our extensive country knowledge and in-market connections. 

Insurance solutions can allow exporters to:
Mitigate commercial and political risks 
Access additional working capital from their bank
Enter higher risk markets
Offer payment terms to their buyers 

EDC can also issue insurance solutions to the foreign affiliates of a Canadian company 

Various EDC financing solutions and structures

General parameters for financing 
EDC is generally a senior secured lender and EDC lends at market rates and market terms
EDC must ensure that its trade mandate is met
EDC is a non-competitive, “partnership-preferred” lender





EXAMPLE OF SUPPORT

Overview and Challenge

» Canadian automotive company has expanded into Mexico to meet customer demand.
» Canadian bank appetite to finance equipment in Mexico?

Solution
» Our financing

» We can partner with a bank such as Scotia or EDC can lend directly
» We always explore bank partnership options before lending directly

G fei :
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Overview and Challenge
Canadian automotive company has expanded into Mexico to meet customer demand  
Company has growing sales and needs to finance a new press in Mexico to complete new orders 
Company has maintained headquarters and key jobs in Canada 
Canadian bank does not want to finance Mexican capex.  Company does not have an existing Mexican bank relationship and is not well known by Mexican banks

Solution
EDC provided a USD 5 million 5  year term loan to finance the capex in Mexico  
EDC took a perfected 1st  position security interest on the financed Mexican assets and a 2nd position security interest in the Canadian assets. EDC also took a corporate guarantee from the Canadian parent company

Notes
In some cases EDC is comfortable taking a negative pledge on the foreign assets
EDC always explores bank partnership options before lending directly 
For direct lending in the mid market, we often lend for capital equipment or for costs related to export contracts. We also look to partner with banks to add lending capacity 



EXAMPLE OF SUPPORT

Overview and challenge

» Company was considering expansion into Latin America to meet market demand and to get closer to
customers.

» However, the company did not have strong contacts in that marketplace, and was looking for
information on how to enter the market.

Solution

> Our representatives are able to provide market intelligence and contacts.
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Overview and Challenge
Company XYZ was considering expansion into Latin America to meet market demand and to get closer to customers 
However, the company did not have strong contacts in that marketplace, and was looking for sources of information on how to enter the market

Solution
EDC’s representatives are able to provide insights, contacts, and white papers to Company XYZ
White papers include market intelligence in specific markets (Mexico, Brazil, Panama), guides on entering markets, key success factors, and other key information
Contacts could include local companies EDC has worked with, Canadian Trade Commissioners, banking partners like Scotia Bank, etc
EDC has representation in various emerging markets around the world, including several in Latin America 
EDC is also able to explore financing and insurance options with Company XYZ



EXAMPLE OF SUPPORT

Overview and challenge

» Canadian exporter operates foreign affiliates in markets around the world including Chile, Colombia,
and Peru.

> The company has exposure to political risks.

?

Solution
> Political Risk Insurance (PRI)

) fei 10
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Overview and Challenge
Canadian exporter produces equipment for the mineral exploration and geotechnical  sectors
Operates foreign affiliates in markets such as  Chile, Colombia, Peru, and Ghana, South Africa, and various other markets around the world 
The company has exposure to risks ranging from arbitrary restrictions on currency conversion to various levels of political instability in about half the countries where it operates 

Solution
Political Risk Insurance (PRI), which can protect  a company’s foreign assets from threats such as:
   Political violence
Expropriation or the inability to retain possession of its assets or re-export them. 
Transfer and conversion of funds out of the country 



EXAMPLE OF SUPPORT

Overview and challenge

> Company ABC exports around the world and also has foreign
affiliates.

» There is insufficient bank margining and working capital.

Solution
> An Accounts Receivable Insurance (ARI) policy

) fei 11
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Overview and Challenge
Currently their bank allows them to margin their credit line at 75% on Accounts Receivable for North American buyers
However, ABC is not able to margin their Accounts Receivable on sales to non-North American buyers  

Solution
An Accounts Receivable Insurance (ARI) policy is able to not only mitigate against risks such as non-payment by your buyers, but also allow a company to margin their Accounts Receivable
By utilizing ARI, Company ABC is able to margin up to 90% of the Accounts Receivable for their insured buyers
EDC is able to insure select buyers (or a full book of buyers) and in many markets is also able to insure the sales of your foreign affiliate 




EXAMPLE OF SUPPORT

#¥Fibria

DECEMBER 2014 | BRAZIL
$25-50 million, Financing

Support of pre-export
financing

2

PEMEX

MARCH 2014 | MEXICO
$250-500 million, Financing

General Corporate
Purposes

Metalsa

Quality as & way of life

$50-100 million, Financing

Support of future
procurement of various
Canadian goods and
services

APRIL 2014 | CHILE
$25-50 million, Financing

General Corporate
Purposes

L
Slgma
alimentos

JANUARY 2014 | MEXCO
$50-100 million, Financing

Sale of Various Canadian
Goods and Services

Cerro Verde

MARCH 2014 | PERU
$100-250 million, Financing

Sale of various Canadian
goods and services

®

CODELCO

JUNE 2014 | CHILE
$250-500 million, Financing

Sale of various Canadian
goods and services

VVALE

JANUARY 2014 | BRAZIL

$500 min — 1 biIn, Financing
Support of future
procurement of various
Canadian goods and
services
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POLLING QUESTION: POLLING QUESTIONS #2

Which Latin American markets are you thinking of establishing a presence in?

a) Mexico

b) Brazil

c) Peru

d) Colombia

e) Chile

f) Panama

g) The Caribbean

n) Argentina

1) None of the above
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OUR FOREIGN REPRESENTATION

Moscow
RUSSIA

DUSSELDORF
GERMANY

ISTANBUL
TURKEY

BEIJING
. PEOPLE’S REPUBLIC
OF CHINA

AN SHANGHAI

PEOPLE’S REPUBLIC
OF CHINA

MONTERRERY
MEXICO

MEXICO CITY
MEXICO

MUMBAI
INDIA

BOGOTA
COLOMBIA

SINGAPORE

LIMA -@®

= North America / PERU
Caribbean $46.08B (53%)

NEW DELHI
INDIA

@®— RIO DE JANEIRO

7 Gz () BRAZIL
m Asia-Pacific $18.7B (21%) \ SAD PAULG
® Europe $13.1B (15%) BANIIAC 0= BRAZIL

= South/Central America $5.6B (7%)
Africa/Middle East $3.5B (4%)

% = percentage of EDC's total business facilitated

@ Location of EDC Representation
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International representation around the world in markets  that show the most potential for growth 20 representatives located around the world.
 



LATIN AMERICA - PRECONCEPTIONS
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When we think of Latin America, the first things that often come to mind are what we have learned about and seen through the popular media: Machu Pichu, Latin America’s  colonial past, 
…and, importantly, the challenge to eliminate poverty.


LATIN AMERICA - REALITIES
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…but the reality includes the aforementioned and much more.  

The reality of Latin America includes large-scale agriculture, mining and oil and gas, new transportation infrastructure, new hospitals, manufacturing, investments in telecommunications, and the list goes on…



WHICH EXPORT MAKES YOUR COUNTRY THE MOST MONEY?

South

America

. Machinery [ Transportation

uuuuuuuuuuuuuuuu

Factors Impacting Economic Cycles

In Latin America

Importance of
Commodities

Source: www.globalpost.com
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LATIN AMERICA OVERVIEW

Population GDP S&P Ease of Global FTAs FTA w/
(millions) US billions Ratings Doing Competitiveness In Force Canada
(Official exchange rate)  (Foreign Currency)  Bjsiness Index
Ranking Ranking

Canada 36 1,825 AAA 16 15 11
Chile 18 217 AA- 41 33 19 )
Peru 30 210  BBB+ 35 65 14 &
Colombia 48 369  BBB 34 66 7 &
Mexico 122 1,261 BBB+ 39 61 11 @
Panama 4 41  BBB 52 48 9 &
Uruguay 3 57 BBB 82 80 5
Brazil 203 2,246 BB+ 120 57 4
Ecuador 15 91 B+ 115 - -
Argentina 42 610 SD 124 104 4
Venezuela 30 438 CCC 182 131

Sources: IFC, WEF, S&P, CIA, OAS

e
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Table ordered by each country’s rank in the World Bank’s Ease of Doing Business Index.
 
Reflects the efforts these countries have taken over the last decade to improve the environment for businesses to succeed.   
 

Another ranking is the WEF’s global competitiveness index.  
Index takes into consideration such things as the macroeconomic environment, levels of education enrollment, and market size.
To improve competitiveness:
Pursuing multiple free trade agreements (note the FTAs with Canada) for access to international markets that will complement modest domestic markets and allow their firms to exploit economies of scale.  
Strong focus on improvements to the quality of infrastructure 
Strengthening of their institutions.



MARKET ENVIRONMENT

> Credible macroeconomic policies — investment grade ratings
> Political stability

> Business friendly environment

Peru Colombia  Mexico Chile AmLe?EL:na & | Canada
Caribbean
Ease of Doing Business Rank 35 34 39 41 100 16
Starting a Business
Procedures 6 8 6 7 8 1
Time in days 26 11 6 6 30 5
Registering Property
Procedures 4 6 7 6 7 6
Time in days 7 16 73 29 63 17
N H Sources: IFC/World Bank; www.doingbusiness.org
) fei 19 'l,'EDC
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Within Latin America, Colombia, Peru, Chile stand out as the most promising markets. Benefit from: 

Political stability; and
Macroeconomic stability (i.e.: Sound, independent central banks, and fiscal responsibility)
Stable environment = investment grade status from the credit ratings agencies. Reduces borrowing costs, and overall contributes to the countries’ competitiveness. 


Sometimes small but important changes to create a business friendly environment:
reducing the number of procedures and the time in days to start a business, to register property, or deal with construction permits.  
Or improving trade by extending customs and port operating hours and speeding up the customs clearance process.   
 


REGIONAL SUPPORT:

TYPICAL EVENTS WITH MATCHMAKING: EDC AND DEPARTMENT OF FOREIGN

AFFAIRS, TRADE AND DEVELOPMENT (DFATD)

Event Sector Country
Exponor Mining Chile
Perumin/Extamin Mining Peru
PDAC Mining Canada
Andesco Congress Renewable Energy Colombia
Mobile World Congress ICT Spain
Brazil Power Mission to Canada Power Canada
Colombia Infrastructure Mission Infrastructure Brazil
Congreso Mexicano de Petroleo Oil & Gas Mexico
Plastimagen Plastics Mexico
ExpoMinera Mining Mexico
Global Petroleum Show Oil & Gas Canada
Expocorma Forestry Chile
) fei 20 *rDC
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Scotiabank’s Growing Presence in Latin America

Mexico

4
Guatemala&-

El Salvador® Pan Venezuela
Costa Rica~t™
Colombia *

Peru
Brazil

b

Uruguay
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Summary of Operations

e Latin America is an increasingly important part of
Scotiabank’s international strategy

e Made great strides in diversifying our platform
geographically in recent years

* Over 35,000 employees in Latin America

¢ Trading centres throughout Latin America (Brazil,
Colombia, Peru, Chile and Mexico) provide expert local
market-execution capabilities

e Securities license in: Mexico (Scotia Casa de Bolsa),
Brazil, Colombia, Peru (Scotia Bolsa), Chile

e Established corporate and commercial operations across
the Latam region

e Equity, fixed income, FX and economics research analysts
based throughout Latin America

¢ Dedicated emerging markets group, with seasoned
market professionals, providing emerging market cash
bonds, foreign exchange, interest rate derivatives, credit
derivatives, equities and commodities

¢ 24-hour execution of emerging markets cash products
via trading desks in New York, London and Singapore

e Established global infrastructure platform

5 Scotiabank */EDC



LATAM Key Regional Summary

The Economy

e  Favourable macro-economic fundamentals with a combined GDP of $4.4 trillion and low and
controlled inflation of 3.6%

Canada / U.S. Scotiabank’s Key International Markets — real GDP Outlook for 2016
3.5%
0,
2 8% 3.0%
2.6%
2.2%
1.7%
-1.2%
= = = K
Canada U.S. Brazil Chile Mexico Colombia Peru

Source: Scotia Economics, as of September 2015

e Stable geopolitical environment with inherent emerging market risks well contained
* Banking systems are well capitalized

 High levels of trade liberalization and integrated Latin Stock Market (MILA)

* Sovereigns are investment grade

* Low interest rate environment

Combined population of 500 million

O, fei
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Doing Business in Latin America

The challenges of doing business in Latin America are local market knowledge,
language & culture and compliance issues.

/f\ —

Local Market
Knowledge
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Doing Business in Latin America

Remember the 3 Ps

Preparation Patience

Perseverance

) fei 24
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CONTACTS

Joanne Tognarelli

Sr. Chief Representative — South America and Caribbean
Export Development Canada

jtognarelli@edc.ca

613.597.8690

Jeff Keats

Senior Financing Manager- International Financing
Export Development Canada

jkeats@edc.ca

416.349.6545

Enrique Lopez

Vice President, Corporate Finance - Latin America
The Bank of Nova Scotia
enrigue.lopez@scotiabank.com

416.866.7203

“a
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Q&A

Questions?
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LINKS OF INTEREST

EDC website: www.edc.ca

Scotiabank: www.scotiabank.com/gls/en/#about

World Bank - Doing Business: www.doingbusiness.org

CIA World Factbook: hitps://www.cia.gov/library/publications/the-world-factbook/

Global Post: www.globalpost.com/taxonomy/categories/global-economy

IFC: www.ifc.org/wps/wcm/connect/corp ext content/ifc external corporate site/home

\9) fgl 27 & scotiabank £E DC
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APPENDIX 1 : CANADIAN DIRECT INVESTMENT ABROAD (CDIA)

IN LATAM

> Canadian investment in various Country 2014 CDIA - CAD
sectors: millions
Mining (main destination of Canadian Brazil 10,318
investment)
Automotive in Mexico Chile 18,331
Oil and gas Colombia 2,228
Infrastructure, environment, construction .
Power Mexico 13,046
Peru 10,235

> Mainly large Canadian companies
have investments.

@ fei 28 *epC
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APPENDIX 2: REGIONAL TRENDS

Mexico

>

Mexico is a large open economy that has become an important part of the global supply chain. A number of
foreign companies are re-shoring their manufacturing operations from China to Mexico to better access the
U.S. market and benefit from the country's growing industrial base.

Mexico has recently introduced major reforms with the ultimate goal of increasing competitiveness and
economic growth, and the government expects these reforms, most notably on energy, to have a positive
Impact on trade and investment in the country.

Brazil

>

Brazil protects its diversified industry base and can be a challenging market, but has significant
growth potential.

Closing the infrastructure gap is a high necessity — both a challenge to doing business in Brazil and
an opportunity.

Current challenges in market may create future opportunities for international companies.

Chile

>
>

Canada has a strong footprint in Chile, being the 3rd largest investor in the country.

Chile has an open trade policy and its economy is highly dependent on international trade, accounting for
about 65% of its GDP.

The Chilean market presents numerous business opportunities and a favourable investment climate.

O 26 £EDC
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APPENDIX 2: REGIONAL TRENDS (CONTINUED)

Peru

> Business opportunities in many sectors as Peru requires significant investments in
infrastructure and technology to maintain growth and improve social welfare.

> Canada has become one of the top foreign direct investors in the country.

> Canada is a major investor in the mining sector and many mining service companies
have established offices in the country.

> Consistent and credible macro-economic policy, political stability and an investor-
friendly climate have laid the foundation for sustained economic growth in Peru.

Colombia

> Growing investor and exporter interest in Colombia is being driven by a favourable
combination of business-friendly policies, economic and political stability, a successful
government-led security strategy and a diversified economy with a large domestic
market.

> Canadian exporters and investors are well positioned to benefit from the country’s
growing business opportunities across all sectors.

o el 30 £EDC

leadership beyond finance


Presenter
Presentation Notes
Note: To discuss time permitting



	Slide Number 1
	PRESENTERS
	Agenda – edc AND scotiabank
	Slide Number 4
	POLLING QUESTION: POLLING QUESTIONs #1
	CANADIAN DIRECT INVESTMENT ABROAD (cdia)
	HOW CAN we ADDRESS THE CDIA GAP
	Example OF SUPPORT
	Example OF SUPPORT
	Example OF SUPPORT
	Example OF SUPPORT
	example OF Support
	POLLING QUESTION: POLLING QUESTIONs #2
	Slide Number 14
	Latin America - preconceptions
	Latin America - realities
	Which Export makes your country the most money?
	Latin America overview
	Market environment
	REGIONAL SUPPORT: �TYPICAL EVENTS WITH MATCHMAKING: EDC AND Department OF FOREIGN AFFAIRS, TRADE AND DEVELOPMENT (DFATD)
	Scotiabank’s Growing Presence in Latin America
	LATAM Key Regional Summary
	Doing Business in Latin America
	Doing Business in Latin America
	Slide Number 25
	Slide Number 26
	Slide Number 27
	APPENDIX 1 : Canadian direct investment abroad (CDIA) in LATAM
	Appendix 2:  Regional trends
	Appendix 2: Regional trends (continued)

