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1. Market evolution: Growth and Diversification
2. Technicals: Investor driven demand.

3. Fundamentals: Adjusting to remain strong



1 Latam Corporates with EBITDA greater than USD 1 bin in 2000.
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1 Latam Corporates with EBITDA greater than USD 1 bin in 2017.

V VALE =l SO—

PETHOBHAS

. @ : orovsa
£ = =
a ifa el TEIev Isa Cam:sfﬁ\nFeﬂelv_;’M;ﬁ‘midad GEIASEEaé - —.
=i (BiMBO) ’ 3¢ 4 =
// B CANAL DE PANAMA Raradbi —— brf
CEMEX : . .
e €9 AES Dominicana c,:-’,:_!,;;’,,'q Cosan

P AN LN Walmart

FRESNILLO.

c.% Klabin dmbev Elet:bras C]pl

CCR A Melh:Ene«gia cl|c> Brasil.
sabesp

5 ' €9 AES Eletropaulo (J BS ) @

SUZANO

’!Fibria "I C:;BTGPactual

rumeo Votorantim

S FEMEX
*‘ﬁ 75, TELMEX.

-—E_"‘: GRUPOMEXICO Mexichem

L/ Liverpool icel
QCENSA ¥ cieTrRoL

Grupo

=P M(SOM AVAL

soutHerncorrer (O~

REP | 154 PERU | TRANSMANTARD

iy

tico
N’

@

Z mirunes COPEC & CODELCO )
2 ¢ & ; "ENERGY
f AES

o =
m ﬁ RU.TA DEL MAIPO cgr@ud :\ | \. 3 *= R —
poreaeaons G CNCl Lo~ S o = Tenaris Cablevisin
e IRSA CRESUD
Source: SAM, Bloomberg. Data as of April 2018. Logos included are for the sole purpose of graphical representation and should not be understood to have a commercial intention.
& Santander
Asset Management


http://www.google.co.uk/url?url=http://www.insidermonkey.com/blog/what-hedge-funds-think-about-ypf-sa-adr-ypf-231328/&rct=j&frm=1&q=&esrc=s&sa=U&ei=TYD5VKH9H86vaeXngbgF&ved=0CBYQ9QEwAA&sig2=Ivv6WPYQvCIR9Z9p5fD3SA&usg=AFQjCNFLg_0nwwns1ft0j_A8iPKJirlB9g
http://www.google.co.uk/url?url=http://www.insidermonkey.com/blog/what-hedge-funds-think-about-ypf-sa-adr-ypf-231328/&rct=j&frm=1&q=&esrc=s&sa=U&ei=TYD5VKH9H86vaeXngbgF&ved=0CBYQ9QEwAA&sig2=Ivv6WPYQvCIR9Z9p5fD3SA&usg=AFQjCNFLg_0nwwns1ft0j_A8iPKJirlB9g
http://www.google.co.uk/url?url=http://www.forbes.com/companies/jbs/&rct=j&frm=1&q=&esrc=s&sa=U&ei=poH5VLZMyf5Sg7CDiAQ&ved=0CBYQ9QEwAA&sig2=6W5KayK7T13-UXfY54jamw&usg=AFQjCNGMZvxBku8H5S7y3QEA7kmWcuEANg
http://www.google.co.uk/url?url=http://www.forbes.com/companies/jbs/&rct=j&frm=1&q=&esrc=s&sa=U&ei=poH5VLZMyf5Sg7CDiAQ&ved=0CBYQ9QEwAA&sig2=6W5KayK7T13-UXfY54jamw&usg=AFQjCNGMZvxBku8H5S7y3QEA7kmWcuEANg
http://www.google.co.uk/url?url=http://en.wikipedia.org/wiki/Codelco&rct=j&frm=1&q=&esrc=s&sa=U&ei=LIP5VJ-ABdOVaqSggDA&ved=0CBYQ9QEwAA&sig2=ahOGgWmvou44k-nSCsuozg&usg=AFQjCNGHFxfbChr_IcDy5J-xUfkJbKO2eQ
http://www.google.co.uk/url?url=http://en.wikipedia.org/wiki/Codelco&rct=j&frm=1&q=&esrc=s&sa=U&ei=LIP5VJ-ABdOVaqSggDA&ved=0CBYQ9QEwAA&sig2=ahOGgWmvou44k-nSCsuozg&usg=AFQjCNGHFxfbChr_IcDy5J-xUfkJbKO2eQ
http://www.google.co.uk/url?url=http://en.wikipedia.org/wiki/AES_Corporation&rct=j&frm=1&q=&esrc=s&sa=U&ei=o4_5VITQIcKrUYTFgJgN&ved=0CBYQ9QEwAA&sig2=h6hbfVg5b78vvt33DCw4KA&usg=AFQjCNHgZqPKe6m87WpGi9cNG8uf2YQ6kw
http://www.google.co.uk/url?url=http://en.wikipedia.org/wiki/AES_Corporation&rct=j&frm=1&q=&esrc=s&sa=U&ei=o4_5VITQIcKrUYTFgJgN&ved=0CBYQ9QEwAA&sig2=h6hbfVg5b78vvt33DCw4KA&usg=AFQjCNHgZqPKe6m87WpGi9cNG8uf2YQ6kw
http://www.google.co.uk/url?url=http://blog.telmex.com/2011/03/09/telefonos-de-mexico-informa-que-ha-presentado-ante-la-cofeco-cuatro-denuncias-por-la-comision-de-practicas-monopolicas-absolutas-y-relativas/&rct=j&frm=1&q=&esrc=s&sa=U&ei=NZf5VJa_BcyBUeCIgeAN&ved=0CBoQ9QEwAg&sig2=lzWfTojpJ9-MpI_sVeDPlQ&usg=AFQjCNHW1kZmwKCAm1swHOMvKh8Zzq6h3g
http://www.google.co.uk/url?url=http://blog.telmex.com/2011/03/09/telefonos-de-mexico-informa-que-ha-presentado-ante-la-cofeco-cuatro-denuncias-por-la-comision-de-practicas-monopolicas-absolutas-y-relativas/&rct=j&frm=1&q=&esrc=s&sa=U&ei=NZf5VJa_BcyBUeCIgeAN&ved=0CBoQ9QEwAg&sig2=lzWfTojpJ9-MpI_sVeDPlQ&usg=AFQjCNHW1kZmwKCAm1swHOMvKh8Zzq6h3g
http://www.google.co.uk/url?url=http://www.southerncoppercorp.com/&rct=j&frm=1&q=&esrc=s&sa=U&ei=2Zf5VMXVL8XvUJSMg4AE&ved=0CBgQ9QEwAQ&sig2=r5lbPw2EVwx2aPgoeniLHQ&usg=AFQjCNGLitfI0ZlT5sY1rA9mucfBueD4jg
http://www.google.co.uk/url?url=http://www.southerncoppercorp.com/&rct=j&frm=1&q=&esrc=s&sa=U&ei=2Zf5VMXVL8XvUJSMg4AE&ved=0CBgQ9QEwAQ&sig2=r5lbPw2EVwx2aPgoeniLHQ&usg=AFQjCNGLitfI0ZlT5sY1rA9mucfBueD4jg
http://www.google.co.uk/url?url=http://www.bnamericas.com/company-profile/en/Votorantim_Participacoes_S,A,-Votorantim&rct=j&frm=1&q=&esrc=s&sa=U&ei=vZj5VKbDAsHqUsDcgpAI&ved=0CBYQ9QEwAA&sig2=VQ-EoV31EhWgk4KUkCGwVA&usg=AFQjCNHOSI6UHuG1wI72w-oYmSzUgddPEw
http://www.google.co.uk/url?url=http://www.bnamericas.com/company-profile/en/Votorantim_Participacoes_S,A,-Votorantim&rct=j&frm=1&q=&esrc=s&sa=U&ei=vZj5VKbDAsHqUsDcgpAI&ved=0CBYQ9QEwAA&sig2=VQ-EoV31EhWgk4KUkCGwVA&usg=AFQjCNHOSI6UHuG1wI72w-oYmSzUgddPEw
http://www.google.co.uk/url?url=http://en.wikipedia.org/wiki/Empresas_P%C3%BAblicas_de_Medell%C3%ADn&rct=j&frm=1&q=&esrc=s&sa=U&ei=y5r5VMriCozuULabgrgK&ved=0CBYQ9QEwAA&sig2=DfDF0pr-rchSySyVfMYdRA&usg=AFQjCNEXGkZ3-Fh4LwYroaaUxvX6zdjoUQ
http://www.google.co.uk/url?url=http://en.wikipedia.org/wiki/Empresas_P%C3%BAblicas_de_Medell%C3%ADn&rct=j&frm=1&q=&esrc=s&sa=U&ei=y5r5VMriCozuULabgrgK&ved=0CBYQ9QEwAA&sig2=DfDF0pr-rchSySyVfMYdRA&usg=AFQjCNEXGkZ3-Fh4LwYroaaUxvX6zdjoUQ
http://www.google.co.uk/url?url=http://eljuegodelacorte.nexos.com.mx/?p=1656&rct=j&frm=1&q=&esrc=s&sa=U&ei=lpv5VNq1NsSvU-qngvgB&ved=0CBgQ9QEwAA&sig2=sEKSn2IK91qlE3TioGkXoQ&usg=AFQjCNGuKJL4nEQG5Ts69cMgT3gQYk9X4A
http://www.google.co.uk/url?url=http://eljuegodelacorte.nexos.com.mx/?p=1656&rct=j&frm=1&q=&esrc=s&sa=U&ei=lpv5VNq1NsSvU-qngvgB&ved=0CBgQ9QEwAA&sig2=sEKSn2IK91qlE3TioGkXoQ&usg=AFQjCNGuKJL4nEQG5Ts69cMgT3gQYk9X4A
http://www.google.co.uk/url?url=http://falabellaco.blogspot.com/2014/11/inicio.html&rct=j&frm=1&q=&esrc=s&sa=U&ei=S5z5VK3QGIT7UOSogYgK&ved=0CBwQ9QEwAw&sig2=L2eGigEyVMc9GqsRNzc7Fw&usg=AFQjCNGqk1lUL3QkbLD_jfROgMbETT2ciA
http://www.google.co.uk/url?url=http://falabellaco.blogspot.com/2014/11/inicio.html&rct=j&frm=1&q=&esrc=s&sa=U&ei=S5z5VK3QGIT7UOSogYgK&ved=0CBwQ9QEwAw&sig2=L2eGigEyVMc9GqsRNzc7Fw&usg=AFQjCNGqk1lUL3QkbLD_jfROgMbETT2ciA
http://www.google.co.uk/url?url=http://commons.wikimedia.org/wiki/File:Net_Servi%C3%A7os_de_Comunica%C3%A7%C3%A3o.svg&rct=j&frm=1&q=&esrc=s&sa=U&ei=95z5VJ_iEoX6UuifhJgE&ved=0CBYQ9QEwAA&sig2=TySxd6jJw5ZAn3vnBkJgBQ&usg=AFQjCNEFoGgi3h68vKgrL0NR3ls1cGXVzQ
http://www.google.co.uk/url?url=http://commons.wikimedia.org/wiki/File:Net_Servi%C3%A7os_de_Comunica%C3%A7%C3%A3o.svg&rct=j&frm=1&q=&esrc=s&sa=U&ei=95z5VJ_iEoX6UuifhJgE&ved=0CBYQ9QEwAA&sig2=TySxd6jJw5ZAn3vnBkJgBQ&usg=AFQjCNEFoGgi3h68vKgrL0NR3ls1cGXVzQ
http://www.google.co.uk/url?url=http://pt.wikipedia.org/wiki/Fibria&rct=j&frm=1&q=&esrc=s&sa=U&ei=IZ35VIXqFcjkUvX-g9gJ&ved=0CBwQ9QEwAw&sig2=f3wvxfxkv9Hw6tCzPOqn-Q&usg=AFQjCNGLDPP7an1HUQFB3DUUx0K0J5OXuQ
http://www.google.co.uk/url?url=http://pt.wikipedia.org/wiki/Fibria&rct=j&frm=1&q=&esrc=s&sa=U&ei=IZ35VIXqFcjkUvX-g9gJ&ved=0CBwQ9QEwAw&sig2=f3wvxfxkv9Hw6tCzPOqn-Q&usg=AFQjCNGLDPP7an1HUQFB3DUUx0K0J5OXuQ
http://www.google.co.uk/url?url=http://exame.abril.com.br/negocios/noticias/cosan-e-shell-apresentam-a-raizen&rct=j&frm=1&q=&esrc=s&sa=U&ei=U575VILVLoP9UtzigoAG&ved=0CBwQ9QEwAw&sig2=5Ut8HFARUOHDVEDoOOsAsQ&usg=AFQjCNEeoURXGjKNMVvyr9TKDzXEubPMag
http://www.google.co.uk/url?url=http://exame.abril.com.br/negocios/noticias/cosan-e-shell-apresentam-a-raizen&rct=j&frm=1&q=&esrc=s&sa=U&ei=U575VILVLoP9UtzigoAG&ved=0CBwQ9QEwAw&sig2=5Ut8HFARUOHDVEDoOOsAsQ&usg=AFQjCNEeoURXGjKNMVvyr9TKDzXEubPMag
http://www.google.co.uk/url?url=http://presentacionarauco.blogspot.com/2012_04_11_archive.html&rct=j&frm=1&q=&esrc=s&sa=U&ei=up75VJ2FMMmvUfeEgvAC&ved=0CCIQ9QEwBg&sig2=SuM9l-t8Ki-dmk-IyBjrbw&usg=AFQjCNFGDHUsm0CLqCCYtN_j4nF8NF8CEg
http://www.google.co.uk/url?url=http://presentacionarauco.blogspot.com/2012_04_11_archive.html&rct=j&frm=1&q=&esrc=s&sa=U&ei=up75VJ2FMMmvUfeEgvAC&ved=0CCIQ9QEwBg&sig2=SuM9l-t8Ki-dmk-IyBjrbw&usg=AFQjCNFGDHUsm0CLqCCYtN_j4nF8NF8CEg

1

400
350
300
250
200
150
100

50

JP Morgan Corporate EM Broad Diversified Latin American Index
(CEMBI): an idea of diversification improvement.

Issues

373

46

December 2006

December 2006

10 largest holdings
VALEBZ 6 7/8 11/21/36
VALEBZ 6 1/4 01/23/17
SCCO 7 1/2 07/27/35
VALEBZ 6 1/4 01/11/16
AMXLMM 6 3/8 03/01/35
VALEBZ 8 1/4 01/17/34
AMXLMM 4 3/4 01/27/10
AMXLMM 5 1/2 01/27/15
CSNABZ 9 1/2 PERP
AMXLMM 5 1/2 03/01/14
Total

March 2018

20
18
16
14
12
10

B R S

Countries

December 2006

Weight
9.43%
4.66%
4.02%
3.82%
3.63%
3.59%
3.49%
2.93%
2.92%
2.90%

41.39%

18

March 2018

March 2018

10 largest holdings
DLLTD 8 1/4 09/30/20
ECOPET 5 7/8 05/28/45
YPFDAR 8 1/2 07/28/25
ECOPET 5 7/8 09/18/23
YPFDAR 8 3/4 04/04/24
ECOPET 7 5/8 07/23/19
ECOPET 5 3/8 06/26/26
DLLTD 6 04/15/21
LIMAMT 5 7/8 07/05/34
VTRFIN 6 7/8 01/15/24
Total

Sectors

10

December 2006

Weight

1.25%
1.23%
1.22%
1.18%
1.11%
0.98%
0.97%
0.92%
0.88%
0.87%
10.63%

38

March 2018

Source: SAM, Bloomberg, JP Morgan.
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JP Morgan Corporate EM Broad Diversified Latin American Index

1 (CEMBI): an idea of diversification improvement.

December 2006 u December 2006 2%
10 largest issuers Weight u March 2018
VALEBZ 22.82% 20%
AMXLMM 16.63%
PETBRA 5.53% 15%
CELARA 5.42%
CSNABZ 521% 10%
TELVIS 4.93%
ENELGX 4.88% 5%
AMBEV 4.42%
;(A:(N:SRA 4.8530 % T oy %, Y, R, Y TR %y % :
Total 737..08(;0 RS 4?4’% % <9,9? K % <<;~_,_ SIS G’?q
March 2018 2%
10 largest issuers Weight
PETBRA 6.89% 20%
ECOPET 5.70%
YPFDAR 4.38% b
DLLTD 3.36%
AMXLMM 2.73% 10%
BCP 2.10%
BANBRA 2 06% 5%
VALEBZ 2.04%
SCCO 1.85% ” 0%

: 0

Source: SAM, Bloomberg, JP Morgan.
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JP Morgan Corporate EM Broad Diversified Latin American Index (CEMBI):
1 Country allocation comparison, 29th December 2006 vs 29th March 2018.

W December 2006 m March 2018 m Difference
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JP Morgan Corporate EM Broad Diversified Latin American Index (CEMBI):
1 Sector allocation comparison, 29th December 2006 vs 29th March 2018.
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1 Missing players (2016-2018) in JPM CEMBI Global Diversified Latam
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1 New comers (2016-2018) in JPM CEMBI Global Diversified Latam
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3. Fundamentals: Adjusting to remain strong



Flows into dedicated bond funds weakened but are still significant

@\

Estimated Weekly flows to dedicated Emerging Market Bond Funds (USD BIn)

Ap

*

-6

-8

8T0Z/€0/TC
8102/70/8¢
8T02/70/L0
8T0Z/TO/LT
LT0T/TT/LT
LT0T/T1/90
LTOZ/TT/ST
LT0TZ/0T/ST
LT0Z/0T/¥0
LT0Z/60/€T
LT0T/80/€C
£T02/80/20
LT0Z/L0/TT
£T0T/90/TC
LT0T/S0/TE
£T0Z/50/0T
LT0Z/P0/6T
LT0T/€0/6T
£T0T/€0/80
LT0Z/T0/ST
LT0T/TO0/ST
LT0Z/TO/P0
9T0Z/TT/Vv1
9T0Z/TT/€C
9T0Z/T1/20
9T0Z/01/21
9T02/60/T¢
9T0Z/80/T€
910Z/80/0T
9T02//0/0T
9T02/90/6¢
9T02/90/80
9T0Z/50/81
9T0Z/0/LT
9T0Z/t0/90
9T0Z/€0/9T
9T02/70/¥¢
9T0Z/70/€0
9T0Z/TO/€T
ST0Z/T1/€T

4 weeks moving average

m Total

Asset Management

& Santander

Source: EPFR, BTG Pactual, April 6th 2018.

12



2 New issues.

1. YTD total supply in Latin America bonds 2.2017 vs. 2018 YTD supply by country

90 2017

80 W Argentina 13%

0 m Brazil 29%
Chile 13%
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2010 2011 2012 2013 2014 2015 2016 2017 2018
2018

M Argentina 10%
m Brazil 47%

In 2017: Increasing share from Chile, Brazil and
Argentina in line with 2016 but with much smaller
share coming from Mexico.

Chile 3%
® Colombia 8%

B México 23%

W Peru 10%
In 2018: Brazil and Mexico ahead in issuance. m Other 0%
Source: EPFR, CS Latam Weekly Chartbook April 9th 2018
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2 Latin America Corporate Gross and Net Supply

Latin America Corporate Gross and Net Supply

(USS bn) 2014 2015 2016 2017 D 2018F
Estimated cashflows (b =c+d ) 41 41 59 54 9 53
Amortizations ( c) 12 14 29 25 3 22
Coupons (d) 28 27 30 30 6 31
Net issuance (e =a-c) 93 33 39 64 15 57
Tender/buyback/calls ( g) 9 5 24 37 7 32
Net issuance after tender/buyback/calls (j=e-g) 27 16 28 8 25

Source: J.P. Morgan as of February 28th 2018.

YTD, tenders from Banco do Brasil, Petrobras and Vale for USD7 BIn turns Net issuance from Brazil to
negative territory.

Source: SAM, JPMorgan.
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Demand for recent issues.

12000
M Issuance (MMUSS)
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Source: SAM, Bloomberg.
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3

Balance Sheets come to the forefront

Ll. EBITDA is growing again...

LZ. ... and total debt is diminishing 1
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LB. Gross margin still at strong levels
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» Companies have faced lower
commodity prices in 2015 & 2016 and
have adjusted with significant cuts in
OPEX and CAPEX.

» Deleveraging became the main goal of
flagship companies such as Petrobras,
Cemex or Gerdau.

» Local currency devaluations lowered
costs, helping Margins show strong
resiliency.

Source: SAM, BofAML EM Corporate Credit Fundamentals as of 30" June 2017, JPMorgan EM Corporate Fundamentals Checkup as of 27" September 2017.
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3 Productivity is the lesson from the commodity crisis

[1. Latam EBITDA margins on their way up | [2. An Example of Adjustment: Geopark.
40.0% - Global s——Asla Il OFEX PER BARREL vs ACTIVE WELLS
EM Europe e | atin America
350% | e, tctets MEJA T Ttteen
333%
300% -
16.0 50
E’ 05.0% 1 w.z% 140 13.8 15
5 .
< 200% - 217% 120 105 b s
= - Z 100 ap =
BA50% | T — e 100% 2 80 3 5 2
6.0 : 20 5
10.0% _22% 22% 22% 21% 18%  18% 18% 199 19% 19% 0 41 3.8 15 <
: 10
50% - 20 5
. 0
0.0% 2013 2014 2015 2016 2017 YTD

2008 2009 2010 2011 2012 2013 2014 2015 2016 LTM

m $/BBL s Active Wells

» EBITDA Margins in LatAm are high as a result of its sector constitution.

» Companies adjusted significantly to external prices and domestic recession (Brazil,
Argentina).

» A new phase of Capex and Investment is appearing in Argentina and, to a lesser extent
in Brazil.

Source: SAM, BofAML EM Corporate Credit Fundamentals as of 30" June 2017, JPMorgan EM Corporate Fundamentals Checkup as of 27t September 2017. Geopark Day, Dec 2017.
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In contrast with Europe and the US, M&A in LatAm has been mostly
3 credit positive

Rating EBITDA Net Debt Benefi
Margin / EBITDA enetits
= Cheaper Funding
Axtel @0 B 31% 2,7X = Improved Margins
= |everage concerns addressed
New parent 35% 2,1x = ~P$1bn in synergies
¥ ynerg
AXxtel Sé . & alestra rating BBB- = More competitive player
(excluding synergies) *
w BB+ 18% 4.0x Cheaper Funding
Improved Margins
Leverage concerns addressed
w & (@ New parent  21% 1,3x Geographic diversification
ARCACONTINENTAL rating A
(excluding synergies) 2
s BBB- 38% 2 8x * Increased synergies
”F'bna = Significant increase in FCF
@ SUZANO BBE. A4% 2 Ox : Quicker deleveraging

Sector positive (better price stability)

1Axtel and Alestra Pro-Forma estimates by Santander Research as of 2nd October 2015. 2Lindley and Arca Pro-Forma estimates by JPM as of 11th September 2015
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3 Lower recoveries in Latam justify actively managed credit exposure

{US HY corporate recovery rates | In LatAm, defaults may attend much lower
recovery values due to:
2010 40.95 2014 48.05
2011 48.56 2015 25.19 » a less bondholder friendly Bankruptcy
2012 5323 2016 31.13 Code
2013 52.74 2017 52.55

Recovery rates are issuer-weighted and » subordination of unsecured bond debt
based on price 30 days after default date vs loans.

Sugar & Ethanol bonds in Latin America (including defaulted) 1

» From: At: 04/16/18 08:07:11

Bid Ask Ask Bid Bid Ask Bid Ask
Security Px Px YTM YTM YTC YTC 0AS O0AS

AGRO 6 27 94.000-95.000 6.09/6.19 6.87/6.72 398/382
ARALCO 10% 20 3.000-4.000

COZCAR 63 22 100.875-101.875 5.99/6.06 6.04/5.97 336/330
RAIZBZ 5.3 27 101.625-102.125 5.00/5.07 5.07/5.00 224 /217

TONOBZ 91, 20 8.000-12.000

TONOBZ 9%, 20 4.500-8.500

TONOBZ 10%L 24 15.000-20.000

USJACU 9% 21 87.000-89.000 15.11/15.87 15.35/14.44 1133/1042
VOSASA 107% 20 20.000-25.000

VOSASA 113, 22 5.000-7.000

Source: SAM, JPMorgan EM Corporate Default Monitor, 5th April 2018, Market Indicative Run on Sugar & Ethanol bond prices.
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