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2 World growth is suffering from the slowdown in the 

emerging economies 

World growth came off the pace in 1Q15 

The slowdown in world growth in Q1 was produced by the slowdown in the US economy, less drive in the 

Chinese economy and the drop in activity in some of the most prominent emerging countries (such as 

Russia and Brazil). The consolidation of growth in the block of developed countries contrasts with the broad 

flagging trend among the emerging economies, which was more pronounced in Asia and Latin America than 

in Eastern Europe.  

Figure 2.1 

World GDP growth: 2015-16 forecasts (%)   

Figure 2.2 

Short term nominal interest rates (%)  
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We are therefore revising our world growth forecast for 2015 down to 3.5%, which is 0.1pp below the 

estimate from January and only 0.1pp above the figure for 2014 (see Figure 2.1). For 2016, world growth 

should show average growth of 3.9%, partly as a result of expansionary monetary policies in the developed 

countries, which ought to record their best rates since 2010. In a scenario of gradual trend deceleration in 

China, the emerging economies should reverse the current slowdown thanks to the pull effect from the 

developed economies, the gradual climb in commodity prices and a potentially more restrained rise of 

interest rates than in other historical episodes of Fed normalisation.  

The progressive rise in commodity prices in line with our forecasts and the reinforcement of loose monetary 

policies worldwide have been two of the more prominent elements on the economic landscape in recent 

months. Central Banks have in fact been more proactive, in both developed and emerging economies, and, 

even if the Fed decides on a strategy of gradual monetary tightening, the emerging economies have chosen 

to give priority to reactivating domestic demand by looking to cut interest rates (see Figure 2.2), in some 

cases at the cost of both taking on greater local currency volatility and discouraging inward and continued 

flows of foreign capital.  

Despite this, and the fact that economic policies will continue to be accommodative, the downside risks for 

world growth persist. The biggest threats are the extent of the slowdown in China and the fallout from the 

start of Fed interest rate normalisation. The deflationary pressure associated with the drop in the oil price, 
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geo-political tensions and the potential for failure by the ECB to relaunch inflation expectations in the 

eurozone are risks which, despite appearing less likely and to entail less of an impact than predicted some 

months ago, cannot be ruled out. Finally, a risk which remains latent is the lack of any agreement between 

the Greek government and the European institutions and the IMF over the refinancing of its debt.  

Growth slowed down in the United States in Q1… 

The United States has begun 2015 with a significant slowdown in its growth rate to an annualised quarterly 

rate of 0.2%, from an increase of 1% on average in the three preceding quarters. The unusual severity of the 

weather conditions accounts for some of this deceleration, to which one might add the oil price fall and its 

impact on the energy sector and the beginnings of the effect of the stronger USD on exports. Even so, the 

robustness which the labour market continues to exhibit should continue to sustain household incomes and 

private consumption. Annual US growth could therefore reach 2.9% in 2015 and stay at rates of around 3% 

in 2016 too.  

The Fed’s interpretation of whether the slower growth in Q1 was temporary or longer-lasting will define how it 

reacts from now on. The most likely outcome is that the first policy rate hike will take place in September 

2015, followed by a gradual rise to no further than 1.5% by the end of 2016. 

… as it did in China too 

In China the economic slowdown has taken a firmer grip in the last few months, with growth for 1Q15 

registering 7% YoY and featuring an adjustment in industrial production and investment, although there was 

a brighter relative showing from private consumption. The slowdown is attributable to the correction playing 

out in the real estate market, political uncertainty ahead of the National People’s Congress in March, the 

decline in competitiveness caused by the worldwide appreciation of the CNY, and finally the effects of the 

fiscal consolidation of local authorities which began in 2014.  

The structural character of the factors mentioned lends weight to the prediction that China will grow less in 

the medium term and experience greater volatility. The annual growth target of 7% for 2015 laid down by the 

Chinese authorities is based on the implementation of new stimulus measures, of both a monetary and a 

fiscal nature. Subsequently in 2016, growth will continue to adjust at 6.6%.  

The eurozone showed the biggest recovery these past few months 

Of the developed economies, it was the eurozone which put in the best relative performance going into 2015. 

GDP could have grown at the highest pace since mid-2011, with Germany and Spain heading up growth in 

the area as a whole. The recovery has been driven by the better financing conditions and the euro’s 

depreciation, both prompted by the ECB’s quantitative easing programme, together with the drop in the oil 

price. The less restrictive fiscal policy and containment of the fall in nominal wages in the periphery countries 

are also helping to relaunch growth. This means that GDP should advance by 1.6% in 2015, which should 

rise to 2.2% in 2016. 
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DISCLAIMER 

This document has been prepared by BBVA Research Department, it is provided for information purposes only and 

expresses data, opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained from or 

based on sources we consider to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers 

no warranty, either express or implicit, regarding its accuracy, integrity or correctness. 

Estimations this document may contain have been undertaken according to generally accepted methodologies and 

should be considered as forecasts or projections. Results obtained in the past, either positive or negative, are no 

guarantee of future performance. 

This document and its contents are subject to changes without prior notice depending on variables such as the economic 

context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes. 

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents. 

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any 

interest in financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, 

commitment or decision of any kind.  

In regard to investment in financial assets related to economic variables this document may cover, readers should be 

aware that under no circumstances should they base their investment decisions in the information contained in this 

document. Those persons or entities offering investment products to these potential investors are legally required to 

provide the information needed for them to take an appropriate investment decision. 

The content of this document is protected by intellectual property laws. It is forbidden its reproduction, transformation, 

distribution, public communication, making available, extraction, reuse, forwarding or use of any nature by any means or 

process, except in cases where it is legally permitted or expressly authorized by BBVA. 
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