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{ The balance of risks on our growth projections for 2016-
2017 has a negative bias

Different patterns to those assumed in our baseline scenario for different key variables can cause deviations
in our growth estimates. On this occasion, we believe the main downside risks are lower global growth
(especially in Brazil and China) and greater delays in executing infrastructure projects.

A more intense and prolonged recession in Brazil would significantly affect
growth in Paraguay

The main downside risk on the projection of GDP is a greater-than-anticipated deterioration of the Brazilian
economy. Brazil is the main market for Paraguayan exports with about 30% of recorded exports (this share is
substantially increased if re-exports are included). According to our estimates, a decrease of one percentage
point of GDP growth in Brazil due to idiosyncratic elements (after controlling for global factors) causes a
decrease of between four and five tenths of a percentage point in GDP growth.

Slower growth in China is another downside risk factor

Our baseline scenario assumes that the moderation in China’s growth towards sustainable levels, and the
reshaping of its demand-side growth drivers (less investment and more consumption), will be gradual and
orderly. However, if the monetary, fiscal and credit stimuli being applied turn out to be excessive, then
financial weaknesses which are apparent in China could be accentuated, and hamper its growth. In this
context, lower growth in China would have a negative impact on the Paraguayan economy directly, as a
result of more pronounced and persistent decreases in the prices of the raw materials it exports (mainly soya
beans), and indirectly, due to weaker external demand in Brazil, which is strongly exposed to shocks in
China.

On the domestic side, further delays in infrastructure projects would adversely
affect the economic growth forecast

A slower execution of the infrastructure projects that are in the pipeline are among the domestic factors that
would make growth factors deviate downwards.. This would be reflected, on the sectoral side, in slower
growth in construction, and on the expenditure side, in a more marked slowdown in investment.
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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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