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1. In summary
The global environment improved in the last months of 2016 and is continuing to do so in early 2017. Global 
��&
��	�����	
������
����	�
�'�	
���(��)*+��
�����	�������	���
	��������	���������������������	
������	���
areas, and the indicators for the industrial sector are growing alongside a budding improvement in world trade. 
In particular, in the US we anticipate growth of 2.3% and 2.4% in 2017 and 2018. In China we expect growth 
of 6.0% in 2017, which would be reduced to 5.2% in 2018, given the vulnerabilities with which the economy is 
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global growth should increase slightly from 3.0% in 2016 to 3.2% in 2017 and 3.3% in 2018.

Despite this acceleration, the outlook for 2017 and 2018 is plagued with uncertainty, which mainly stems 
from the new US administration’s economic policy. So far, the promises of tax breaks, deregulation and an 
ambitious infrastructure plan have been well received by the capital markets against a background of low risk 
aversion. However, threats of protectionism and the anti-migration stance adopted by the new US President 
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tighter monetary policy with global consequences. 

This uncertainty surrounding the new US administration is exacerbated in the case of Mexico. The economic 
scenario in Mexico has become more adverse since the unexpected result of the US elections in November, 
although there is a lot of uncertainty about how strong this adversity may be. Mexico’s prevailing growth model 
over the last two decades is certainly at risk from the new President’s avowed threat to modify commercial 
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what degree trading conditions will change between the two countries. As things stand, considering that the 
���	�������������	��
�	
����	���������	��
����
������
�����&����������
������
���#������
��������
�	
�
�����
effects will end up being only cyclical and not structural. However, the threat alone and the uncertainty it cau-
ses have already had negative impacts on market variables, and as a result 2017 will be a challenging year. 

Financial variables have already factored in this degree of uncertainty about the possible scenarios for the 
future performance of the Mexican economy. The exchange rate has depreciated substantially since the elec-
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expectations on the bonds market, immediately prompting an expected more restrictive monetary policy and 
an increase of up to 100 base points in yields on long-term sovereign bonds. 
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and this trend is expected to continue until it reaches 6.0%. While for the time being it has not had any knock-
on effects on prices, there is more risk that they will be observed from now on. Logically enough - given its 
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expected this year.
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the rise in interest rates, will push down private consumption. On top of that, with the lower expected inves-
tment due to the uncertainty about US/Mexican commercial relations, it is likely that a good part of aggregated 
demand will see lower growth than it did in 2016. The external sector, however, would be expected to show a 
good performance. Aside from the question of commercial relations, Mexican exports are expected to improve 
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components, so we estimate the economy will grow by 1.0% during 2017. 
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Figure 1.1  Figure 1.2

Non-petroleum exports to the US. 
(% of total non-petroleum exports)

Trade of selected U.S. states with Mexico 
(USD billion)
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Clearly, this scenario is not the very promising, but, crucially, taking into account the information we now have 
at our disposal, the most likely outcome is that the effects of the policies adopted by the new US President 
on the Mexican economy will be cyclical and not structural. This assertion is based on the fact that the close 
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between these two countries total US$525 billion, and the way they are integrated through value chains makes 
North America one of the most competitive regions worldwide. 16% of US exports are to Mexico, making it the 
second most important importer of US products, behind only Canada. In fact, Mexico is the most important 
trade partner of states such as California, Texas and Arizona, and the second most important one for twenty 
other US states. California and Texas are the two most important states in economic terms. The US has the 
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with Mexico. 

In short, we believe that the commercial relations will not be destabilised because it is not in the interests of 
either country. Accordingly, we expect the adverse effects seen at present to be a short-term phenomenon and 
that they will fade away in the future. In fact, based on the expectations described and less uncertainty looking 
forward, we believe that the modest growth of 1.0% this year will be followed by recovery in 2018 with 1.8% 
growth. 
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DISCLAIMER
This document and the information, opinions, estimates and recommendations expressed herein, have been prepared by Banco Bilbao Vizcaya 
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to changes without prior notice. BBVA is not liable for giving notice of such changes or for updating the contents hereof.

This document and its contents do not constitute an offer, invitation or solicitation to purchase or subscribe to any securities or other instruments, or 
to undertake or divest investments. Neither shall this document nor its contents form the basis of any contract, commitment or decision of any kind.

Investors who have access to this document should be aware that the securities, instruments or investments to which it refers may not be 
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to prepare this report. Therefore, investors should make their own investment decisions considering the said circumstances and obtaining such 
specialized advice as may be necessary. The contents of this document is based upon information available to the public that has been obtained from 
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or implicit, is given regarding its accuracy, integrity or correctness. BBVA accepts no liability of any type for any direct or indirect losses arising from the 
use of the document or its contents. Investors should note that the past performance of securities or instruments or the historical results of investments 
do not guarantee future performance.
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should be aware that they could even face a loss of their investment. Transactions in futures, options and securities or high-yield securities 
can involve high risks and are not appropriate for every investor. Indeed, in the case of some investments, the potential losses may exceed 
the amount of initial investment and, in such circumstances, investors may be required to pay more money to support those losses. Thus, 
before undertaking any transaction with these instruments, investors should be aware of their operation, as well as the rights, liabilities 
and risks implied by the same and the underlying stocks. Investors should also be aware that secondary markets for the said instruments 
may be limited or even not exist.
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to, directly or indirectly, in this document, or in any other related thereto; they may trade for their own account or for third-party account in those 
securities, provide consulting or other services to the issuer of the aforementioned securities or instruments or to companies related thereto or to their 
shareholders, executives or employees, or may have interests or perform transactions in those securities or instruments or related investments before 
or after the publication of this report, to the extent permitted by the applicable law.
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