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2. Global environment: global growth consolidates but
there are still risks

GDP growth continued to increase worldwide, to rates of around 1% per quarter, exceeding the 0.8% average since
2011. This acceleration has been driven by a generalised improvement in confidence levels, coupled with advances in
world trade, stimulated above all by monetary and fiscal stimulus measures in China. The performance of developed
countries continues to be especially strong, with the consolidation of recovery in the US and with Europe growing

above its potential. In contrast, Latin America will emerge from this year in recession, although there will be some
moderate growth.

Figure 2.1 World GDP growth. Forecasts based on Figure 2.2 Global growth and contributions by region
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Improved performance worldwide is accompanied by some clarification regarding the American economy, where
expectations of rapid reflation supported by a fiscal boost and of a rapid drift towards protectionism have lessened, or
at least been delayed. Nevertheless, the difficulty of carrying out a reform of the healthcare system also revealed
We have revised global growth problems in getting other measures approved, such as those associated
upwards to 3.1% in 2016, 3.3%  with tax cuts or the infrastructure spending plan, effectively eliminating the
in 2017 and 3.4% in 2018 probability of strong impetus in the short term.

As regards the financial markets, over the last few months they have remained calm, recording low volatility in spite of
the high uncertainty. In this context, the central banks are making gradual progress in the process of normalising
monetary policy. The US Federal Reserve, which is leading this process, is maintaining its message of gradual
withdrawal, so we predict that there will be two further interest rate hikes this year and another two in 2018, up to 2%.
At the same time, there are already plans to undertake the third phase of the exit strategy, in other words, the
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reduction of the balance sheet, something which probably will not happen until next year and will be put in place
passively. The ECB also appears more optimistic about growth, but is not yet confident about inflation and is lagging
behind the Federal Reserve’s speed of withdrawal. Given this process of monetary policy normalisation, a rise in the
cost of financing at the global level is to be expected.

Overall, our forecasts for growth in 2017-18 have been revised only marginally. We have raised them in view of the
good start to the year in the case of the Eurozone, and above all for China, where we expect growth of 6.3% and 5.8%
in 2017 and 2018 respectively, about 0.5 percentage points more than three months ago. In the US, we continue to
predict growth of 2.3% this year and 2.4% in 2018, supported by a boost in investment. As a result, expected
worldwide growth is 3.3% for 2017 and 3.4% for 2018, which, in both cases, is one tenth of a percentage point higher
than our previous forecasts.

The risks continue to be weighted to the downside. Apart from the lingering uncertainty about the measures that will
eventually be approved in the USA, above all as regards trade, doubts are focused on the election results in France
and ltaly, due to the highly negative impact they could have on Eurozone stability in the (unlikely) event of a victory for
the fiercely anti-European parties. There is also the risk associated with the Chinese economy, where the recent
strength of investment may slow the process of reducing imbalances. Other significant risk factors are the Brexit
negotiations (which have not got off to a good start), the multiple geopolitical risks and the risks associated with the
normalisation of monetary policy, especially in the US.
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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.

prohibited to reproduce, process, distribute, publicly disseminate, make available, take extracts, reuse, forward or use the
document in any way and by any means or process, except where it is legally permitted or expressly authorised by BBVA.
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