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1. Summary 

GDP growth continued to increase worldwide, to rates of around 1% per quarter, exceeding the 0.8% average since 

2011. Overall, our forecasts for growth in 2017-18 have been revised only marginally. The best starts to the year have 

occurred in the Eurozone and especially China (where growth of 6.3% and 5.8% in 2017 and 2018 respectively is 

expected, around 0.5 percentage points more than three months ago), while the rates for the Latin American countries 

are slightly more negative this year. 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. This acceleration has been 

driven by a generalised improvement in confidence levels, coupled with advances in world trade, stimulated 

particularly 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 from the recession, although growth will be moderate. 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 gradually moving forward with the monetary policy normalization 

process and the Fed, which leads the process, retains its gradual exit message. 

In Argentina, the data from the 2016 national accounts confirm that the economy had begun to grow rather tepidly in 

Q3 and increased the growth rate to 0.5% Q/Q in the last quarter of the year. In line with what our MICA nowcasting 

model suggests, using the information available to date, we estimate that the economy will have also grown 0.6% Q/Q 

in Q1 2017 and that it will continue to grow during the next quarters of the year at an average rate of just over 1% 

Q/Q, to reach an accumulated growth of 2.8% in 2017, as we forecast in January. In spite of a certain reduction in the 

growth forecasts for investment, domestic absorption will continue to be the main driver of GDP in 2017, contributing 

3.4% to total growth. The slight improvement in private consumption will offset this slower growth in capital stock, 

while the contribution from the external sector will continue to be negative, at -0.6% of GDP. 

We expect the inflation rate (Buenos Aires City official index) to reach 22.4% year on year in December 2017. This is 

an increase on our previous forecast of 20.8%. We are also raising our forecast for INDEC official CPI for the Greater 

Buenos Aires to 19.5% y/y. Although this represents a deceleration compared to the 41% inflation of last year, which 

originated in the exchange rate and tariffs shocks, the monthly inflation data for the first quarter are slightly higher than 

expected due to downward stickiness in core inflation. 

The Central Bank reacted to the latest inflation data by raising the monetary policy rate by 150 bp in April, which took 

the market by surprise as it expected a lower rise. The 2017 inflation target (12%/17%) continues to look difficult to 

achieve even after the hike in interest rates. While the fiscal deficit targets for 2017 announced last year were revised 

up (the primary deficit projected by the government for 2017 was raised from 3.3% to 4.2% in 2017) the inflation 
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targets were maintained. Therefore, market expectations for inflation are not being corrected downwards, probably 

due to the impression that there is a lack of consistency between monetary and fiscal policy. Although we are 

expecting a downward trend for the monetary policy rate this year and next year, the Central Bank will remain cautious 

and any reduction in interest rates will be made more slowly. 

The government decided to adopt a gradualist fiscal policy and, in 2016, less headway was made than expected due 

to political restrictions. The fiscal deficit remained almost constant in terms of GDP, in spite of extra income from the 

successful tax amnesty plan. Access to debt markets contributed to financing the deficit without major conflicts given 

that, additionally, one of the few solid points from the previous adminstration’s legacy was the low level of public debt 

with the private sector. The Economy Minister, Nicolás Dujovne, announced quarterly targets for the fiscal deficit in 

2017 and also targets for annual income, expenditure and deficit until 2019. He also introduced a new methodology 

for measuring the deficit which contributes to greater transparency. The targets look reachable and involve a gradual 

decrease to primary deficit of around 1 percentage point per year in order to reach 2.2% of GDP  in 2019. 

Although we expect a slight surplus in the balance of trade this year due, it will be lower than in 2016 due to a stronger 

rise in imports than in exports. The current account will continue to show a deficit in the medium term due to the 

negative balance on Real and Financial Services. In the medium term we expect that the trade surplus will be eroded 

as economic activity recovers, but that the current account deficit will remain stable at 3% of GDP. 

The exchange rate will continue to strengthen in real terms, driven by capital inflows and the Central Bank’s restrictive 

monetary policy which results in positive interest rates in real terms. The stronger exchange rate is sustainable in the 

medium term because the cost of capital for Argentina has fallen substantially, the majority of export taxes have been 

eliminated and there is abundant global liquidity to finance the domestic deficit. The country will continue to attract 

capital inflows as long as economic activity continues to recover and the government retains its target of gradual fiscal 

consolidation. 
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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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