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

Gradual acceleration and more restrained extreme scenarios
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rates for the beginning of 2017, which compares positively with the 0.8% recorded on average since 2011. The overall 
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performance of the advanced economies continues to be particularly positive thanks 
to the consolidation of the USA recovery and Europe growing at rates that are above 
their potential. On the contrary, Latin American will emerge this year from the reces-
sion, although with a moderate growth.
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direction has been limited. Therefore, the government appears to be considering moderate proposals on a possible re-
negotiation of the NAFTA, while it continues to face obstacles in pursuing policies to restrict immigration. Nevertheless, 
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measures approved, such as those linked with tax cuts or the infrastructure expenditure plan, which eliminates the like-
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Financial markets have remained calm over the last months, recording low volatility in spite of the high uncertainty. Fi-
nancial tensions have relaxed, especially in the emerging economies, which were more negatively affected at the end of 
last year due to the uncertainty after the US elections. Europe is an exception to this trend, as the uncertainty about the 
elections in France has widened the debt spread in France and the periphery.

Moving towards monetary policy normalisation
����
��"��	
�����'�	�
�
��
	����
����� 
��� ������	���'� ���	
���� '�������	
���� �	
���	����	"����	���� 
��������	
�������
���	���	�	�
���'����	
���	����������	������������
���"	����'���
���
��
�	��"	����
����	�����
�	<�)�	�����	�������
����
behind. The Fed, which leads this process has brought forward its third rate increase to March. The rise in rates has not 
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by the economy, which is nearing full employment, and also because the Fed is maintaining its gradual exit message. In 
addition, the Federal Reserve is discussing how to approach the third phase of the exit strategy, i.e. the reduction of the 
balance sheet (once the -QE- bonds purchase programme is completed, and as interest rate increases are consolida-
ted). But it is something that will probably not happen until next year and will be put in place passively.
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Thus, the announced QE recalibration is been taking place since April, reducing monthly purchases of public and private 
debt, from 80 billion to 60 billion euros. This reduction in purchases and some changes in the ECB`s communication 
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prepare the market for the timing and order that will follow. According to our scenario, we expect the ECB to continue 
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cycle of rates at the end of the same year.

The global economy 
continues to accelerate
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In short, we are facing a normalisation process for monetary policies, which, until now, were very accommodative. The-
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be key into this process, to prevent mistakes like the famous “taper tantrum” (overreaction in 2013 of the bonds market to 
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set by the central banks but also on the long term interest rates. In this case, there are factors that continue to pin down 
the long end of the curve, such as elevated uncertainty, the lack of safe-haven assets and certain regulatory features.

Slightly upward revision of growth but still with risks of a downturn
Overall, growth forecasts for 2017-18 are only marginally revised. The positive start of the year move them up for the 
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ble exception of Mexico). As a result, expected global growth is 3.3% for 2017 and 3.4% for 2018, which, in both cases, 
is 0.1pp higher than our previous forecasts.

In spite of the above, the risk events that are perceived, if produced, would mostly 
reduce growth. In particular, beyond the uncertainty that is still associated with the 
measures about to be approved in the USA, doubts centred around the election 
results in France and Italy, due to the highly negative impact they could have on the 
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tions. Additionally, there is also the risk associated with the Chinese economy, where the recent strength of investment 
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important to consider in the coming months include the evolution of the negotiations on Brexit, the multiple open geopo-
litical events and the risks associated with the normalisation of monetary policy, especially in the USA.

Risks associated with 
increased protectionism 
remain

Figure 2.1 Global GDP growth  Forecasts based on BBVA-
GAIN (%, QoQ)

Figure 2.2 Global growth by region 
(%, year-on-year)
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United States: growth just above 2% in 2017-2018
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creased and, at any event, its impact on growth should be limited in an economy 
that is continuing to grow above their potential. GDP growth continues to be 2.3% for 
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from the improvement in expectations, stable oil prices and the recovery of the housing market. This should compensate 
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In this context, the Fed is expected to continue with the gradual normalisation of monetary policy, although we are now 
expecting two additional rises this year (up to 1.50%) and two more in 2018, up to 2%.

China: upward growth revision due to improved recent data, as a 
result of its economic policy support
After relatively stable economic growth throughout last year (around 6.7% for the year), the signs of certain acceleration 
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remains moderate (2.3% expected in 2017 and 3% in 2018). However, apart from the improved expectations, based on 
a more growth-oriented economic policy, the risks will increase in the medium term as the growth pattern adjustment 
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indebtedness of the economic agents.
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GDP growth may have gained traction at the beginning of this year (around 0.5% 
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nomy that has already been growing above its potential since 2015. However, we 
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which, as in the case of the USA or China, are based more on foreign trade and investment than on private consumption. 
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seen since the end of 2016 was mainly due to the base effect of energy prices and the increase in unprocessed food 
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The investment 
underpins the upturn in 
activity in the USA

Risks in Europe are 
mostly political
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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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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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