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2. International context: Stable growth in 2017-18, with
risks still on the downside

The world economy has been picking up in recent quarters and has approached growth rates of 1% QoQ (Figure 2.1),
although it is trending towards stabilisation. In global terms confidence figures are clearly positive, above all in the
advanced economies, and they seem to have moved into readings at the high end. World trade has recovered quickly
from very weak levels in the middle of last year. All of this has also led to a rekindling of industrial activity and
investment globally.

This positive dynamic is attributable to the prime factor behind expansion of late, namely the spurs provided by
economic policy in China, which have driven growth in its economy and led to a knock-on affect among other Asian
countries as well as the rest of the world economy. Other factors supporting good cyclical behaviour, such as
extremely accommodative monetary policies in most advanced countries, a fiscal policy that has been recently neutral
or expansive, or relatively modest commodity prices have helped the global recovery, in an environment of quiet
financial markets.

The improvement, which has especially affected the advanced economies, has been accompanied by a certain
rebalancing from the United States to Europe. On the other hand, the emerging economies have performed less
promisingly and heterogeneously, with a slower than expected exit from the recession in LatAm, and in a more diverse
way, due to differing levels of dependence on commodity revenues.

The tone in the financial markets has been upbeat, with volatility at historic lows in spite of the persistent economic,
political and geo-political uncertainty, as well as the correction to expectations of a fiscal boost in the United States.
This has meant that long term interest rates have remained anchored and corrected a portion of the rises in previous
quarters, while the dollar has broken off from its firming course. The big question is whether the markets are being too
lenient, particularly bearing in mind that the major central banks are making inroads into the normalisation process.
The tone of monetary policy is still accommodative, but in the last quarter, in parallel with the economic improvement,
additional steps have been taken in this process.
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Figure 2.1 World GDP growth. Forecasts based on

Figure 2.2 GDP growth forecasts in USA and China
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We maintain our vision of
increasing global growth, from
3.1% in 2016 to 3.3% in 2017
and 3.4% in 2018

Source: BBVA Research

Our new forecasts imply that growth at the global level will remain at 3.3%
for 2017 and 3.4% for 2018. In China, we revised growth upwards by 0.2pp
in 2017-18, which means the authorities achieving their target of 6.5% in
2017, although we still predict a slowdown to 6% in 2018 (Figure 2.2). Also

in Europe, we revised the forecast for growth by three tenths in 2017, to 2%, along with exports and investment, with a
certain slowdown for 2018 to 1.7%. On the contrary, we slightly lowered the forecast for the US to 2.1% in 2017 and
2.2% in 2018 (Figure 2.2), owing to lower than expected performance in the first quarter and to greater difficulties

regarding the adoption of expansionary fiscal measures and reforms. In LatAm, ebbing commodity prices this year
and heightened domestic uncertainty in several countries have meant that emerging from recession is taking longer

than had been foreseen. These forecasts indicate that in the coming quarters emerging economies should make up
ground on the advanced countries and China, which have spearheaded the recent upturn.

Argentina Economic Outlook / Third Quarter 2017 6



BBVA ‘ Research

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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