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The return to strong growth in Latin America has been set back yet again, this time due to a combination of global
and local factors.

Three factors make the international environment in Latin America less favorable. Firstly, we have seen a global
growth slowdown, especially in the developed economies, owing in part to the significant adjustment of
international trade. Secondly, tensions in international financial markets have increased, and this has been only
partly compensated by the more cautious and patient central banks in developed countries, especially the Federal
Reserve and the European Central Bank. Finally, the prospect of somewhat lower commodity prices - especially oil
- is also a headwind for the region.

This is joined by internal factors that have contributed to the delayed recovery in Latin America: lower growth than
expected in recent months in Argentina, Chile and Paraguay; the greater impact of the economic policy adjustment
in Argentina; and the impact of lower investment and greater uncertainty over tax reform in Colombia.

BBVA Research therefore expects that, after a modest 1.6% GDP growth in 2018, Latin America as a whole will
grow by 2.1% in 2019 and 2.4% in 2020. This means a downward revision by 0.3 and 0.2 percentage points
respectively, compared to three months ago. Furthermore, the downward adjustment affects growth in all of the
Latin American countries. More significant yet, despite the recovery, these figures indicate that the region will not
experience such robust growth as that seen some years ago, in large part because reforms to stimulate
productivity have been scarce and insufficient to compensate for lower commodity prices.

Can economic policies contribute to the increase in demand? The scope for expansionary fiscal policies is limited,
in some cases due to high debt levels and, in other cases, due to the need to comply with fiscal rules, or otherwise
undermine their credibility. That is why in many cases it is inevitable that fiscal policy will be a drag on domestic
demand. However, Latin America will continue to benefit from lax monetary policies, except in Argentina and
Mexico. The increase in activity closer to its potential will nevertheless lead central banks in Latin America to
gradually eliminate monetary stimulus over the coming years.

In short, although we have seen a glimpse of higher growth in the region, it is still too low to think about renewing
convergence of per capita income with developed economies.
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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.

Any 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.

With 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 on 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. Reproduction, transformation, distribution,
public communication, making available, extraction, reuse, forwarding or use of any nature by any means or
process is prohibited, except in cases where it is legally permitted or expressly authorised by BBVA.
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