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Industrial Production (IP) grew by 12.1% yoy in unadjusted terms in December (9%yoy if calendar adjusted),resulting
in a higher yearly growth rate in 4Q (10.2%) than its 3Q performance (8.5%). Seasonal and calendar adjusted IP (sca)
also rose by 1.3% mom, still maintaining a strong momentum by increasing continuously in the last eight months.
Hence, despite the downside factorslinked to the pandemic, the full year IP growth rate materialized as 2.2% in 2020.
On the other hand, retail sales contracted sharply by 4.2% mom in December due to the recent curfew measures asw e
already observed in our Big Data Consumption indicator. Our monthly GDP indicator now casts a yearly GDP growth
rate of 7.8% for 4Q20 (96% info), implying a full year growth of near 2.5% in 2020 and only a slight slow-down to 5.3%
growth at the start of February (33% of info). Given the current high momentum, the expected deceleration on tighter
financial conditions could be delayed in the last period of 1Q and mostly in 2Q. However, ongoing supportive policy
measures on global side, favorable base effects and the decline in risk premium could provide buffers. Therefore,
assuming no sizable negative shock, we maintain our GDP growth forecast at 5% for 2021 with some upside risks
taking into account the currentinformation for 1Q21.

A broad-based strong performance of the sectorial activity in 4Q

IP (sca) was supported by capital goods and intermediate goods production (1.9% mom for both), indicating a continuing
positive outlook, w hile energy and durable goods production dragged dow n from growth (-1.3% and -0.8% mom, respectively).
In annual terms, IP grew by 10.1% in calendar adjusted terms in 4Q20 and the acceleration was backed by all main sub-sectors
(intermediate goods 12.6%, capital goods 10%, consumer goods 9%, energy 2.1%). In sectorial detail, non-metallic products,
automotive, metals, machinery, electrical equipment, textile, plastics and chemical products were the leading items in the strong
growth, showing spill-overs from both solid domestic demand and recovering external demand. Despite slow-down in credits
and lockdow n measures, PMI (Jan, 54.4), capacity utilization rate (Jan, 75.4%), electricity production and our big data indicators
signaled still robust activity in January, w hich was also confirmed by our IP forecast of near 6% (Chart 3) and our now cast of a
yearly GDP growth rate of 6.8% for January. On the other hand, our most recent Big Data indicators started to signal the early
signs of the expected deceleration and we have a GDP now cast of 5.3% in early February (still pending data to clarify the bias
from services). According to our GDP demand subcomponents (Chart 6-8), consumption displays the negative impact of the
financial tightening and the second wave of pandemic, w hile investment stays relatively strong. Lastly, the negative contribution
from net exports eased further on the recovery in exports and some normalization in imports. All in all, the impact of the financial
tightening seems to be pending, w hich could also be linked to the changing composition of loan grow thrates in the sector.
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high-frequency indicators to proxy monthly GDP (GBTRGDPY Indexin BBG)

Current strong momentum in activity will likely support 2021 GDP growth

GDP growth will likely get near 2.5% in 2020, w hich will be officially released on March 1. Still pending deceleration impact from
the monetary tightening can be observed in late 1Q and 2Q. How ever, ongoing expansionary policy measures abroad, attempts
to accelerate the inoculation, favorable base effects and stabilization in financial assets will be the supportive factors throughout
the year. Therefore, we maintain our 2021 GDP forecastat 5% w ith some upside risks given the current momentum in 1Q.
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Chart3.IP & IP Forecasts Chart4. Garanti BBVA Big Data Consumption Indices
(yoy, one month ahead forc.) (7-day moving average, nominal, YoY)
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Chart5. Garanti BBVA Big Data Investment Indices )
Chart6. BBVA Monthly Consumption Now cast (3myoy)
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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
w e consider to be reliable, and have not been independently verified by BBVA. Therefore, BBV A offers no w arranty, 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 w ithout 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 forany loss, direct or indirect, that may result fromthe 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 formthe 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 aw are
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 forthem to take an appropriate investment decision.

The content of this document is protected by intellectual property law s. Reproduction, transformation, distribution, public
communication, making available, extraction, reuse, forw arding or use of any nature by any means or processis prohibited,
exceptin cases w hereit is legally permitted or expressly authorised by BBVA.

ENQUIRIES TO:
BBVA Research: Azul Street. 4. La VelaBuilding — 4th and 5th floor. 28050 Madrid (Spain).

Tel. +3491 3746000y +34 915377000/ Fax (+34)91 374 30 25 @ @ @ @
bbvaresearch@bbva.comwww.bbvaresearch.com


https://creativecommons.org/licenses/by-nc-sa/4.0/
https://creativecommons.org/licenses/by-nc-sa/4.0/
https://creativecommons.org/licenses/by-nc-sa/4.0/

