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Global Flash

Global cycle: faster expansion in
December

Global growth backcast in 2013Q3 improved up to
1% (g/q), while 2013Q4 and 2014Q71 remain firm

According to our calculations, Global Activity Index (BBVA-GAIN) as of December establishes an
improved note for the global cycle. Both the better nearterm dynamics of financial markets in
terms of volatility showed by the BBVA-Global Volatility Index (GVI), along with the fastest Global
PMI pace since February 2011, significantly contributed to BBVA-GAIN further expansion. As a
result, BBVA-GAIN expands at 2.3 in December from 1.9 in November (Chart 1).

e The average reading of BBVA-GAIN through 2013 as a whole (0.1)
was better than the disappointing pace signaled over 2012 (-1.7)
Global GDP growth backcast for the third quarter surprisingly improved at 1%
(g/q) while our nowcast for the fourth quarter and the first quarter of next year
improved at around 0.9% (Table 1 and Chart 2). The estimation of the probability of
recession is accordingly low. At a regional level, manufacturing business expectations
reveal that growth was again led by G7 countries, as robust expansions in the US,
Japan, Germany, the UK, and Italy eventually offset the ongoing contraction in France
and a sharp slowdown in Canada. On the emerging markets, although China
registered a slightly weaker trend, manufacturing confidence seems to be stabilizing in
most other key EM countries including India, Indonesia, Brazil and EMEA. All in all, the
global activity cycle remains firm since EM seem to be joining the AE’s upward
trend, in an uneven way though.

BBVA-GAIN signals global activity strengthening while near-term dynamics appear
to remain favorable. However, even more balanced nowadays - mainly due to
positive surprises on the cycle and policy agreements in the US economy - some risks
potentially dragging global economic outlook down are still out there: i) idiosyncratic
vulnerabilities in the eurozone: AQR and stress test of the banking sector could tighten
the access to funding; i) emerging markets have to deal with less favorable liquidity
environment; i) in China, domestic financial vulnerabilities in front of tightening of
funding conditions could impact on growth.


http://www.bbvaresearch.com/KETD/ketd/esp/index.jsp
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Chart 1 Chart 2
BBVA-GAIN and world GDP (%, Q/Q) on a Global: Observed GDP growth and forecasts
monthly basis based on BBVA-GAIN (%,Q/Q)
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Table 1
Global Data Summary - 2013
Jan Feb Mar Apr May Jun Jul Ago Sep Oct Nov Dec
BBVA-GAIN -02 06 -01 -09 -09 12 -07 00 04 10 19 23
Global PMI 515 509 512 504 506 506 508 516 51.8 521 531 533
Employment 50.7 504 505 50.2 503 496 50.1 504 50.2 50.8 508 b51.6
New Export Orders 494 495 510 503 502 483 505 503 509 519 526 522
Global Industrial Production (m/m) -0.11 029 042 009 -0.04 030 0.27 0.25 041 0.03 - -
BBVA Global Volatility Index -3.32 -291 -2.31 -1.93 -1.89 -0.62 041 0.60 -0.09 -1.09 -1.55 -2.52
Global GDP, 201392 growth, current monthly estimate 07 08 07 07 07 06 05 06 07 07 07 08
Global GDP, 201393 growth, current monthly estimate - - - 08 06 07 07 07 08 07 08 1.0
Global GDP, 201394 growth, current monthly estimate - - - - - - 06 07 08 08 08 09
Global GDP, 201491 growth, current monthly estimate - - - - - - - - - 08 09 09

(*) For methodological issues, please refer to our Economic Watch, published on March 6th, 2013: http://bit.ly/1ee04TM.
Index=50 means no change on previous month.

Source: JP Morgan, Markit Economics, CPB Netherlands and BBVA Research
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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.



