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Global Flash

Global cycle lost some traction at the
end of the first quarter

Our Global Activity Index (BBVA-GAIN) confirms the anticipated downshift in the cycle
falling to a five-month low due to the following:

1. Global industrial production contracts (as of January) to the levels of 18 months ago,
2. Global financial volatility slightly tightens, especially in EM,

3. With regard to soft indicators, the Global PMI is cooling from the highs reached at the
end of 2013. However, the well-known impact of seasonal and weather factors on
production in some relevant economies along with the sustained levels of new export
orders and employment indexes support a positive view about the ongoing global
expansion (Table 1).

All in all, BBVA-GAIN expanded by 1.5 in March from 2.2 in February (Chart 1) and our in-
house global GDP growth estimate for 4Q13 has been revised down to 0.7% (QoQ), while
the nowcast and forecast for 1Q14 and 2Q14 remain solid even at slower expansion rates
(0.8% QoQ). However, further downward revisions are still possible since the recent activity
slowdown in certain Asian economies remains on track.

In a nutshell, the global picture remains one of continued expansion. Yet, although
currently more balanced, there are some risks which might potentially drag global economic
outlook down: i) the re-evaluation of the Fed's tapering, and tightening expectations regarding
their impact on portfolio flows and funding conditions of EM; i) the coincidence of
idiosyncratic risk events around the EM; iii) in China, the return of uncertainties about its role
as a consumer of commaodities.

Chart 1 Chart 2
BBVA-GAIN and world GDP (%, QoQ) on a Global: Observed GDP growth and forecasts
monthly basis based on BBVA-GAIN (%,Q0Q)

10 - 2.0 1.6 1 r1.6
5 A /)(fg\/\ L 1.5 1.4 L 1.4
0 N- T ™T 1/‘ T T L/'\- 1.0 1.2 1 1.2

UW L 0.5 1.0 1 - 1.0
® L 0.0 0.8 0.8

-10 A . -

L o5 0.6 0.6

15 - L 10 0.4 A - 0.4

20 | | 15 0.2 4 L 0.2

0.0 +r—rr—rrrrrrr T 0.0

-25 - - -2.0 gggoooo\—‘—\—‘—mmmmmmmmvv

8553883322 ccodeny 0000000000000 000TO0T
o000 00000 - m— C 3l 20% — (C al 40%
—— BBVA-GAIN World GDP growth (RHS)

IC al 60% —+— Point estimates

Source: BBVA Research Source: BBVA Research


http://serviciodeestudios.bbva.com/K

I BBVA

Global Flash

Madrid, 2 April 2014

Table 1
Global Data Summary
2013 2014
Apr May Jun Jul Ago Sep Oct Nov  Dec Jan Feb March
BBVA-GAIN -0.9 -0.9 -1.2 -0.7 0.0 0.4 1.0 1.9 2.3 1.9 2.2 1.5
Global PMI 50.2 50.4 50.4 50.6 51.5 51.6 51.9 529 530 53.0 53.2 52.4
Employment 50.0 50.1 49.4 49.9 50.3 50.2 50.7 50.7 51.2 51.0 51.3 51.5
New Export Orders 50.1 50.0 482 503 503 509 519 524 519 51.2 515 51.7
Global Industrial Production (m/m) 005 002 024 034 027 038 031 0.84 0.13 -0.26
BBVA Global Volatility Index -1.88 -1.85 056 047 066 -004 -1.04 -150 -248 -256 -231 -194
Global GDP, 4Q13 growth, current monthly estimate 0.65 0.75 0.78 0.82 0.83 0.93 0.93 0.98 0.69
Global GDP, 1Q14 growth, current monthly estimate 0.84 091 0.93 0.89 0.91 0.78
Global GDP, 1Q14 growth, current monthly estimate 0.83 0.88 0.81
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.



