
Economic Watch
Madrid, 15 November 2010

Cross-Country Emerging Markets Analysis

Economic Analysis

Alicia García-Herrero 
Chief Economist, Emerging Markets
alicia.garcia-herrero@bbva.com.hk

Daniel Navia 
Chief Economist,  
Cross-Country Analysis Emerging Markets
daniel.navia@grupobbva.com

Mario Nigrinis 
mario.nigrinis@bbva.com.hk

BBVA EAGLEs
As world growth rotates towards the emerging markets, 
focus should shift from BRICs to EAGLEs
•	 We introduce the EAGLES: 

Emerging and Growth-Leading Economies. This group will include any 
country which will contribute more to global GDP growth than the average 
of the largest developed economies during the next ten years. 

•	 We identify ten BBVA Eagles, ordered from the largest to the smallest 
contributor to global growth: 
China, India, Brazil, Korea, Indonesia, Russia, Mexico, Turkey, Egypt and Taiwan.

•	 There are another eleven economies which will contribute more to 
global growth than the smallest contributor of the G7, Italy 
Ordered by decreasing contribution to global growth: Nigeria, Poland, South 
Africa, Thailand, Colombia, Vietnam, Bangladesh, Malaysia, Argentina, 
Peru and the Philippines.

•	 We believe that the EAGLEs concept is more accurate than the 
established BRIC grouping:  
First, it focuses on incremental GDP rather than absolute size. Accordingly, it 
includes countries that will be larger in this dimension than some of the BRICs. 
In fact, Korea and Indonesia will contribute more to global growth than Russia 
during the next 10 years. Also, the non-BRIC EAGLEs alone will be more 
relevant for incremental growth than some of the largest industrial economies.  
Second, it is dynamic. The number of countries included and the countries 
themselves can change over time depending on their growth prospects. 
This is why having a watch list of countries which may eventually become 
EAGLEs – a nest - is all the more attractive. 
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1. What is EAGLEs and what are the deliverables?
In this note we are introducing to you the EAGLEs concept, as developed by the BBVA Research 
Department. The concept of EAGLEs incorporates a selection of countries that merit particular attention 
because their individual contributions to world growth in the next 10 years are expected to match or 
exceed that of the six largest developed economies (excluding the US). Hence, the acronym: EAGLEs 
stands for Emerging and Growth-Leading Economies. 

Chart 2
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Our methodology has several advantages. First, it is based on objective measures of performance, 
which allows for separating facts from fads. Second, it is a dynamic concept: some countries may 
become an EAGLE in the future, while others may drop out of the group. In order to narrow down the 
group of emerging countries which may become EAGLEs we shall determine a watch list of emerging 
countries that are large and dynamic enough to be in the EAGLEs’ nest. 

Because of the dynamic nature of our concept, as opposed to other existing ones such as BRIC, 
BBVA Research commits to providing investors with quarterly reports on economic developments: the 
BBVA EAGLEs Outlook. We shall also provide an annual evaluation report where growth prospects 
for the next 10 years will be reassessed, taking into account any developments that might influence 
them: BBVA EAGLEs Long-Term Updates. This yearly report will serve as the basis for reviewing the 
countries that remain in EAGLEs as well as new countries on the list. It will be supported by local 
knowledge of economic think-tanks in the countries involved. 

In this initial note, we set out our view on three key questions using a full revision of our forecasts 
for the next ten years: (i) How fast can we expect the emerging world to grow compared with the 
developed economies? (ii) Which countries are more likely to reach economic significance in the global 
stage? (iii) How safe are these forecasts?. 

2. Emerging markets’ growth will outperform the G7 
by 3-4 percentage points, even excluding China
As the developed world pays the toll for years of financial excess, emerging markets are moving ahead 
with a strong recovery. Some of this difference is purely cyclical but not all. In fact, beyond cyclical 
differences, investors still have to come to grips with some defining features in the growth potential of 
emerging markets and how it is likely to compare with the developed world. First, we envisage slower 
trend growth across the board: a reduction of GDP growth of around 1 percentage point (pp) for the 
average G7 country and a reduction of about 2pp for emerging markets versus the pre-crisis decade. 
The larger reduction for emerging markets takes care of the previously mentioned cyclical differences 
in today’s growth rates. However, emerging markets will still maintain a positive growth differential 
versus the developed markets of around 4pp per year. Second, even excluding China, the difference 
in growth rates remains very large: about 3pp per year. Finally, when one excludes China, the growth 
rates of Brazil, India and Russia are not that different from the average emerging market outside the 
selective BRIC club.
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Table 1

Size and incremental demand for the EAGLEs.  
Gross Domestic Product (USD PPP 2010 trillions, constant valuation)

Country 2010 2020
Incremental demand: 

absolut change
China 10.1 22.7 12.6

India 4.0 7.6 3.6

Brazil 2.2 3.3 1.1

Indonesia 1.0 1.8 0.7

Korea 1.5 2.2 0.7

Russia 2.2 2.8 0.6

Mexico 1.5 2.0 0.5

Egypt 0.5 0.9 0.4

Turkey 1.0 1.4 0.4

Taiwan 0.8 1.2 0.4

EAGLEs average 2.5 4.6 2.1

Japan 4.3 4.9 0.6

Germany 2.9 3.4 0.4

UK 2.2 2.6 0.4

Canada 1.3 1.7 0.3

France 2.1 2.5 0.3

Italy 1.8 1.9 0.2

G6 average 2.4 2.8 0.4
United States 14.6 18.2 3.6

G7 average 4.2 5.0 0.8
Source: BBVA Research

3. The list of key economies expands: EAGLEs will 
lead incremental demand in the world economy
As the rotation of global growth towards emerging markets continues, the question is: how will countries 
change their economic relevance in the global context? To answer this question, we strongly advocate 
looking at incremental growth, rather than GDP size. Why? Conceptually, size per se is too inertial and 
allows no anticipation of long term trends. Moreover, incremental demand is more relevant for new 
business opportunities. Finally, lackluster activity across the world offers a premium on those countries 
which are growing, even if their size is still not fully developed.

Using this criterion, the relevant figures in our forecasts are as follows. We anticipate world GDP 
measured in PPP terms to grow by around 40 trillion (from around 70 trillion) in the next 10 years. Out 
of these figure, the US will add additional GDP of 2.8 trillion while the remaining countries in the G7 
(which we term the G6) will add about 2.4 trillion, implying an average of 400 billion each. On the other 
hand, according to our forecasts, there will be 10 emerging economies which will add more additional 
demand than the average G6 country: China, India, Brazil, Korea, Indonesia, Russia, Mexico, Turkey, 
Egypt and Taiwan. These ten economies constitute the BBVA EAGLEs.
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Table 2

Strong growth offers large cushion. GDP growth rates

Country
Average GDP growth 

rates between 2010-2020

Reduction in country’s 
growth to match Italy’s 

contribution Consensus
Brazil 4.6 -3.9 4.6

China 8.6 -8.5 8.4

Egypt 6.2 -3.5 6.6

India 6.8 -6.5 7.8

Indonesia 5.5 -4.2 6.2

Korea 4.2 -3.3 4.1

Mexico 2.9 -2.1 4.7

Russia 2.5 -1.9 4.5

Taiwan 4.3 -2.6 5.4

Turkey 4.0 -2.6 4.4
Source: BBVA Research

Some striking results come from focusing on incremental GDP. First, while many observers already 
expect China to match the US in PPP size by the end of the decade, our approach puts into focus the 
fact that this requires that China’s additional demand to be around 4 times larger in China than in the 
US. India will actually match the US contribution. To us, this implies that China and, to a lesser extent, 
India’s weight in global economic matters will be even larger than what their GDP size suggests. But 
there are some very interesting insights looking outside the BRICs. For example, Korea and Indonesia 
will each add more growth than Russia, despite not having BRIC status. In fact, the combined GDP of 
the 6 EAGLEs who are not in the BRICS is now around 50% of the G6 aggregate. However, the change 
in GDP in the next ten years will be about 40% larger. 

4. On a relative basis, the EAGLEs are safer than 
usually thought
Our forecasts are obviously subject to a wide set of uncertainties and criticisms, as any economic 
forecast is. The relevant issue for investors is one of relative risks, however. On that basis, EAGLEs 
have clear advantages when compared with their own past or with the developed economies.

Chart 4

External demand gradually  
less important. China’s Demand 
Components Contribution to Growth

Chart 5

External demand gradually  
less important. Weight of China  
and commodity exports over GDP
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First of all, the growth differential between the EAGLEs and the largest developed economies is so 
large that there is ample room for error. EAGLEs could grow by about 2pp less than what we envisage 
and still have larger incremental demand than a country like Italy. Second, the overall message 
does not depend on PPP valuation. Using USD to measure GDP reduces the growth gap but it does 
not disappear. Furthermore, over the medium term, we expect appreciation of emerging countries’ 
currencies so that USD and PPP GDP figures will get much closer.

No matter how robust the results are to growth changes, it is still interesting to ask what the key 
risks to our growth forecasts are. One key risk is a sudden reduction in external demand. In reality, 
our forecasts are not very dependent on external demand from developed countries but rather rely 
a continuation of South- South trade. Furthermore some countries, as important as China, have 
imbedded in their projections an almost null contribution of net external demand over the next 10 
years. This is because we envisage a significant slowdown of exports to the developed world, but an 
acceleration of imports from China. Such increase in imports from China explains, at least partially, 
our forecasts of growing South-South trade. Another related risk in the geographical concentration of 
exports, but it is not radically different in most EAGLE countries when compared to the US.

Our estimates of potential GDP growth are based on a detailed analysis based on the production 
function approach (as in Domenech, Estrada and Gonzalo-Calvet (2008)). Our methodology takes into 
account demographic trends –corrected to account for structural changes in working age population and 
participation rates– and capital accumulation (based on forecasts of investment rates). This decomposition 
allows estimating total factor productivity as a residual, which we then model using time series and adjust 
based on two main dimensions: 1) institutional quality; 2) impact of the crisis on each country’s growth 
model. We take advantage of the expertise of our local economist teams to do these adjustments.

Looking over the longer term, the supply-side economics behind our forecasts seem safer than for 
many developed economies. Most EAGLEs can rely on significant population growth versus a relative 
stabilization or decline in the G7 countries. This bodes well for their domestic demand. Taking such 
population trends into account, our estimates for capital accumulation and total factor productivity 
(TFP) are generally not too demanding. In fact, our projections of medium term growth which lead to 
the EAGLEs classification include a declining estimate of TFP in most countries.

As for country risk, macroeconomic fundamentals are clearly stronger in the EAGLEs than in the 
developed world. Debt is lower, fiscal imbalances more contained and external positions generally 
better. BBVA Research econometric models for sovereign risk suggests that, based on macro variables 
alone, emerging markets should actually be trading 80pb below the G7 average. In a world where 
developed economies can no longer rely on markets to ignore their macro fundamentals, we interpret 
this result as a strong indication that a significant fraction of the spread compression between emerging 
and developed economies recently observed could be structural.

Chart 6

Strong demographic  
bonus in EAGLEs. Population prospects

Chart 7

A risk rotation too. Sovereign CDS  
spread Emerging vs. Developed Economies
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Who is in the nest? Countries which could get 
EAGLE status
There are many other emerging countries which are worth being followed closely by investors. In 
fact, there are as many as eleven countries whose contribution to global growth is expected to be 
larger than that of Italy in the next ten years. That implies that each of those economies will generate 
short but close to 400 bn. USD in new business. These eleven countries, which are in the nest of 
the EAGLEs, are (ordered from the largest to the smaller contributor): Nigeria, Poland, South Africa, 
Thailand, Colombia, Vietnam, Bangladesh, Malaysia, Argentina, Peru and the Philippines.

The economic importance of Asia not only shows up in the EAGLEs (5 out of 10 are Asian countries) but 
also in the watchlist, where still five out of eleven are Asian. In decreasing relevance, these countries 
are Thailand, Vietnam, Malaysia, Bangladesh and the Philippines.  All in all, Asia implies 81% of total 
new business stemming from Eagles and their nest. Excluding China and India, this figure falls to 40% 
but the other Asian countries remain leaders in terms of their contribution.

Latin America stands out as second most important emerging region, not only because it has two 
EAGLEs out of ten but also because it has three countries in the watchlist out of eleven, namely 
Colombia, Argentina and Peru. All in all, Latin America implies 10% of the new business from Eagles 
and the nest, but 30% when China and India are excluded. As for Africa, South Africa and Nigeria make 
it into the watchlist, which adds to the only African Eagle: Egypt. All in all, Africa accounts for 4% of 
total new business. Finally, Emerging Europe only has one country in the nest, namely Poland, which 
adds to the two European Eagles: Russia and Turkey.  All in all, Emerging Europe accounts for 5% of 
total new business.

The EAGLEs’ nest is clearly a more heterogeneous group in terms of its risk assessment. There are 
some cases where external dependence is strong (particularly in Asia) as they would be hit hard by a 
slowdown in China. Others are quite dependent on commodity prices. However, their macroeconomic 
situation is generally sound and their longer-term fundamentals also benefit from stronger population 
growth, in line with our assessment for the EAGLEs. 

Table 3

GDP Growth

Country
Average growth needed  

to become an EAGLE (2010-2020)
The difference between  

required and forecasted growth
Poland 4.1 0.6

Nigeria 7.2 0.7

Thailand 5.2 1.1

South Africa 5.3 1.1

Colombia 6.3 1.6

Argentina 5.0 1.7

Malaysia 6.6 1.9

Vietnam 8.7 2.1

Bangladesh 9.0 2.2

Philippines 7.5 3.1

Peru 8.9 3.3
Source: BBVA Research



Cross-Country Emerging Markets Analysist Economic Watch
15 November 2010

DISCLAIMER
This document and the information, opinions, estimates and recommendations expressed herein, have been prepared by Banco Bilbao Vizcaya 
Argentaria, S.A. (hereinafter called “BBVA”) to provide its customers with general information regarding the date of issue of the report and are subject 
to changes without prior notice. BBVA is not liable for giving notice of such changes or for updating the contents hereof.

This document and its contents do not constitute an offer, invitation or solicitation to purchase or subscribe to any securities or other instruments, or 
to undertake or divest investments. Neither shall this document nor its contents form the basis of any contract, commitment or decision of any kind.

Investors who have access to this document should be aware that the securities, instruments or investments to which it refers may not be 
appropriate	for	them	due	to	their	specific	investment	goals,	financial	positions	or	risk	profiles,	as	these	have	not	been	taken	into	account	
to prepare this report. Therefore, investors should make their own investment decisions considering the said circumstances and obtaining such 
specialized advice as may be necessary. The contents of this document is based upon information available to the public that has been obtained from 
sources considered to be reliable. However, such information has not been independently verified by BBVA and therefore no warranty, either express 
or implicit, is given regarding its accuracy, integrity or correctness. BBVA accepts no liability of any type for any direct or indirect losses arising from the 
use of the document or its contents. Investors should note that the past performance of securities or instruments or the historical results of investments 
do not guarantee future performance.

The	market	prices	of	securities	or	instruments	or	the	results	of	investments	could	fluctuate	against	the	interests	of	investors.	Investors	
should be aware that they could even face a loss of their investment. Transactions in futures, options and securities or high-yield securities 
can involve high risks and are not appropriate for every investor. Indeed, in the case of some investments, the potential losses may exceed 
the amount of initial investment and, in such circumstances, investors may be required to pay more money to support those losses. Thus, 
before undertaking any transaction with these instruments, investors should be aware of their operation, as well as the rights, liabilities and 
risks implied by the same and the underlying stocks. Investors should also be aware that secondary markets for the said instruments may 
be limited or even not exist.
BBVA or any of its affiliates, as well as their respective executives and employees, may have a position in any of the securities or instruments referred 
to, directly or indirectly, in this document, or in any other related thereto; they may trade for their own account or for third-party account in those 
securities, provide consulting or other services to the issuer of the aforementioned securities or instruments or to companies related thereto or to their 
shareholders, executives or employees, or may have interests or perform transactions in those securities or instruments or related investments before 
or after the publication of this report, to the extent permitted by the applicable law.

BBVA or any of its affiliates´ salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to 
its clients that reflect opinions that are contrary to the opinions expressed herein. Furthermore, BBVA or any of its affiliates’ proprietary trading and 
investing businesses may make investment decisions that are inconsistent with the recommendations expressed herein. No part of this document may 
be (i) copied, photocopied or duplicated by any other form or means (ii) redistributed or (iii) quoted, without the prior written consent of BBVA.  No part 
of this report may be copied, conveyed, distributed or furnished to any person or entity in any country (or persons or entities in the same) in which its 
distribution is prohibited by law. Failure to comply with these restrictions may breach the laws of the relevant jurisdiction.

This document is provided in the United Kingdom solely to those persons to whom it may be addressed according to the Financial Services and Markets 
Act 2000 (Financial Promotion) Order 2001 and it is not to be directly or indirectly delivered to or distributed among any other type of persons or entities. 
In particular, this document is only aimed at and can be delivered to the following persons or entities (i) those outside the United Kingdom (ii) those 
with expertise regarding investments as mentioned under Section 19(5) of Order 2001, (iii) high net worth entities and any other person or entity under 
Section 49(1) of Order 2001 to whom the contents hereof can be legally revealed.

The remuneration system concerning the analyst/s author/s of this report is based on multiple criteria, including the revenues obtained by BBVA and, 
indirectly, the results of BBVA Group in the fiscal year, which, in turn, include the results generated by the investment banking business; nevertheless, 
they do not receive any remuneration based on revenues from any specific transaction in investment banking.

BBVA and the rest of entities in the BBVA Group which are not members of the New York Stock Exchange or the National Association of Securities 
Dealers, Inc., are not subject to the rules of disclosure affecting such members.

“BBVA is subject to the BBVA Group Code of Conduct for Security Market Operations which, among other regulations, includes rules to 
prevent	and	avoid	conflicts	of	interests	with	the	ratings	given,	including	information	barriers.	The	BBVA	Group	Code	of	Conduct	for	Security	
Market Operations is available for reference at the following web site: www.bbva.com / Corporate Governance”.
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