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There is still much uncertainty about the new economic policies that will eventually be implemented in the
US, with three dimensions particularly relevant for Latin America: changes in policies on trade, immigration
and remittances. 
However, this uncertainty does not affect all of Latin America equally. Mexico is the most affected in view of
the close links with the US, with sharp losses in Mexican asset prices and significant depreciation of its
currency, which pushes up inflation, and slowing investment. Moreover, household and business confidence
indicators have plummeted to all-time lows.
In the South America the panorama is very different. The financial centres have now more than recovered
the post-election losses, doubtless helped by the increase in commodity prices. Also, confidence has started
to recover, although in general it is still at pessimistic levels, except in Peru, where optimism has returned.
This differing response to uncertainty about US policies will mark the divergence in the growth dynamic of
the two regions. Both South America and Mexico will grow by 1% in 2017, but in South America this
represents a turning point after three years of slowdown and GDP contraction of 1.4% in 2016. In Mexico,
the negative impact on investment, combined with a more restrictive monetary policy, will lead to a
slowdown in economic activity in 2017, from a growth rate of around 2.3% over the past three years. This
will be a temporary dip, since we anticipate that both regions will grow by around 1.7% in 2018, which is still
weak compared with their potential, which is closer to 3%.
And in Peru? The growth driver will swing between mining and investment in infrastructure from this year on.
In any case, this year and next it will continue to post the highest growth rates (3.5% and 3.6%) of the major
Latin American countries.
Thus there will be a marked difference in dynamism between the north and the south of the region: recovery
in South America in 2017, but slowdown in Mexico. All the same, the risks surrounding this regional forecast
are still tilted downwards. As well as the risks associated with future US policies and the rate of slowdown in
China, on the domestic front we have the political noise (amplified by ongoing investigations of corruption in
several countries) and the long-term risk of failure to re-launch the process of reforms to boost productivity. 
Even so, it is important to highlight the fact that, as in the case of the global crisis of 2008-9, the region now
has two cushions that are working well against external shocks. The first is the exchange rate: currencies
will continue to weaken against the dollar without causing significant harm to households’ or businesses’
assets. The second one is a solid, well capitalised and regulated financial system, which rather than
multiplying the impact of the external shock, will soften it. In both cases, a very different situation from what
we witnessed in the crises that affected the region in the 1980s.
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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.
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