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Latin America will grow this year. This is good news for the region following two consecutive years of
contraction, 2015 and 2016, which followed three of slowdown due to the fall in commodity prices. BBVA
Research expects the region as a whole to grow by 0.8% this year and 1.7% in 2018. Are prospects good?
Three caveats have to be made regarding this inflection point for Latin America in 2017.

Firstly resumption of growth this year is highly dependent on Argentina and Brazil coming out of recession;
as the biggest and third biggest economies in the region they weigh heavily in the average growth of Latin
America. All the same, in the majority of the rest of the countries there will be a slowdown in 2017 relative to
last year, due to external factors such as the uncertainty surrounding US trade policy, but also domestic
shocks such as intense political noise and delays in crucial infrastructure projects in some countries.

The second caveat also has to do with the two countries that are recovering in 2017. Although Argentina’s
exit from recession looks solid, in Brazil the recovery is subject to significant risks of a relapse, depending on
the intensification of the political turmoil affecting the government and the shackling of reforms under way
that this represents. This turmoil not only puts Brazil’s recovery at risk but may have a negative effect on
others, particularly its Mercosur partners.

The third caveat is the acknowledgement of the fact that the expected growth for Latin America this year and
next is still low when compared not only with the region’s potential (which should be closer to 3%) but also
with the growth of developed economies (around 2%). Latin America should aspire to narrow the gap in
income per capita with the advanced economies, as it did until 2012.

Fourthly, although the risks emanating from China have not diminished, as is reflected by the continued build-
up of debt, the risk associated with US economic policies seems to have eased, so the external environment
looks a little less adverse than it did at the beginning of the year. Nevertheless domestic risks have
increased, with more political noise in the region (associated partly with the multitude of electoral process in
the next year and a half) and the negative effects of the corruption scandals on public and private

investment.

These caveats mean that for now the glass of growth for Latin America is only half full.
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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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