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The year 2017 started with plenty of uncertainty for the global economy. President Trump had just been
elected, the emerging economies were not doing particularly well and Europe was facing a difficult electoral
cycle, with the memory of the Brexit referendum still fresh. And while the lovers of Trump’s Twitter account
may not have been disappointed, it is true that his plans for more protectionist measures around the world
have either not yet materialised (e.g. NAFTA) or will have their effects felt more over the long term. In
domestic policy, and without taking into account his anti-immigration measures, the legislative activity in
economic matters is only now being shaped, almost a year after Trump’s appointment, in the form of a tax
reform with doubtful effects on growth in the long term and only vaguely positive effects in the short term.

In Europe, the results of the various elections have led to fewer swings towards extremist parties than
expected, resulting in less economic uncertainty and bolstering consumer and business confidence. The
Eurozone has provided the positive surprise of the year, with growth of around 2.5%, which was shared
among the larger countries, not just Germany and Spain.

Beyond the advanced economies, the Chinese economy has gone another year without receiving any of the
dreaded surprises linked to its debt, and has even provided good news by approving an economic strategy
more focused on structural reforms and less on growth targets, which may help to reduce the accumulated
imbalances. The country has again grown by around 7%, which, together with the recovery in raw materials
prices that is supporting the improvement of many emerging countries, will contribute to an overall growth of
3.5% this year. This is quite a decent rate, moving forward during the year and more synchronised among
the different global areas.

But many question marks remain. Financial markets remain unusually quiet, but central banks in the US and
Europe are beginning to normalise their monetary policies. For them to do so without generating noise as
they have until now will depend a lot on their expertise and on inflation, which will be the key variable to look
out for during 2018, only going back up gradually. Political risks have not disappeared in many areas of the
world, geopolitical risks are also high and widely dispersed and the level of international cooperation is being
reduced in different areas. Even without apparent risks in the short term and with an economy in clear
improvement, the potential sources of destabilisation for 2018 are myriad.
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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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