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Latin America is consolidating the renewal of a growth cycle that began 2017. In the past few months activity
figures have been pleasantly surprising in most countries. At the same time, prices of key export
commodities have risen substantially, to a great extent boosted by lively demand (in line with higher world
growth), although other factors have been influential on the supply side in the case of oil (the maintenance of
the OPEC agreement or an increase in geo-political risks in certain production zones), and greater financial
investment in the case of copper, to name some examples.

In this scenario, having grown by 1.1% in 2017, regional GDP will advance by 1.7% this year, and 2.5% in
2019. The new trend in the region, in the wake of the slowdown in the five years leading up to 2016, is thus
genuinely taking hold.

The increased in growth both this year the next will rest on two factors in particular. The external sector will
benefit from now well-established and widespread world growth, and from higher commodity prices.
Meanwhile, the other factor will be investment, both by the private sector (Argentina and Brazil) and the
public sector (Colombia, Peru and Argentina).

Turning to risks, the news has also been marginally positive. Particularly since the risks associated with a
hard landing for China’s economy have abated somewhat, given the apparent greater willingness of the
authorities to address its financial imbalances. All in all, the risks arising from the Asian giant remain
significant, as are those associated with the future course of US trade policy, and the impact of the Fed's
process of removing monetary stimuli (as we have seen in the past few days).

But what is the big challenge for the region in the long term? The growth forecast of 2.5% for 2019 should
now be approaching Latin America’s growth potential, which feeds imbalances such as inflation or the
external deficit. This new growth potential, which is below the level exhibited by the region in the decade of
surging commaodity price increases (up to 2013), points to a new normal, where growth should be not unlike
the level posted by developed regions, so it will be very hard to begin to close up the per capita income gap
with the latter as Latin America did between 2000 and 2013. This highlights the importance of returning to
the path of structural reform to restore productivity growth, which is the big task left for the region going
forward.
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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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