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GDP fell 0.3% QoQ in 1Q16, less than in the previous quarters and also than expected. Net exports
contributed positively to growth more than expected and were the main driver of the milder decrease of GDP
in the period. Today's figures are in line with our view that the intensity of the recession will decline over the
year and that GDP will drop "only" 3.0% in 2016.

GDP contracted less in 1Q16, in spite of a sharper decrease of private
consumption
The 0.3% QoQ decrease of GDP in 1Q16 was not only lower than in the previous quarters (-1.3% QoQ in
4Q15, -1.6% QoQ in 3Q15, -2.0% QoQ in 2Q15 and -1.2% QoQ in 1Q15, according to the updated figures
released today) but also smaller than expected (BBVA: -0.6% QoQ; consensus: -0.7% QoQ). Behind this
relative improvement was the lower contraction of investment (-1.7% QoQ, less than expected and also than
observed in the last four quarters), the surprising increase in public consumption (1.1% QoQ), and mainly
the performance of next exports (exports grew by 6.5% QoQ while imports fell by 5.6% QoQ). Somewhat in
contrast, private consumption, which represents around two-thirds of total GDP, decreased 1.7% QoQ in
1Q16, more than in the previous two quarters and expected. Household expenditure was affected by the
sharp labor market deterioration, high inflation and low confidence levels observed in the period. With
respect to the supply components of GDP, agriculture and services fell slightly in 1Q16, respectively 0.3%
QoQ and 0.2% QoQ (the former was not very different from its average growth in 2015 while the latter drop
was significantly lower than the contractions -between 1.0% QoQ and 1.5% QoQ- observed in each one of
the four previous quarters). Finally, the industrial sector contracted 1.2% QoQ in 1Q16, somewhat less than
in the previous periods. All in all, 1Q16 growth was hit by abnormally high uncertainty and the restrictive tone
of monetary and quasi-fiscal policies, among other factors. However, the impact of both a weaker exchange
rate and of the contraction in domestic demand on next exports and the lack of a significant fiscal
adjustment, which allowed public consumption to grow positively, resulted in a lower-than-expected GDP
contraction in the period, which is line with our view that the recession would progressively lose intensity
over 2016.

Economic activity will remain weak over 2016: GDP to contract again in
2Q16 and to stabilize in 2H16
Even though an insufficient fiscal adjustment helped to drive up public consumption and favored overall
growth in 1Q16, that will continue to fuel the concerns about the worsening of public accounts, preventing a
solid recovery of economic activity moving forward. We continue to expect growth to remain in negative
territory in 2Q16, stabilizing in 2H16. We maintain unchanged our -3.0% forecast for 2016 GDP, but expect
the positive surprise in 1Q16 and the revisions in the growth profile over 2015, which generate a less
negative carry-over effect for 2016, to prompt some upward revisions in market forecasts for GDP this year
(the consensus is currently around -3.8%).
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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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