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Recent global trends: An improvement is not yet clear

* Downward pressures on global growth seem to have diminished in Q3, but
incoming data so far has failed to show a strengthening recovery

* Our GAIN-model estimates quarterly GDP growth at around 0.7% QoQ, broadly
stable since late 2014

* Consumption remains the main driver of growth, with incipient signs of
improvement in trade that need to be confirmed, while the industrial recovery fails
to gain momentum

* Manufacturing sector confidence (PMI’s) has increased over the third quarter,
while services confidence has improved in emerging markets

* Global inflation declined in August due to more moderate increase in prices in
emerging markets (EM) after the sharp currency depreciation last year
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World GDP growth was stable in 2Q16...

World GDP

YoY.% World GDP growth stable at around

10 3% YoY in 1H16, around 0.2pp below

8 the previous two years

6

4 EM gained some momentum (+0.2pp

X to 4.3% YoY), but failed to offset

. more moderate growth in DM (-0.2pp
S \/ . to 1.5% YoY)

-2

-4 Doubts remain both in DM and EM,

L especially in Asia (excluding China)
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(*) Actual figure of the Global GDP is based on the aggregate of national quarterly growth

rates (QNA) of 69 countries, and has a weighting of 92% with respect to world GDP PPP

(on average, 1980-2012).

Source: IMF and BBVA Research 3
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... supported by the improvement in China and
despite the weakness in the US and Europe

GDP: selected regions
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MA4 (Major Asian 5 ex China): India, Indonesia, Japan, South Korea.
LA7: Argentina, Brazil, Chile, Colombia, Mexico, Peru, Venezuela.
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Global growth Is expected to improve in 3Q16, but
Incoming data lowered our previous forecast

World GDP: nowcast and forecast

QoQ,%
1.0 0.82
0.78
0.76 0.76
0.73 0.75
0.70
0.64 0.65
0.8
0.6
04 . gl el &) ¢
4 ¥ 3 8 2 3 3 g9 2 8 3 | E| 28| E
O < 19} & o) & I} < 19 & I3} ) 7 o 17
) S o) S ) S D S o) S D = © = b
0 s ) = ) s ) = ) = ) 8 — 8 -
— | C 20% — (C 40% IC 60% 2Q15]30Q15|4Q15| 1Q16 | 2Q16 30Q16 40Q16
Point Estimates = = =Period average Nowcast Forecast

(*) Nowcast and forecast based on BBVA-GAIN
Source: BBVA Research
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Industrial production has worsened in 3Q16,
especially in emerging markets

World Industrial Production World Industrial Production
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Industrial production continues to be weak across the
board (except in China)

Industrial Production: selected regions
YoY, %
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Manufacturing confidence paint a more upbeat
outlook especially in advanced economies..

World Manufacturing PMI
Level £50

55

54

53

52

© M

49

48

<
3Q12 s
4

o «H <« o [ T e T
a3 A4 o o S 49 o
o O o o o o o
0 I S a4 ™
ADV WLD

Source: Markit and BBVA Research

3014

1Q15

3Q15

AVARRAY,
vv

1Q16

3016

World Manufacturing PMI
Level +50

52

51

50

49

Jul-16

May-16
Jun-16
Aug-16

BADV mWLD mDEV

Manufacturing PMIs reverted to
levels seen earlier this year...

.. Supported by some improvement
in the global trade
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... but remains below the 50 points threshold in Latam

Manufacturing PMI: selected regions
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Significant improvement in services confidence in EM’s

World Services PMI
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Source: Markit and BBVA Research
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But the sharp improvement in EM'’s
needs to be confirmed and contrasts
with some weakness in DMs
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Confidence In services unchanged in Europe and
China, and declined in the US in Q3

Services PMI: selected regions
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Retail sales suggest a strong momentum for
consumption

World Retail Sales
QoQ, %
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Recent sharp improvement in EM’s,
and more constant gains in DM'’s
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Households’ spending accelerated across the board
IN Q3, except in the US (but still with strong growth)

Retail Sales: selected regions
YoY, %
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MA3 (Major Asian 5 ex China and India): Indonesia, Japan, South Korea.

Source: Haver and BBVA Research 13
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OECD leading indicators point to a further moderation
iIn DM'’s recovery and a recovery in EM’s

OECD Leading indicator
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Source: OECD and BBVA Research 14
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Global goods exports seem to have bottomed,
but still provide mixed signals on global demand

World Exports of goods (constant prices)
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(*) Based on BBVA-Trade Index
Source: BBVA Research and CPB
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The trough should be behind us, after
the exports decline by end-2014

Too soon to tell if we are at a turning
point in global trade
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More optimistic signs on global trade stem from

freights prices

Baltic Exchange Dry Index
Index, Jan-05=100
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(*) The Baltic Dry Index (BDI) is an economic indicator issued daily by the
London-based Baltic Exchange

Source: The Baltic Exchange and BBVA Research
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The Baltic index remains clearly
below 2014 levels...

... and a sustained recovery has to
be proved yet
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Exports of services grew at a moderate pace,
but also failed to confirm a take off

World Exports of services (constant price) World Exports of services (constant price)
YoY, % MoM, %
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Global inflation declined in August, mainly due to a
more moderate increase in prices in EM...

World headline Inflation
YoY, %
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... especially in China and Latam, while prices remain
weak in Europe and the US

Headline Inflation: selected regions
YoY, %
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Disclaimer

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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