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Summary  

 In the recently concluded 19
th
 Party’s National Congress, the Chinese authorities have come up with a two-stage 

development plan, in which they aim to achieve “socialist modernization” by 2035 and build a “great modern 

socialist country” by 2050. 

 Using the traditional Cobb-Douglas production function to gauge China’s potential GDP, we found that China’s per 

capita GDP can increase to around USD 21,000 (constant price of today) by 2035, which is in line with the 

authorities’ target of achieving “social modernization” and enables the aggregate size of China’s economy to catch 

up with the US, the largest country economy in the world.  

 Total Factor Productivity (TFP) will become the main driver of China’s growth in the long term as a gradual de-

leveraging will reduce significantly investment and capital accumulation (the investment to GDP ratio will adjust 

about 13 pp by 2035). The low base of productivity relative to advanced countries, the thriving “new economy” and 

elimination of zombie companies in the economy will help the TFP growth to stabilize at the current growth rates 

(near 2.5%-3.0%) over next two decades with risks here somehow on the upside. 

 The actual growth prediction can broadly follow the track of our potential GDP estimates. In the long term, China’s 

economy will enter a period of Great Moderation, characterized by: (i) marked reduction in the volatility of output 

and inflation; (ii) a protracted period of a slower but sustainable growth and economic rebalancing; and (iii) less 

interventions through monetary or fiscal stimulus. 

 Key to the materialization of our estimated growth track is the progress of on-going structural reforms on various 

fronts. The authorities need to address the debt issue in the corporate sector and press ahead with SOEs reforms. 

Moreover, they need to walk a fine line between containing systemic risks in the financial sector and maintaining 

growth. In a risk scenario, including a sharper adjustment of the credit to GDP ratio, investment and capital 

accumulation, potential output would be significantly lower. In contrast, higher than expected technological 

progress will result in long run potential output growth closer to 6%.  
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The 19th Party Congress has drawn a grand blueprint for China’s long-term growth…  

In the recently concluded 19
th
 Party’s National Congress, President Xi set no new growth target beyond 2020. Instead, 

he said that Chinese socialism has entered a new era that requires the authorities to pivot from pursuing high growth 

rate to improving the quality of growth. The downplaying of the importance of the growth rate is a welcome step. In the 

past, the authorities' obsession with meeting preset growth target exerted substantial pressure on state agencies and 

local governments, driving them to myopically favor distortionary measures to stimulate short-term activity. 

Nevertheless, based on a comprehensive analysis of international and domestic environments, the authorities still 

drew up a two-stage development plan at the Party’s Congress for the period from 2020 to the mid-century. In the 

communique of the Congress, the authorities stated that “in the first stage from 2020 to 2035, China will see that 

socialist modernization is basically realized which is built on the foundation created by the moderately prosperous 

society with 15 years of hard work. In the second stage from 2035 to the middle of the 21st century, China will, based 

on having basically achieved modernization, work hard for a further 15 years and go into a great modern socialist 

country that is prosperous, strong, democratic, culturally advanced, harmonious and beautiful.” From the perspective 

of economic development, the concept of “socialist modernization” has been interpreted by many experts with the 

governmental background as a level of per capita GDP at around USD 20,000 (constant price of today). 

…our estimation of potential GDP suggests that the plan is attainable  

We attempt to assess whether China could achieve this seemingly ambitious target of “socialist modernization” by 

gauging China’s potential GDP. We use production function to gauge China’s potential GDP till 2035 by forecasting 

total factor productivity (A), labor (L) and capital formation (K). We estimate the potential output according to the 

traditional Cobb-Douglas production function: 

𝑌∗ = 𝐴∗ ∙ 𝐾∗ 𝛼 ∙ 𝐿∗(1−𝛼)     
 

where A*, L* and K* represent trend values (Hodrick-Prescott filtered
1
) of total factor productivity (TFP), labor and 

capital formation. In our model, we set the capital share at 34% while the labor share is 66%. The key assumptions 

are the following:  

 As the Chinese economy is set to shift from investment-driven to consumption-driven growth, we foresee that the 

investment will adjust notably during the coming years (driving the investment to GDP ratio to adjust from the 

actual 45.7% to 36.8% in the next ten years and to 33.0% by 2035) prompting the capital stock growth to 

decelerate from 9.5% this year to 4.0% in 2035. (Figure 1) In this sense, this baseline scenario should not be 

considered as optimistic as the assumed de-leveraging and reduction in investment is sizeable. 

  

                                            
1: We implement a traditional lambda at 100. An alternative of 6.25  suggested by Uhlig (2002) does not change our results significantly. 



 

China Economic Watch / January 2018 3 

Figure 1 China: Labor Force Growth 

(% YoY) 
 Figure 2 China: Capital Stock growth 

(% YoY) 

 

 

 
Source: BBVA Research   Source: BBVA Research  

 The aging population will unavoidably slow labor contribution over the medium-long term. The labor supply will 

continue to moderate (at an average rate at -0.2% between 2030 and 2035). This is mainly the result of population 

dynamics as structural unemployment rate will remain at similar level and moderate increases in the participation 

rate will not prevent the negative effect of the declining labor force. (Figure 2) 

 We expect that the technological progress or TFP growth will become the main driver of China’s growth in the long 

term (replacing capital accumulation as the main driver). We maintain a balanced assumption of TFP growth to 

maintain similar growth rate as the last two decades in the long-term trend
2
 (in the range of 2.5%-3.0%) (Figure 3).  

Based on our assumptions above, the potential GDP growth will gradually moderate from the current level of 6.5% to 

near 5% in 2025 and then to 4% in 2035 (Figure 4). The sources of growth will change and the contribution of total 

factor productivity to GDP growth will overtake that of the capital growth as growth become increasingly dependent on 

technology innovation and investment continues to adjust (Figure 5).  According to our estimation, China’s authorities’ 

long-term target of “socialist modernization” is quite attainable despite the gradual slowdown in potential GDP. In 

particular, China’s per capita GDP stood at USD 8,123 in 2016, the trend of our estimated potential GDP will bring this 

figure to around USD 21,000 (constant price of today) by 2035.  

How our estimations of potential GDP in China will compare to the US? Assuming an average 2.5% growth rate for 

the US till 2035, the “great shift” in global economic power is not going to happen by 2035 but the two economic giants 

will be at similar level.  However, the GDP per capita in China will only accounts for 26% of that in the US.   

  

                                            
2: This is consistent with the average TFP growth for the last two decades assumed in the KLEMS study on international growth accounting. 
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Figure 3 China: Total Factor Productivity growth & Trend 

(% YoY) 
 Figure 4 China: Potential Output Growth 

(%YoY) 

 

 

 
Source: BBVA Research   Source: BBVA Research  

Chinese version of “Great Moderation”  

If China’s growth track can follow its potential GDP we estimated above, it means that the economy will enter a period 

of Great Moderation over the next two decades as observed in the US and other advanced countries during the 20 

years in the run-up of the 2008-2009 Global Financial Crisis. Just like its precedent in advanced countries, this 

Chinese version of Great Moderation features in: (i) marked reduction in the volatility of business cycle fluctuations, 

especially the output and inflation; (ii) a protracted period of a slower but sustainable economic growth with economic 

rebalancing in contrast to the current credit-fuelled growth; and (iii) a lower degree of intervention in the economy. 

Although the exact reasons behind the Great Moderation in advanced countries still remain a debatable question, we 

do find that today’s China bears some resemblance to the US during its period of Great Moderation: 

 First, both Great Moderation periods happen after a long period of economic slowdown. From 1970 to mid-1980s, 

right after the collapse of Bretton Woods system, the US economy experienced more than ten years of economic 

slowdown, featuring by hyperinflation (1970-1975) and the sequential deflation and high deficit. Similarly, Chinese 

economy has moderated from its fast growth period after the Global Financial Crisis and is now undergoing certain 

structural changes as for example the increase in the more stable service sector in the economy. 

 Second, both China and the US enjoyed the benefits of human capital accumulation due to the “baby boom”. The 

baby boom in the US in 1940s and 1950s, after the Second World War, brought a large amount of working 

population in mid-1980s to pre-Global Financial Crisis. The baby boom in China occurred in 1970s and 1980s after 

China implemented reform and opening-up policy. Now China is enjoying the demographic dividend from its baby 

boomers although its aging process is supposed to be fast than the US due to the birth control policy.   

0.0

2.0

4.0

6.0

8.0

10.0

12.0

1
9

9
1

1
9

9
6

2
0

0
1

2
0

0
6

2
0

1
1

2
0

1
6

2
0

2
1

2
0

2
6

2
0

3
1

TFP Growth TFP Trend

0

2

4

6

8

10

12

14

16

1
9

9
1

1
9

9
5

1
9

9
9

2
0

0
3

2
0

0
7

2
0

1
1

2
0

1
5

2
0

1
9

2
0

2
3

2
0

2
7

2
0

3
1

2
0

3
5

Actual GDP growth Potential GDP growth



 

China Economic Watch / January 2018 5 

Figure 5 The contribution of consumption to GDP growth 

has been increasing over time (%) 

 Figure 6 Among the world top 10 internet firms based on 
revenue, there are four of them from China 
(labeled light blue) (Revenue USD bn) 

 

 

 
Source: CEIC and BBVA Research  Source: Aggregated website information 

Figure 7 Internet retail sales is a form of “new economy” 
(USD bn) 

 Figure 8 Chinese PhD degree holders have been increasing 
over time 

 

 

 
Source: CEIC and BBVA Research  Source: CEIC and BBVA Research 

 Third, the US Great Moderation came together with the launch of new economy. One stream of the explanations 

for the US Great Moderation is regarding on the structural change, which suggests that changes in economic 

institutions, technology, business practices, or other structural features of the economy as the increase of the 

service sector have improved the ability of the economy to absorb shocks. In particular, it is labeled by widely 

usage and adaptation of the Internet by businesses and consumers in 1980s. For China, the recent development 

of FinTech, information technology, E-commerce and new energy also indicates the arrival of the “new economy”.   

As mentioned, we don’t envisage a rapid acceleration of productivity coming from the tech revolution but rather 

maintenance of the recent trend. (Figure 6-8). 
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Still some challenges ahead… 

Although we have observed some good signs of economic and institutional improvement recently, we still have a long 

way to arrive at the Great Moderation period. Risks of the economy from various perspectives still exist, and they are 

significantly inter-connected at economic, political and social levels. Thus, the balance between maintaining a decent 

growth rate and pushing forward the structural reforms still remains as the biggest challenge for the authorities at the 

current stage. 

First, China needs to completely change the credit-fuelled and investment-led growth model and solve the debt 

problem. China´s credit to non-financial private sector accelerated significantly since the aftermath of 2008-2009 

Global Financial Crisis, thanks to a series of stimulus packages enacted by the authorities to counter external shocks, 

which led China to grow an addiction to the credit-fuelled growth. According to the BIS figures, China´s credit to non-

financial private sector ration increased near 100 pp (Figure 9) triggering a rapid increase of the Credit Gap (Figure 

10). Fortunately, Chinese authorities started to react after the mini-crisis at the beginning of 2016. Since then, the 

Credit to GDP ratio has stabilized and the credit gap has already decreased by 10 pp according to the BIS figures.  

Achieving the Great Moderation will be highly conditioned on this situation to continue in order to avoid a sharp 

correction of credit, investment, capital, unemployment and, furthermore, a significantly lower potential GDP.        

Fortunately, at the concluded 19
th
 Party Congress the authorities have abandoned the previous ambitious target of 

doubling the size of the economy between 2010 and 2020 which constrained the ability of economic policymakers to 

put the economy in a sustainable path. Still, the authorities need to enhance efforts to address the existing huge stock 

of debt. Importantly, the last year’s growth model – relying on increasing government spending to fund infrastructure 

programs and allowing state-owned banks to lend more for speculative property developments - should be radically 

changed. The new strategy should address these old vicious urgently through a comprehensive strategy, including 

proactively recognizing losses in the financial system, corporate restructuring and corporate governance reform, 

hardening budget constraints, etc.  
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Figure 9 Credit to Non Private Financial Sector & Trend 

(% of GDP) 
 Figure 10  Credit to GDP Gap 

(%GDP) 

 

 

 
Source: Trend estimated by HP by BIS  Source: BIS 

Second, which is related to the previous one, the authorities should avoid systematic financial risks and continue the 

on-going financial deleveraging. The surge in shadow banking is impairing China’s debt problem and posing additional 

risks to the financial sector, as the credit boom has been driven in part by shadow banking finance products used to 

funnel credit to local governments and businesses that have difficulties in getting regular bank loans. At the current 

stage, the financial intermediate chain, which indicates the time taken from the capital providers to the ultimate users, 

has been lengthening over time, suggesting an increasingly sophisticated structure of shadow banking activities. Thus, 

as these off-balance sheet activities are not subject to banking regulations, any collapse from the final investment 

destination of shadow banking, such as housing, non-standard credit assets (NSCA), bond, derivatives and money 

market instruments etc., will lead to systematic risks for the financial sector. 

Last, the SOE reform (together with the on-going supply-side reform) needs to be continuously pushed forward 

beyond the already positive signs of SOE reform. Here, there is still a long way to go given the SOEs’ huge presence 

and the regulatory bureaucracy. Since 2015, the main focus of SOE reform has been on promoting mixed ownership 

between the government and private sector, which has improved corporate governance in some cases. But it should 

be noted that SOEs are to some extent administrative arms of the government and interests are not entirely separate. 

In fact, the objective of the mixed ownership reform is not to reduce effective government control but to increase 

private funding for SOEs. Beyond Governance, some of the overcapacity problems of SOEs will be eased with the 

increasing importance of the One Belt One Road (OBOR) strategy. 

But room for the upside too if technological progress accelerates… 

Our assumption for Technology Progress (approximated by TFP growth) is modest as we envisage a 3.0% 

productivity growth while productivity averaged near 5% according to Klems estimations during the last three decades. 

True, China will enter the Great Moderation period and this also includes productivity growth pick-up as China will rise 
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in the ladder of development leaving behind the high growth transition period. A number of factors could justify our 

assumption that the TFP growth or result in even higher productivity growth rate.  

First, the productivity in China still lags behind that of the advanced countries. For example, China’s per capita GDP 

only accounts for 15.8% of that of the US. That being said, it has a great potential for China to continuously improve 

its productivity over the long run. Second, a number of new industries have shown excellent growth momentum in 

China, including the FinTech, IT, E-commerce, High-speed Railway and new energy etc. The lack of “legacies” in 

Chinese digital revolution could spur a higher-than-expected impact on technology adoption than in the Western 

countries thus widening the effects of technology on the economy. Last but not least, the current level of the TFP has 

been to certain extent repressed by the authorities’ prevalent support for low-productive SOEs. We anticipate the 

ongoing SOE reforms to eliminate inefficient firms and correct the misallocation of capital and labour in the economy, 

which will help to boost the general level of TFP. 

Thus productivity “is not all but it can be almost all” in Chinese future potential. If China manages to increase 

productivity growth beyond “normal”, it could add an extra 1%-1.5% pp to potential output in the coming years.  

  



 

China Economic Watch / January 2018 9 

IMPORTANT DISCLOSURES 

The BBVA Group companies that have participated in preparing or contributed information, opinions, estimates, forecasts or recommendations to 
this report are identified by the location(s) of the author(s) listed on the first page as follows: 1) Madrid, London or Europe = Banco Bilbao Vizcaya 
Argentaria, S.A., including its E.U. branches (hereinafter called ‘BBVA’); 2) Mexico City = BBVA Bancomer, S.A. Institución de Banca Múltiple, 
Grupo Financiero BBVA Bancomer (hereinafter called ‘BBVA Bancomer’); 3) New York = BBVA Securities, Inc. (hereinafter called "BBVA 
Securities"); 4.) New York Branch = BBVA, New York branch; 5.) Lima = BBVA Continental; 6.) Bogota = BBVA Colombia S.A.; 7.) Santiago = 
BBVA Chile S.A.; 8.) Hong Kong = BBVA, Hong Kong branch, 9.) Istanbul = Garanti Securities. 

For recipients in the European Union, this document is distributed by BBVA, a bank supervised by the Bank of Spain and by Spain’s Stock 
Exchange Commission (CNMV), and registered with the Bank of Spain with number 0182. 

For recipients in Hong Kong, this document is distributed by BBVA, which Hong Kong branch is supervised by the Hong Kong Monetary 
Authority. 

For recipients in Mexico, this document is distributed by BBVA Bancomer, a bank supervised by the Comisión Nacional Bancaria y de Valores de 
México. 

For recipients in Peru, this document is distributed by BBVA Continental, a bank supervised by the Superintendencia de Banca, Seguros y 
Administradoras Privadas de Fondos de Pensiones. 

For recipients in Singapore, this document is distributed by BBVA, which Singapore branch is supervised by the Monetary Authority of Singapore. 

For recipients in USA, research on products other than swaps, or equity securities and equity derivatives prepared by BBVA, is being distributed 
by BBVA Securities, a subsidiary of BBVA registered with and supervised by the U.S. Securities and Exchange Commission and a member of the 
Financial Industry Regulatory Authority (“FINRA”) and the Securities Investor Protection Corporation. U.S. persons wishing to execute any 
transactions should do so only by contacting a representative of BBVA Securities in the U.S. Unless local regulations provide otherwise, non-U.S. 
persons should contact and execute transactions through a BBVA branch or affiliate in their home jurisdiction. 

Research on swaps is being distributed by BBVA, a swaps dealer registered with and supervised by the Commodity Futures Trading Commission 
(“CFTC”). U.S. persons wishing to execute any transactions should do so only by contacting a representative of BBVA. Unless local regulations 
provide otherwise, non-U.S. persons should contact and execute transactions through a BBVA branch or affiliate in their home jurisdiction.  

Research prepared by BBVA on equity securities and equity derivatives is being distributed by BBVA to “major U.S. institutional investors” based on 
an exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). BBVA is not 
a registered broker-dealer in the United States and is not subject to U.S. rules on preparing research or independence of research analysts.  

BBVA and BBVA Group companies or affiliates (art. 42 of the Royal Decree of 22 August 1885 Code of Commerce), are subject to the BBVA Group 
Policy on Conduct for Security Market Operations which establishes common standards for activity in these entities’ markets, but also specifically for 
analysis and analysts. This BBVA policy is available for reference at the following web site: www.bbva.com. 

Analysts residing outside the U.S. who have contributed to this report may not be registered with or qualified as research analysts by FINRA or the 
New York Stock Exchange and may not be considered “associated persons” of BBVA Securities (as such term is construed by the rules of FINRA). 
As such, they may not be subject to FINRA Rule 2241 or 2242 restrictions on communications with subject companies, public appearances and 
trading of securities held in research analysts’ accounts. 

BBVA is subject to a Internal Standards of Conduct on the Security Markets, which details the standards of the above-mentioned overall 
policy for the EU. Among other regulations, it includes rules to prevent and avoid conflicts of interests with the ratings given, including 
information barriers. This Internal Standards of Conduct on the Security Markets is available for reference in the ‘Corporate Governance’ 
section of the following web site: www.bbva.com. 

BBVA Bancomer is subject to a Code of Conduct and to Internal Standards of Conduct for Security Market Operations, which details the 
standards of the above-mentioned overall policy for Mexico. Among other regulations, it includes rules to prevent and avoid conflicts of 
interests with the ratings given, including information barriers. This Code and the Internal Standards are available for reference in the 
‘Grupo BBVA Bancomer’ subsection of the ‘Conócenos’ menu of the following web site: www.bancomer.com.  

BBVA Continental is subject to a Code of Conduct and to a Code of Ethics for Security Market Operations, which details the standards of 
the above-mentioned overall policy for Peru. Among other regulations, it includes rules to prevent and avoid conflicts of interests with 
the ratings given, including information barriers. Both Codes are available for reference in the ‘Nuestro Banco’ menu of the following web 
site: https://www.bbvacontinental.pe/meta/conoce-bbva/. 

BBVA Securities is subject to a Capital Markets Code of Conduct, which details the standards of the above-mentioned overall policy for 
USA. Among other regulations, it includes rules to prevent and avoid conflicts of interests with the ratings given, including information 
barriers. 

Exclusively for Recipients Resident in Mexico 

 

BBVA Bancomer acts as a market maker/specialist in: MexDer Future Contracts (US dollar [DEUA], 28-day TIIEs [TE28], TIIE Swaps, 91-day CETES [CE91]), 

Bonos M, Bonos M3, Bonos M10, BMV Price and Quotations Index (IPC), Options Contracts (IPC, shares in América Móvil, Cemex, CPO, Femsa UBD, Gcarso A1, 

Telmex L) and Udibonos. 

BBVA Bancomer, and, as applicable, its affiliates within BBVA Bancomer Financial Group, may hold from time to time investments in the securities or derivative financial 

instruments with underlying securities covered in this report, which represent 10% or more of its securities or investment portfolio, or 10% or more of the issue or 

underlying of the securities covered. 

file://DATDPTO1_06.AD.BBVA.COM/DATOS_DATDPTO1_06/CA81G238/Edición/SEE%20Trabajo/China/Observatorio/Enero%2017/180117%20RMB%20(J.%20Dong)/Archivos/www.bbva.com.
http://www.bancomer.com/
https://www.bbvacontinental.pe/meta/conoce-bbva/


 

China Economic Watch / January 2018 10 

DISCLAIMER 

This document and the information, opinions, estimates, forecasts and recommendations expressed herein have been prepared to provide BBVA 
Group’s customers with general information and are current as of the date hereof and subject to changes without prior notice. Neither BBVA nor any 
of its affiliates is responsible for giving notice of such changes or for updating the contents hereof. 

This document and its contents do not constitute an offer, invitation or solicitation to purchase or subscribe to any securities or other instruments, to 
undertake or divest investments, or to participate in any trading strategy. Neither shall this document nor its contents form the basis of any contract, 
commitment or decision of any kind. 

Investors who have access to this document should be aware that the securities, instruments or investments to which it refers may not be 
appropriate for them due to their specific investment goals, financial positions or risk profiles, as these have not been taken into account to prepare 
this report. Therefore, investors should make their own investment decisions considering the said circumstances and obtaining such specialized 
advice as may be necessary. Other than the disclosures relating to BBVA Group, the contents of this document are based upon information 
available to the public that has been obtained from sources considered to be reliable. However, such information has not been independently 
verified by BBVA or any of its affiliates and therefore no warranty, either express or implicit, is given regarding its accuracy, integrity or correctness. 
To the extent permitted by law, BBVA and its affiliates accept no liability of any type for any direct or indirect losses or damages arising from the use 
of this document or its contents. Investors should note that the past performance of securities or instruments or the historical results of investments 
do not guarantee future performance. 

The market prices of securities or instruments or the results of investments could fluctuate against the interests of investors. Investors should be 
aware that they could even face a loss of their investment. Transactions in futures, derivatives, options on securities or high-yield securities can 
involve high risks and are not appropriate for every investor. Indeed, in the case of some investments, the potential losses may exceed the amount 
of initial investment and, in such circumstances; investors may be required to pay more money to support those losses. Thus, before undertaking 
any transaction with these instruments, investors should be aware of their operation, as well as the rights, liabilities and risks implied by the same 
and the underlying securities. Investors should also be aware that secondary markets for the said instruments may not exist. Before entering into 
transactions in futures, derivatives, or options, investors should review all documents on disclosures for risks of investing in options and/or futures at 
the following websites:  

Options - http://www.finra.org/Industry/Regulation/Notices/2013/P197741 

Futures - http://www.finra.org/Investors/InvestmentChoices/P005912  

BBVA or any of its affiliates’ salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to its 
clients that reflect opinions that are contrary to the opinions expressed herein. Furthermore, BBVA or any of its affiliates' proprietary trading and 
investing businesses may make investment decisions that are inconsistent with the recommendations expressed herein. No part of this document 
may be (i) copied, photocopied or duplicated by any other form or means (ii) redistributed or (iii) quoted, without the prior written consent of BBVA. No 
part of this report may be copied, conveyed, distributed or furnished to any person or entity in any country (or persons or entities in the same) in which 
its distribution is prohibited by law. More specifically, this document is in no way intended for, or to be distributed or used by an entity or person 
resident or located in a jurisdiction in which the said distribution, publication, use of or access to the document contravenes the law which requires 
BBVA or any of its affiliates to obtain a licence or be registered. Failure to comply with these restrictions may breach the laws of the relevant 
jurisdiction. 

The remuneration system concerning the analysts responsible for the preparation of this report is based on multiple criteria, including the revenues 
obtained by BBVA and, indirectly, the results of BBVA Group in the fiscal year, which, in turn, include the results generated by the investment 
banking business; nevertheless, they do not receive any remuneration based on revenues from any specific transaction in investment banking. 

In the United Kingdom, this document is directed only at persons who (i) have professional experience in matters relating to investments falling 
within article 19(5) of the financial services and markets act 2000 (financial promotion) order 2005 (as amended, the "financial promotion order"), (ii) 
are persons falling within article 49(2) (a) to (d) (“high net worth companies, unincorporated associations, etc.”) of the financial promotion order, or 
(iii) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financial Services 
and Markets Act 2000) may otherwise lawfully be communicated (all such persons together being referred to as "relevant persons"). This document 
is directed only at relevant persons and must not be acted on or relied on by persons who are not relevant persons. Any investment or investment 
activity to which this document relates is available only to relevant persons and will be engaged in only with relevant persons. 

BBVA Hong Kong Branch (CE number AFR194) is regulated by the Hong Kong Monetary Authority and the Securities and Futures Commission of 
Hong Kong. In Hong Kong this report is for distribution only to professional investors within the meaning of Schedule 1 to the Securities and Futures 
Ordinance (Cap 571) of Hong Kong. This document is distributed in Singapore by BBVA’s office in this country for general information purposes and it is 
generally accessible. In this respect, this document does not take into account the specific investment goals, the financial situation or the need of any 
particular person and it is exempted from Regulation 34 of the Financial Advisors Regulation (“FAR”) (as required in Section 27 of the Financial Advisors 
Act (Chapter 110) of Singapore (“FAA”)). 

Garanti Securities headquarters is in Istanbul, Turkey and is regulated by Capital Markets Board (Sermaye Piyasası Kurulu - SPK, www.spk.gov.tr). 
BBVA, BBVA Bancomer, BBVA Chile S.A., BBVA Colombia S.A., BBVA Continental, BBVA Securities and Garanti Securities are not authorised 
deposit institutions in accordance with the definition of the Australian Banking Act of 1959 nor are they regulated by the Australian Prudential 
Regulatory Authority (APRA). 

General Disclaimer for Readers Accessing the Report through the Internet 

Internet Access 

In the event that this document has been accessed via the internet or via any other electronic means which allows its contents to be viewed, the 
following information should be read carefully: The information contained in this document should be taken only as a general guide on matters that 
may be of interest. The application and impact of laws may vary substantially depending on specific circumstances. BBVA does not guarantee that 
this report and/or its contents published on the Internet are appropriate for use in all geographic areas, or that the financial instruments, securities, 
products or services referred to in it are available or appropriate for sale or use in all jurisdictions or for all investors or counterparties. Recipients of 
this report who access it through the Internet do so on their own initiative and are responsible for compliance with local regulations applicable to 
them. Changes in regulations and the risks inherent in electronic communications may cause delays, omissions, or inaccuracy in the information 
contained in this site. Accordingly, the information contained in the site is supplied on the understanding that the authors and editors do not hereby 
intend to supply any form of consulting, legal, accounting or other advice. All images and texts are the property of BBVA and may not be 
downloaded from the Internet, copied, distributed, stored, re-used, re-transmitted, modified or used in any way, except as specified in this 
document, without the express written consent of BBVA. BBVA reserves all intellectual property rights to the fullest extent of the law. 
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