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Industrial production (IP) grew by 7.0% yoy in November (cal. adj.) in line with expectations. Thus, after
growing 10% in 3Q, yearly IP growth rate in October-November period moderated to 7.2%. Our monthly GDP
indicator (GBTRGDPY Index at Bloomberg) nowcasts 6.8% yoy in December, but only with 24% information
so uncertainty is still high. If this nowcast materializes, 2017 GDP growth rate would be slightly above 7%. As
expected, lagged effects of the high credit growth and end of favorable base and calendar impact of 3Q result
in a moderation in GDP in 4Q but still a limited one. We expect 2018 GDP growth to normalize at 4.5%.
Though, risks could be on the upside depending on policy impulses and investment performance.

Higher moderation in IP from domestic demand oriented sectors

Despite the moderation in October-November period, the higher contributions from intermediate and capital goods
production (with 2.7pp and 2.0pp contributions) remain supportive for favorable growth outlook for further production.
Consumer goods production was also supportive (with 1.5pp contribution) thanks to non-durable consumer goods
production, while durable consumer goods production continued to weaken after the tax incentives till September.
Considering the sectors in detail, higher moderation seems to stem from domestic demand oriented sectors instead of
exporting ones, implying positive implications from the recovering global demand, particularly Europe. The strongest
manufacturing PMI in December since August and still strong electricity production in December continue to be
supporting factors. On the contrary, moderation in credit growth and mix signals on the forward-looking sub-indices of
real sector confidence could be potentially dragging. In sum, GDP growth will moderate this year but still keep the
growth rate near 4.5%.
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indicator is also available on Bloomberg with the ticker GBTRGDPY Index

We forecast 7.0% GDP growth for 2017 and some moderation in 2018

As our monthly GDP indicator indicated, growth rate in 4Q could be 6.8%, implying a whole year growth rate slightly
above 7% in 2017. Although 2017 demonstrates a strong base, remaining utilizations from Credit Guarantee Fund
(CGF) and revolving of the matured ones could compensate this base impact. We maintain our 7.0% GDP forecast for
2017 growth, which will be followed by some moderation but remain around 4.5% in 2018.
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Figure 3 IP vs Industry component in GDP (3MA, YoY)
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Figure 5 IP & Electricity Production (3MA, YoY)
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Figure 7 Consumer and Real Sector Confidence (3MA)
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Figure 4 Loan Growth and IP
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Figure 6 Automotive Prod. & Exports (3MA, YoY)
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Figure 8 Loan Growth Rates (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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