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The annual and spring meetings of the International Monetary Fund (IMF) and the World Bank have taken the
pulse of the global economy and assessed its prospects, risks and challenges. There were no surprises in the
forecasts. The IMF revised its world growth rate forecast downwards to 3.7% for 2018 and 2019, with rather more
disparity than previously among the main regions, a sign that the best of the current cycle is already behind us. The
main developed economies are slowing more or less sharply, with financing conditions still generally
accommodative but set to become less and less so depending on how fast inflationary expectations take hold.

Meanwhile it is precisely in their financing conditions that emerging markets are suffering the impact of monetary
normalisation in the US and China’s braking as part of the plan for a smooth landing to reduce its debt.

Among the risks, the meeting once again highlighted the intensification of trade protectionism, a policy now being
pushed by the US, which despite the lessons of the past has again returned as a strategy for changing the rules of
the game which its government believes put it at a disadvantage. Nothing new in this either. A scenario in which
the measures announced by the US (25% import duties on all imports from China and on all automotive imports)
were to be applied and the consequent retaliatory measures taken would not just unleash impacts through the
purely trading channels but would also curtail growth due to increased uncertainty, amplified moreover by the
financial markets. However, this scenario, the probability of which depends on political strategies and the severity
of the macroeconomic impact of which is also uncertain, is only a risk. A risk moreover that is very difficult to
quantify precisely because recent evidence is non-existent.

The challenge for national and multilateral political leaders is not just to short-circuit the protectionist action-
retaliation spiral, which can be done by signing agreements with a bias towards the mercantilism and trade
bilateralism of the US, a lesser evil compared with breakdown. The real challenge also includes strengthening the
multilateral governance of the world economy, starting with trade, ensuring a level playing field for all, effective in
conflict resolution, such that there is no need to threaten to break it or weaken it to the point where it becomes
irrelevant by constructing regional alliances which in turn seek to impede the signing of trade agreements with
China.

A world of blocs confronting one another does not help to improve the standard of living, and is also more
vulnerable in a crisis. For example, if there were to be another crisis like the one that started in 2008, would a
global coordinated response like that of 2008 be possible now? This is the challenge — to ensure that the post-
Lehman world continues to be multilateral..
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DISCLAIMER

This document, prepared by the BBVA Research Department, is informative in nature and contains data, opinions
or estimates as at the date of its publication. These derive from the department’ s own research or are based on
sources believed to be reliable, and have not been independently verified by BBVA. BBVA therefore makes no
guarantee, either express or implied, as to the document's accuracy, completeness or correctness.

Any estimates contained in this document have been made in accordance with generally accepted methods and
are to be taken as such, i.e. as forecasts or projections. Historical trends in economic variables (positive or
negative) are no guarantee that they will move in the same way in the future.

The contents of this document are subject to change without prior notice, depending on (for example) the economic
context or market fluctuations. BBVA does not give any undertaking to update any of the content or communicate
such changes.

BBVA assumes no liability for any loss, direct or indirect, that may result from the use of this document or its
contents.

Neither this document nor its contents constitute an offer, invitation or solicitation to acquire, disinvest or obtain any
interest in assets or financial instruments, nor can they form the basis of any contract, undertaking or decision of
any kind.

In particular as regards investment in financial assets that could be related to the economic variables referred to in
this document, readers should note that in no case should investment decisions be made based on the contents of
this document; and that any persons or entities who may potentially offer them investment products are legally
obliged to provide all the information they need to take such decisions.

The contents of this document are protected by intellectual property law. The reproduction, processing, distribution,
public dissemination, making available, taking of excerpts, reuse, forwarding or use of the document in any way
and by any means or process is expressly prohibited, except where this is legally permitted or expressly authorised
by BBVA.
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