BBVA Research

Global Economy

The different Latin Americas
El Pais (Spain)

Juan Ruiz

The recovery of growth in Latin America continues to be very uneven. We are witnessing at the same time the
impact of the currency crisis in Argentina and uncertainty over how far-reaching the new Brazilian government’ s
tax and pension reforms will be. On the other hand the Andean countries continue to accelerate, driven by the
recovery in domestic demand; while in Mexico there is good news and bad at the same time.

Starting with Argentina, the currency crisis and the need to contain it with an even more restrictive fiscal and
monetary policy will lead to a sharp recession this year, with a 2.4% fall in GDP. Even so, of the programme now in
place succeeds in stabilising the exchange rate and quickly bringing down inflationary expectations — and although
these are still early days, the first few weeks point in that direction — the external sector should start to push growth
and turn it slightly positive from the first quarters of next year, to return to Argentina’ s potential growth (of closer to
3%) in 2020.

In Brazil, the economic panorama depends crucially on how ambitious the tax and pensions reform embarked upon
by the new government turns out to be. However, the political polarisation and the fragmentation of Congress,
among other factors, point to these reforms not being very ambitious, and the high level of public debt will continue
to act as a drag on growth, which is unlikely to exceed 2% in the medium term.

Mexico has received mixed news. On the one hand, the trade agreement with the US and Canada was good news,
especially considering the alternatives that had been on the negotiating table at one time or another, starting with
the possibility of no deal. Even so, against this reduced uncertainty on the trade side we have to weigh the damage
that may be caused to investor confidence by the cancellation of the construction of Mexico City airport. In this
context it will be difficult to exceed sustained growth of around 2% going forward.

The positive side is presented by the Andean countries: Colombia, Peru and Chile. In all three cases we continue
to see recovery in growth — with a slight lag in the case of Colombia — driven by domestic demand, and following
the rough patch that they went through for different reasons in 2016-17. With growth prospects of between 3.5%
and 4% for the next few years, they will no doubt be the most dynamic economies among the larger countries in
the region.

So Latin America continues to present a very uneven panorama, with great uncertainty in the three biggest
economies but favourable prospects in the three main Andean economies. Several different stories on the same
continent.
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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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