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The slowdown in activity continued in December but February's
confidence seems to show that a recovery during 1Q19 is possible

a Our BBVA-GAIN model shows a slight sequential pick up in global growth in 4Q18 to 0.8%, signaling
stabilization, although still at weak levels and trending lower. Eurozone and China continue to lose
steam, US has so far held up well but showing early signs of stress, while Latam is recovering, albeit
more slowly.

a Factory activity indicators such as IP and PMIs in major economies point towards a deepening
manufacturing downturn dragged mainly by slowing global demand but also lingering effects of one-off
country and sector specific factors, such as auto-emission issues, protests, politics and Brexit in the
EZ.

a Services sector indicators have held up well amid resilient domestic demand, led by still supportive
fiscal and monetary policy as well as lower energy prices. However, the recent weakness in retall sales
highlights increasing risks of spillover effects from manufacturing slowdown on to broader economic
sentiment.

& \We maintain our global growth forecasts at 3.5% in 2019. Global growth momentum to stay subdued in
early 2019 amid persistence of uncertainties and financial market volatility.

a Protectionist threat, the increased likelihood of recession in the US and greater adjustment to growth in
China remain the most significant risks in the forecast horizon.
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Global growth saw a slight sequential pick up in 4Q18. It suggests that the
slowdown stabilized although still at weak levels and trending lower.
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Global growth momentum to stay subdued in early 2019, with factory activity
losing steam amid waning external support and elevated uncertainty

Our BBVA-GAIN model suggests a slight rebound in 4Q18 to around 0.8% qoq, amid fading one-off sector
and country specific effects, but growth is unlikely to return to the strong rates of the last two years.
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Industrial activity recovered in EMs but continued to contract in DMSs,
particularly in the Eurozone, towards the end of last year

Industrial production growth remained negative in developed economies, particularly in Eurozone, led
by weak external demand as well as country and sector specific effects
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Industrial production decelerated in all major regions during 4Q18

EZ and LATAM saw contraction in the pace industrial activity during 4Q18. In US, industrial activity lost
pace early this year alongside weak retail sales and durable goods orders.

World industrial production: selected regions
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Recent PMI surveys suggest a deepening manufacturing downturn
In advanced economies and stabilization in developing countries

Dragged mainly by slowing global demand, developed economy manufacturing PMIs continued to trend
lower in February but stabilized in most developing countries.

World manufacturing PMI. Data available so far for
around 60% of develop economies, results might
change as all data are released
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PMI indicators suggest manufacturing slowdown most pronounced
In the EZ but is stabilizing in the rest of areas

Manufacturing PMIs for EZ and China have slipped into contraction territory. In the rest of Asia Pacific
and the U.S., PMIs continue to suggest expansion in manufacturing activity.

Manufacturing PMI: selected regions
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Latest PMI surveys have reported a pickup in services sector
activity during February

Services sector expansion provides some cushion to waning global growth momentum, although the
risk of spillovers from manufacturing sector woes to services have increased

World services PMI. Data available so far for around
60% of develop economies, results might change as

all data are released
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Broad-based rebound in services PMIs bodes well for global growth

Services sector activity has held up well across most economies in wake of resilient domestic demand, with
notable rebounds in the US and the Eurozone in February, but also in China

Services PMI: selected regions
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Recent pullback in retail sales, although seasonal, highlights
risks of spillover effects from manufacturing slowdown

Lingering concerns regarding the global slowdown, tariff disputes and political uncertainty could
increasingly weigh on economic sentiment and prove a drag on still resilient domestic demand.
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Protectionist threat and ensuing trade tariffs have hit global

exports for the second consecutive month

Despite progress in US-China trade talks, a near term recovery in global trade cycle is unlikely given a

continued slowdown in China

World exports of goods
(%, MoM growth, constant prices)
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Netherlands Bureau for Economic Policy Analysis (CPB) makes a world set based
on 28 developed markets and 60 emerging markets covering a 97% of world trade
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Lower energy prices have weighed on headline inflation while
domestic cost pressures have supported core inflation

Headline and core 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 and estimates at the date of issue of the report,
prepared by BBVA or obtained from or based on sources we consider to be reliable, but not independently verified by BBVA. Therefore, BBVA offers no warranty, either express or implicit,
regarding their accuracy, completeness or correctness.

Estimates this document may contain have been made in accordance with generally accepted methodologies and should be considered as forecasts or projections. Results obtained in the
past, whether 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. Nor shall this document or its
contents form the basis of any contract, commitment or decision of any kind.

With regard to investment in financial assets related to economic variables this document may cover, readers should be aware that in no circumstances should they base their investment
decisions on the information contained in this document. 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. Its reproduction, transformation, distribution, public communication, provision, extraction, reuse, forwarding or use of
any nature by any means or process is forbidden, except in cases where it is legally permitted or expressly authorised by BBVA.
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