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Global | Weaker global momentum extends into
2H19 driven by China and the EZ

a Global growth slowed markedly in 2Q19, in line with expectations, with weakening signs
stemming from China and the Eurozone, especially after the slight contraction in German GDP.
Increasing trade tensions and higher uncertainty are weighing on global trade and the industrial
sector, but are also reflected in investment and slowing domestic demand.

= Our BBVA-GAIN model suggests that weaker momentum extends into 3Q19 with global GDP
growth at around an annualized rate of 2.8% (from around 3.5% on average in 2016-18).

a Disappointing hard data up to July: The trade war escalation and higher uncertainty are weighing
on the worsening of global exports and on the protracted weakness of the industrial sector
across the board. The deterioration of the industrial sector is more marked in the Eurozone, but it
Is also affecting the US and China. Beyond volatility, the strong fall of retail sales in July
suggests that domestic demand could be losing momentum across regions.

a Leading confidence indicators in 3Q19 point to a gloomier outlook in coming quarters, especially
in manufacturing, but declining services PMIs increase concerns about spillover effects from
exports to domestic factors, especially in the Eurozone and China.

a Both headline and core inflation remain broadly steady across countries, with some signs of
moderation in emerging economies and low levels in developed countries, especially in Europe.
The recent spike in oil prices seems to be transitory with limited effect on consumer prices.

a Against this backdrop, central banks eased monetary measures in both developed and emerging
countries, while the debate on stronger fiscal stimulus is gaining traction in some regions.
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Global growth slowed markedly in 2Q19 in the US, China and the

Eurozone (driven by the slight contraction in Germany)...
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... and weaker global momentum extends into 3Q19 to around an
annualized rate of 2.8%

World GDP Growth World GDP Growth
(Forecast based on BBVA-GAIN (%, QoQ)) (Forecast based on BBVA-GAIN (%, QoQ))
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The trade war escalation and higher uncertainty are weighing on global
exports...

World exports of goods World exports of goods
(%, MoM growth, constant prices) (Index at constant prices, Jan-12=100)
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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

Source: BBVA Research and National Sources
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... and on the protracted weakness of the industrial sector across the
board, despite the improvement in July, driven also by slowing investment

World industrial production

World industrial production
(%, MoM)

(%, 6-month moving average)
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The deterioration of the industrial sector is more apparent in the
Eurozone, but activity is also slowing rapidly in the US and China...

World industrial production: selected regions
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... and the worsening in manufacturing surveys points to further
declines in coming months, as new orders fall

World manufacturing PMI

(Level £ 50)
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Source: BBVA Research and Markit Economics
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The outlook is especially gloomy in the Eurozone (also affected by
Brexit uncertainty)

There are incipient signs of stabilization in China and the US

Manufacturing PMI: selected regions
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Declining services PMIs signal a more moderate expansion, increasing
concerns of spillover effects to domestic factors...

World services PMI.
(Level £ 50)
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... especially driven by the correction in the Eurozone and China, that
contrasts with stabilization in the US and improvement in Asia

Services PMI: selected regions
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Beyond volatility, the strong fall of retail sales in July suggests that
domestic demand could be loosing momentum across the board

World retail sales

World retail sales
(%, MoM)

(%, 6-month moving average)
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Both headline and core inflation remained relatively stable across
regions, remaining at low levels in developed countries

Europe continues with very low inflation. The recent increase in oil prices (which does

not appear to be permanent) could modify the outlook of headline inflation in coming
months

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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