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Following a good 2017, the global economic outlook for this year and next remain positive, but there is also
a long list of uncertainties, to which has recently, and forcefully, been added the threat of escalating
protectionism.
 
One of the good pieces of economic news this past year was that for the first time in quite some time the
economic cycles of the major regions got into step with one another, with a gradual improvement in the
emerging countries, less slowdown in China than had been feared and strong drive in the richest countries,
especially Europe. This greater synchronisation will continue in the next few months, with global growth rate
at around 3.8%, according to BBVA Research forecasts.
 
The US economy is being driven by improved confidence, accommodative financial conditions and the pull
effect of the global economy, which is boosting exports and investment. The tax cuts approved in December
and the increased spending (especially on defence and infrastructure) will not have a significant multiplier
effect on the economy, but in the short term they may contribute to prolonging the favourable point in the
cycle.
 
China continues to grow at clearly more than 6% a year, and it has started to pass reforms to ensure growth
with fewer imbalances, especially financial ones, in accordance with the lines set out by the CPC congress
in October, so it seems that its soft landing will continue. 
 
Europe posted worse figures in the first quarter of the year, following very strong growth in 2017, but there
are no discernible internal weaknesses likely to lead to a sharp slowdown in the next few quarters, so it
seems that this is a passing phenomenon, as recently emphasised by Mario Draghi and the IMF.
 
As for risks, inflation, one of the variables to keep an eye on, has still not appeared, and in principle should
accelerate only gradually. And political risks remain, although they have diminished in Europe since
mid-2017 (except in Italy, which still needs to find a formula for government). 
 
But protectionism is without doubt the variable that has taken top place in the list of risks. Despite the fact
that the protectionist measures approved so far are few, and in principle it seems clear that the intention of
the US administration is to force negotiations, the danger of escalating protectionism is real, with effects on
long-term growth. And even if a trade war is avoided, if uncertainty about trade policy is prolonged it may
very soon have a negative impact on economic confidence and investment.
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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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