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The outlook for global growth 
stabilises

The first indicators of the year give reason for cautious 
optimism. After months of decline, the global economic 
indicators stabilised in the last quarter of 2019. This was 
reflected in the global composite Purchasing Managers’ Index 
(PMI), which improved in the final two months of last year 
(reaching 51.7 points in December), although it still remains 
rather contained. Furthermore, the GDP growth data for Q4 
already available (such as those of the US, China, the euro area 
and Mexico) indicate that global economic growth stood at 
around 2.9% year-on-year in the final quarter of last year, 
equalling the figure for Q3. The slowdown in global growth  
in 2019 (it is estimated that global GDP will have grown by 
2.9% in 2019, compared to 3.6% in 2018) was the result of a 
combination of factors: the weakening of global trade after 
the trade tensions between the US and China, uncertainty 
surrounding Brexit and the widespread cooling of the 
manufacturing sector, as well as specific difficulties 
experienced in certain emerging countries such as India,  
Brazil and Russia. For 2020, a recovery of growth in these 
countries is expected, which will drive the improvement in 
global economic activity (bringing it to 3.2% according to 
CaixaBank Research’s forecasts).

The balance of risks in 2020 is less negative, but remains 
significant. In particular, both the cooling of the trade 
tensions between the US and China (who signed a minimal 
trade agreement in January) and the formalisation of Brexit on 
31 January should result in a reduction in the uncertainty that 
has restricted investment and international trade. In addition, 
the major economies will continue to enjoy the support of 
monetary policy, which took a dovish turn in 2019. Even so, 
there remain significant risks. These include the possibility of  
a renewed escalation of tensions between the US and China, 
which cannot be ruled out, the worsening of geopolitical 
friction relating to Iran, risks related to the high stock market 
valuations in various segments of the financial markets and 
the vulnerabilities of several emerging economies. 

US

The US economy grew by a solid 2.3% in 2019. While lower 
than the figure for 2018 (2.9%, with an economy heavily 
supported by the fiscal stimulus approved at the end of 2017), 
this figure also stood above the country’s potential (which  
we estimate at around 1.9%). Such a growth rate is significant, 
in spite of the country’s protectionist measures and trade 
tensions with China. In Q4 2019, growth stood at 0.5% in 
quarter-on-quarter terms, and 2.3% year-on-year, supported 
by private consumption, public consumption and residential 
investment. In contrast, business investment contracted once 
again in quarter-on-quarter terms. Moreover, despite the fact 
that improving this component was the explicit goal of the 
2017 tax reform, its contribution to growth during the last  
two years has been moderate and below the expectations  
of most analysts. Public and private consumption, meanwhile, 
have continued to make significant contributions to growth 
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(see the Focus «Good outlook for the US economy, with the 
permission of investment» in the MR12/2019). Looking ahead 
into 2020, we expect growth to experience a gentle slowdown 
to levels more in line with potential growth, although the 
economy will continue to count on the support of a favourable 
monetary policy (after the Fed’s three rate cuts in 2019) and 
will maintain solid growth rates. This view is supported by  
the initial data available for the first quarter, such as the 
consumer confidence index developed by the Conference 
Board, which rose to 131.6 in January (its highest level  
in the past 5 months).

EUROPE

Brexit is official as of 31 January following the ratification  
of the agreement in the House of Commons and its approval 
in the European Parliament. The United Kingdom and the  
EU have now begun an 11-month transition period with a 
countdown to reach an agreement on the new relationship, 
during which time the UK will continue to be part of the single 
market and the customs union. As explained in the Focus  
«The new unknowns of Brexit in 2020» in this same Monthly 
Report, the number of topics on which the EU and the United 
Kingdom will have to reach an agreement (relating to trade, 
finance, customs, fishing and the movement of people, etc.)  
is very high, and time is short. For this reason, while the 
uncertainty related to Brexit has reduced, it will not disappear, 
and it could continue to affect both the UK economy and  
that of European countries. 

2019, a challenging year for the euro area. The euro area 
economy has disappointed analysts, who were expecting  
a recovery at the end of the year, with GDP growth of 0.1% 
quarter-on-quarter in Q4 2019 (1.0% year-on-year). This  
first estimate implies annual growth for 2019 as a whole at  
1.2%, significantly below the 1.9% of 2018. Europe is thus 
confirmed as the main victim of the deterioration of the global 
environment in 2019, partly due to its high degree of openness 
to trade and integration into the global economy. In addition, 
the manufacturing sector has been particularly hard hit by 
both global uncertainty and a shock to the automotive 
industry. However, manufacturing firms have begun to show 
small signs of improvement. In particular, the manufacturing 
PMI for the euro area improved in January, from 46.3 points  
in December to 47.8, although it remains below the 50-point 
threshold (which separates expansive and contractionary 
territory). In 2020, the euro area economy will continue to  
be supported by the ECB’s dovish monetary policy, as well as 
by a moderately expansive fiscal policy. Furthermore, as the 
reduction in global uncertainties discussed above translates 
into a gradual recovery in confidence, the economy could 
display more traction. Among the risks that could jeopardise 
this recovery, of particular note is the possibility of a rebound 
in trade tensions with the US, which still has to decide whether 
to increase tariffs on imports of European cars, as well as the 
fear of contagion affecting services and domestic demand, 
which have so far resisted the difficulties experienced in the 
rest of the economy. 

Germany, Europe’s biggest economy and the main focus  
of various shocks in 2019 ended the year with annual growth 
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of 0.6%. This represents a marked slowdown compared to 
2017 and 2018, when the economy grew by 2.8% and 1.6%, 
respectively. However, the business sentiment data of recent 
months suggest that the German economy is beginning to 
recover from a very difficult year. Both the manufacturing PMI 
and that of services have increased sharply since September, 
which was the worst month of the year in terms of business 
sentiment. These figures should alleviate fears of contagion 
from the recession in the manufacturing sector reaching the 
services sector. On the other hand, among the GDP data for  
Q4 that have been published, the figures for France and Italy 
proved lower than expected. In France, GDP fell 0.1% quarter-
on-quarter, hampered by a sharp drop in inventories in a 
quarter in which consumption continued to grow at a rate of 
0.2% despite the strikes of recent months against President 
Macron’s pension reform. In Italy, GDP fell 0.3% quarter- 
on-quarter, the sharpest drop since 2013. Although the 
breakdown by component is not yet available, this decline  
is also expected to reflect a negative impact from inventories. 

EMERGING MARKETS

In China, the economic slowdown continues and remains 
gradual... with the permission of the coronavirus. GDP grew 
6.0% year-on-year in Q4 2019 (6.0% in Q3), bringing the figure 
for the year as a whole to 6.1%, 5 decimal points less than in 
2018. Although this is the lowest figure since 1990, it remains 
in line with the government’s growth target (between 6.0% 
and 6.5%) and is consistent with the transition towards a more 
tertiary-based economy. Furthermore, economic activity data 
for December showed a more dynamic tone than in October 
and November. In particular, industrial production rose by 
6.9% year-on-year (6.2% in November) and retail sales by 8.0% 
(8.0% in November). For the coming quarters, these indicators 
suggest that the Chinese economy should continue to 
experience a gradual slowdown. Nevertheless, the emergence 
of the coronavirus in recent weeks, with its epicentre in the 
Chinese region of Wuhan, has resulted in quarantines of entire 
cities and the closure of several airports. Its economic cost is 
uncertain, although the experience from other episodes (such 
as SARS in 2002-2003, also originating in China) suggests  
that this type of phenomena has an impact on economic 
performance that is significant, but at the same time limited  
in time and geographical scope. Furthermore, such episodes 
are usually followed by an economic rebound (due to the 
realisation of the consumption and investment decisions 
postponed during the health emergency). However, the 
greater importance of China’s economy and, crucially, its 
greater integration into global value chains compared to  
2003 could result in a larger impact from the coronavirus.

Mexico’s economic activity proved disappointing in 2019. 
GDP fell by 0.1% in 2019 as a whole, after the figure for Q4 
once again proved disappointing (0.0% quarter-on-quarter 
and –0.3% year-on-year). This figure suggests that the 
difficulties of recent quarters, accentuated by the poor 
performance of industry and by global uncertainty, are  
still very present. In this regard, here at CaixaBank Research  
we expect to see a very gradual recovery of the Mexican 
economy, with 1.1% GDP growth forecast in 2020.
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Portugal begins 2020  
on a good note

The economy keeps the good performance. While we  
await the publication of GDP for the last quarter of 2019, the 
available indicators suggest that economic activity will have 
maintained a similar growth to the year-on-year rate of 1.9% 
registered in Q3 2019. Thus, it is estimated that Portugal’s 
GDP will have advanced by around 2% in 2019 as a whole, 
with the buoyancy of private consumption playing a 
prominent role and in spite of a demanding external 
environment. Specifically, in Q4 2019 the coincident 
economic activity indicator (which exhibits a strong 
correlation with GDP growth) remained at around 1.9%, while 
the coincident indicator for private consumption accelerated 
to 2.7%. For 2020, domestic demand is expected to remain 
resilient in the face of the still challenging external context 
(which might also improve if the sources of global 
uncertainty of recent months finally subside). In fact, the first 
data relating to 2020 remain favourable. In particular, in 
January the economic climate indicator, which synthesises 
sentiment in the various sectors of activity, improved by  
1 decimal point to 2.2% year-on-year, favoured by improved 
sentiment in the manufacturing and construction sectors. 
However, the first figures of the year have been less positive 
for consumer confidence, which worsened slightly in January 
(–7.8 points, versus the –7.2 registered in December), 
although it is still at comfortable levels.

The labour market is in a phase of maturity. After years of 
recovery, in recent quarters the maturity of the labour market, 
the gradual deceleration of the economy and a higher influx 
of a foreign working-age population have resulted in 
somewhat less buoyant data in the labour market. The 
unemployment rate stood at 6.6% on average in 2019 
(preliminary estimate), with an annual improvement  
(–0.4 pps) that is well below that of the previous years 
(between 2017 and 2018 it decreased from 8.9% to 7.0%).  
In addition, in December the unemployment rate rose to 6.9% 
(+0.2 pps compared to the previous month and +0.3 pps 
compared to December 2018), a reflection of the usual  
end-of-year seasonality (for instance, between 2000 and 2015 
the unemployment rate increased by 0.4 pps on average in  
Q4 of each year). Furthermore, the working population fell  
by 3,400 people in year-on-year terms, reversing the path  
of continuous growth registered since the end of 2013.

The external balance improved in November. The current 
account deficit decreased to 1,128 million euros (12-month 
cumulative balance), which is equivalent to 0.5% of GDP and 
represents an improvement of 0.4 pps of GDP compared to 
October. This improvement reflects the disappearance of a 
base effect at the end of 2018: the port strike, which had a 
significant impact on exports of goods in the last two months 
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of 2018. Specifically, in November 2019 the deficit in the 
balance of trade in goods registered an improvement, reaching 
–8.0% of GDP (–0.3 pps compared to October), with exports 
accelerating up to 3.2% (1.9% in October) and with a slowdown 
in imports down to 4.9% (5.9% in October). Furthermore, the 
improvement in the current account, coupled with the high 
surplus in the capital account, allowed the Portuguese 
economy’s foreign financing capacity to reach +0.3% of GDP  
in November (0.0% in October). 

The government balance proved better than expected in 
2019. The overall fiscal deficit (in cash terms) stood at 0.3%  
of GDP, an improvement on the 0.5% predicted by the 
government for the year as a whole, as well as compared to 
the figure for 2018 (–1.1%). This positive trend was supported 
by revenue growth far outweighing that of expenditure  
(4.3% and 2.3%, respectively). In fact, the performance of tax 
and contributory revenues significantly offset the substantial 
increase in staff costs and current account transfers. For 2020, 
the consolidation of the public accounts is expected to 
continue, albeit at a somewhat more gradual pace than that 
seen in this past year (we analyse the outlook for the public 
accounts in 2020 in the Focus «A favourable context facilitates 
the surplus of the Portuguese public accounts» in this same 
Monthly Report). 

The price of housing continues to rise. In Q3 2019, the 
housing price index rose by 1.2% quarter-on-quarter and  
by 10.3% year-on-year, while property sales remained stable 
(–0.2% year-on-year). The appraisal value of housing, 
meanwhile, reached 1,321 euros per square metre in 
December 2019, representing an all-time high. In particular,  
in 2019 as a whole the price of housing according to appraisals 
rose by 7.5%, exceeding the 5.8% registered in 2018. However, 
over the coming quarters, the growth in the construction  
of new housing (+17.2% year-on-year) and the signs of 
deceleration emerging from the sector’s confidence  
index point towards a moderation in the growth rate of  
house prices.

Banks keep improving the quality of its balance sheets.  
In Q3 2019, the NPL ratio of the non-financial private sector 
fell to 8.5%, 0.7 pps less than in Q2 and 10 pps less than the 
high-point registered in 2016. This reduction can be explained 
by sales of portfolios of doubtful loans, discounts on assets 
and the strong performance of the Portuguese economy. 
Specifically, doubtful loans fell by 1,690 million euros 
compared to the previous quarter, mainly driven by the non-
financial corporations segment (–1,094 million euros). 
Nevertheless, the default rate of this segment remains high 
(15.7%). On the other hand, the stock of private sector credit 
continued to contract in November (–0.8% year-on-year) as a 
result of the contraction of the stock of loans to non-financial 
corporations (–3.8%). The stock of credit to households, 
meanwhile, grew 1.0% year-on-year, driven by the 
acceleration in consumer credit (9.5% year-on-year).
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