
Macroeconomic scenario
2017 Figures
During the course of 2017, the world economy grew at a rapid pace, highlighting growing signs of 
synchronization. The advanced economies and the United States in particular are affected by the 
positive impact of the tax reform of Trump. According to the International Monetary Fund (IMF), the 
world economy is estimated to grow to 3.7% in the year 2017 (0.1% more than the October forecast). 

In the third quarter of 2017, Gross Domestic Product (GDP) in the United States grew by 3.2%, up 
compared to the previous quarter (+3.1%) and the first quarter of 2017, where it had only recorded 
+1.4%. Growth was driven above all by the expansion of private consumption and the contribution 
of exports. In Japan, GDP of the third quarter of 2017 increased at a rate of 1.4%, recording +0.3% on 
the previous quarter thanks to the boost of exports (source: Economic and Social Research Institute 
of the Japanese Cabinet Office). In the fourth quarter of 2017, China recorded a growth of 6.8% which 
brought the rate of expansion for the entire year to +6.9% against +6.7% the previous year (source: 
Chinese National Bureau of Statistics). According to IMF estimates, India’s GDP in 2017 is expected 
to grow +6.7% while Brazil’s GDP +0.7%. Russia continues to grow in the fourth quarter of the year 
following the recovery of oil prices: in 2017, GDP is expected to be in a range of +1.4% to +1.8%.

According to the preliminary estimate of the IMF, Eurozone GDP is expected at 2.4% in 2017 thanks 
to the recovery of private and public consumption. This has been the highest growth rate recorded 
since 2007. Within the Eurozone, Germany is expected to drive the recovery highlighting an increase 
of 2.2%, the highest rate since 2011. The excellent performance was mainly attributable to domestic 
demand, driven by household consumption (+2%), public consumption (+1.4%), investments in 
construction (+2.6%) and machinery (+3.5%).

As for Italy, the International Monetary Fund and the Bank of Italy indicate that GDP is expected to 
average at 1.6% in 2017 (0.1% more than the October forecast).

With regard to the consumer price index in the Eurozone, Eurostat announced that inflation stood at 
1.4% in December 2017 compared to 1.5% recorded in November. The average inflation for the year 
is equal to +1.5%. However, the rise in inflation was not homogeneous between the various Eurozone 
countries: the most significant increase came from Germany, where inflation was 1.7%. 

Italian inflation in 2017 increased by 1.2% and returned positive after the -0.1% recorded in 2016 
(source: ISTAT). The increase in prices of the transport spending divisions (+3.4%, which reverses the 
trend compared to -1.4% in 2016), and food products (+1.9%, in marked acceleration compared to 
+0.2% of the previous year) and hospitality and restaurant services (+1.6% from +0.7%).

At its meeting on January 25, 2017, the Governing Council of the ECB decided to keep the reference 
rate at the historical minimum of 0.00% and to extend the Quantitative Easing to the current monthly 
rate of 30 billion until September 2018 and even longer if necessary until there is a permanent 
adjustment in the evolution of prices, consistent with the inflation target of close to 2%. Confirming 
the expectations, at the meeting of January 31, 2018, the Federal Reserve (FED) left the rates 
unchanged on federal funds in the range between 1.25% and 1.50%. Furthermore, in October the 
gradual process of normalization of the financial statements began with the gradual reduction in the 
amount of securities held, at a rate of 10 billion a month up to a maximum of 50 billion.

In the fourth quarter of 2017, the appreciation of the single currency against the dollar continued, with 
an average value for the period of 1.18 dollars. The average EUR/USD exchange rate stood at 1.13 
dollars in 2017, up 2% compared to 2016.
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Outlook
Looking ahead, global economic activity is expected to show further moderate strengthening by 
continuing to benefit from the support of monetary and budgetary policies in advanced economies 
and the recovery of emerging commodity-exporting economies. The International Monetary Fund 
expects that advanced economies will grow on average by 2% in 2018 while emerging economies will 
grow by 4.9%.

However, various risk factors remain, including the growing protectionist impulses, the persistence of 
a low level of inflation and wages globally as well as the high Chinese financial exposure that could 
jeopardize international stability. Finally, there is the danger of geopolitical tensions in view of the 
outcome of important elections in various countries of the world, including Brazil, Colombia, Italy and 
Mexico.

According to the International Monetary Fund (IMF), world GDP will grow by 3.9% in 2018 and in 
2019 (+0.2% for both years compared to the October forecast) driven by the growth of industrial 
production and recovery of employment as well as trade flows. Among the main advanced economies, 
the tax reform ordered by Donald Trump will make the United States run: US GDP is expected to grow 
by 2.7% in 2018 (+0.4 points compared to the October estimate) and 2.5% in 2019 due to the increase 
in investments linked to the reduction of corporate taxes. In Japan, GDP is expected at +1.2% in 2018 
and +0.9% in 2019. As for emerging economies, the most brilliant result is India, which will grow at a 
rate of 7.4% this year and 7.8% in 2019. The Chinese economy is destined to slow slightly, with GDP 
forecast at +6.6% in 2018 and +6.4% in 2019. The estimate of GDP was revised upwards for Brazil, 
expected to increase by 2.0% in 2018 and for Russia, expected to increase from 1.4% in the previous 
forecast to 1.7% (source: World Bank).

Macroeconomic projections for the Eurozone, formulated by the IMF forecast annual GDP growth of 
2.2% in 2018, 2% in 2019 and 1.7% in 2020. Compared to October, growth prospects have been revised 
upwards considerably, as the economic expansion underway in the Eurozone is expected to continue 
to be supported by the ECB’s monetary policy measures. German GDP is expected to increase (+2.3% 
in 2018 and +2% in 2019 respectively from +2.1% and +1.7%) as is also French GDP (+1.9% for the 
two-year period 2018-19 from +1.6%). In 2018, GDP in Spain was slightly revised downwards to +2.4% 
(from +2.5%), as a consequence of the effect of political uncertainty on trust and demand.

With regard to Italy, the International Monetary Fund estimates GDP growth to 1.4% for 2018, and to 
1.1% in 2019, thanks to the recovery in consumption and investments. 

Inflation in the Eurozone is expected to increase gradually over the medium term, supported by the 
ECB’s monetary policy measures, the continuation of economic expansion as well as the progressive 
reduction of unused production capacity and the increase in wages associated with this expansion. 
According to the forecasts of December, formulated by ECB experts, inflation in 2018 is expected to 
be 1.4%, conditioned by the intensity of food and energy increases in 2017, to then increase again in 
2019 to 1.5% and 1.7% in 2020.

In Italy, an inflation rate is expected of 1.1% in 2018 and 1.5% in 2019. The decline expected for 2018 
is mainly due to the exhaustion of the effect of the increase in energy and food prices recorded at the 
beginning of 2017 (source: Bank of Italy).

The trends in the levels of interest rate and therefore the roles of central banks will be decisive for the 
exchange rates of the single currency. In particular, the European Central Bank (ECB) and the Federal 
Reserve (FED) will be dealing with important monetary policy choices and both will face the risk of a 
decline in inflationary expectations. However, while the FED already started a period of normalization 
of interest rates some time ago, which is expected to reach the 2% level at the end of 2018 if the 
forecast of 3 increases is observed during the year, the ECB is still at zero and the consensus appears 
unanimous in predicting a first rise only in 2019. 

According to the main analysts, the EUR/USD exchange rate in 2018 will remain well above 1.20 and 
the reasons are mainly two: on one side, the economic growth of the Eurozone and on the other, the 
expectations of the market regarding the possible end of the Quantitative Easing of the ECB.
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