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A Look Ahead To 2018
Growth Risks Will Take Center Stage

Alberto J. Bernal
Chief EM and Global Strategist

New York / Miami
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US Economic Growth Will Fall Below 2% Y/Y In 2018
(And Continue In 2019 and 2020)
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US Economic Growth Will Fall Below 2% Y/Y In 2018
(And Also In 2019 and 2020)
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US Economic Growth Will Fall Below 2% Y/Y In 2018
And The Risk Is That Growth Will Be Even Lower
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HealthCare Repeal In The Senate Looks Very Difficult…
Making Tax Reform Hard 
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HealthCare Repeal In The Senate Looks Very Difficult…
Making Tax Reform Hard 
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China Will Grow 6.2% Y/Y In 2018 (Was 5.7% Y/Y Ex Q217)
CAPEX Will Remain The Key Growth Driver
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China Will Grow 6.2% Y/Y In 2018
CAPEX Will Remain The Key Growth Driver
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Japan And Europe Will Be Forced To Keep The Monetary 
Stimulus Alive For Longer Than Expected 
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Japan And Europe Will Be Forced To Keep The Monetary 
Stimulus Alive…Because Inflation Will Underperform
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Implications
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Inflation Will Remain Subdued Going Forward Despite The 
Economy Being Close Or At Full Employment
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Rates Will Remain Subdued Going Forward Despite The 
Economy Being Close Or At Full Employment



IN
S

T
IT

U
T

IO
N

A
L

 P
R

E
S

E
N

T
A

T
IO

N

15

The Fed Will NOT Be Able To Meet Its Established
“Dots Chart” Goals
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What Ever Happened To The Phillips Curve?
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Emerging Markets Will Continue To Benefit From
Low Developed World Interest Rates…

TOTAL LOCAL DEBT RETURN SIMULATION (ASSUMES 5-YEAR HOLD STRATEGY) FUTURE FX RATE THAT BREAKEVEN FX

INITIAL VALUE OF INITIAL INVESTMENT TOTAL EQUALIZES RETURN DEPRECIATION VERSUS

INVESTMENT CURRENT YIELD AT T+5 YEARS (COMPOUNDED) RETURN (USD VERSUS LOCAL) TIME T (TODAY)

US 10-YEAR BOND 100.00$               2.33% 112.21$                                           12.21% NA NA

COLOMBIA 10-YEAR, COP-DENOMINATED 100.00$               6.32% 135.83$                                           35.83% 3,811.62$                           23.62%

MEXICO 10-YEAR, MXN-DENOMINATED 100.00$               6.77% 138.75$                                           38.75% 23.15$                                26.54%

BRAZIL CURRENT 10-YEAR NTNF 100.00$               10.52% 164.92$                                           64.92% 5.04$                                  52.71%

ARGENTINA 2026, ARS-DENOMINATED 100.00$               13.36% 187.17$                                           87.17% 29.95$                                74.96%
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… And Valuations Remain Very Important From The Standpoint 
Of Strategy Formulation

SELECTED WORLD STOCK MARKET'S RELATIVE VALUE

LAST PRICE CURRENT YEAR ESTIMATE NEXT YEAR ESTIMATE HISTORICAL (10-YEAR)  px last INDX GENERAL EST PE EST PE NEXT YR AGGTE EST PE NEXT YR AGGTE

(PE RATIO) (PE RATIO) MEDIAN PE RATIO

US MARKETS

DOW JONES INDUSTRIAL 21,484              17.75 16.10 15.43

S&P 500 2,433                18.65 16.64 16.73

NASDAQ COMPOSITE 6,154                23.16 19.66 29.60

MSCI WORLD 1,919                16.90 15.31 16.82

MSCI EMERGING MARKETS 1,007                12.90 11.49 12.97

LATAM MARKETS

MEXICAN BOLSA 50,274              18.45 16.46 21.16

BRAZIL'S BOVESPA 63,297              11.75 10.60 15.70

ARGENTINA'S MERVAL 22,523              17.13 11.51 12.10

CHILE'S IPSA 4,842                18.30 16.34 19.39

COLOMBIA IGBC 1,473                14.55 11.48 19.90

LIMA GENERAL INDEX 16,249              13.13 11.51 19.73

EUOPEAN MARKETS

EURO STOXX 50 3,478                14.80 13.53 15.24

FTSE 100 INDEX 7,368                15.06 13.96 16.41

CAC 40 INDEX 5,180                15.30 13.92 14.21

DAX INDEX 12,454              13.73 12.71 15.40

IBEX 35 INDEX 10,524              14.71 13.45 12.90

FTSE MIB INDEX 20,939              14.42 12.27 14.62

SWISS MARKET INDEX 8,954                17.95 16.27 18.30

RUSSIAN INDEX 1,008                6.35 5.66 6.70

ASIAN MARKETS

NIKKEI 225 20,082              17.47 15.98 20.60

HANG SENG INDEX 25,522              12.31 11.33 11.40

SHANGHAI SE COMPOSITE 3,207                14.05 12.50 16.40

S&P/ASX 200 INDEX 5,763                15.80 15.06 18.19

INDIA SENSEX 31,246              19.11 15.56 18.92

JAKARTA COMPOSITE 5,825                16.68 14.48 19.30

VIETNAM STOCK INDEX 778                   15.37 13.52 12.80
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The 2018 Strategy Does Not Deviate Much From The Current 
One.  OW EM, Long “Carry” (High Dividend, High Coupon)
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Source: IShares, MSCI, XP Securities
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Disclaimer: This material was prepared by XP Securities, LLC (“XPS”).

XPS and its affiliates, parent, shareholders, directors, officers,

employees, and licensors will not be liable (individually, jointly, or

severally) to any person as a result of your access, reception, or use of

the information contained in this communication. The material does not

constitute, nor should it be regarded as, investment research or a

research report; it is also not a recommendation to buy or sell any

securities, and it does not take into account whether any product or

transaction is suitable for any particular investor. The views expressed

in this material do not constitute a complete and substantive analysis of

all material facts regarding any issuer, industry or security, and therefore

are not a sufficient basis alone upon which to base an investment

decision. The information contained in this presentation is privileged

and confidential, and intended solely for the recipients who have been

specifically authorized to receive it, and may not be further distributed.
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www.xpsecurities.com

For Institutional Use only –Public Distribution is Prohibited. 

XP Securities, LLC is a  broker dealer member of FINRA & SIPC (“XPS”)


