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Summary 
 

 

Global – Despite rising protectionism, global GDP is still expected 

to expand at a healthy rate of 3.1% in 2018.  

 

Eurozone – GDP growth has eased from high levels recorded in 

H2 of 2017, and is likely to remain stable going forward. 

 

Advanced Markets – The 2018 outlook for the US is strong, but 

downside risks are increasing as momentum eases going into 

2019. The UK outlook is stable, but vulnerable to Brexit 

developments. 

 

Emerging Markets – Despite a currency sell-off in some emerging 

markets, the economies are expected to uphold their growth 

momentum as global demand remains solid. 

 

Credit and insolvencies – Supported by higher GDP growth 

worldwide the insolvency outlook for advanced and emerging 

economies is benign. Credit conditions remain favourable, but 

tightening is on the horizon. 

 

Table: Macroeconomic indicators for key markets 
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Global 

 

 

Trade uncertainty threatens 

global growth 
The world economy is experiencing the highest rate of growth since 

2011, driven by positive sentiment supporting high demand, easy 

access to finance, and a significant fiscal stimulus in the US. The 

3.1% expansion forecast this year is expected to ease in 2019, to 

2.9%, as the stimulus fades out. However, the benign outlook is 

heavily clouded by trade policy uncertainty.  

Mounting trade tensions, provoked by the protectionist stance of 

the US administration, are a serious downside risk to 2019 global 

GDP growth. As in 2018 world trade growth is expected to remain 

strong at 4.5% y-o-y in 2019, but uncertainty and/or the imposition 

of trade barriers could lead to a slowdown. Following the imposition 

of tariffs on steel and aluminium imports, the US has moved 

forward with tariffs targeting Chinese imports worth USD 50 billion. 

China has responded with retaliatory tariffs on US exports, and 

further escalation on both sides is increasingly likely. Although the 

direct economic impact of the tariffs is limited, the increased 

uncertainty could have a chilling effect on global trade. Barring a 

significant escalation of the trade disputes, especially between the 

US and the EU, we expect global GDP and trade growth to extend 

their momentum in 2019. 

Oil prices have fluctuated in a range between USD 70 and USD 80 

per barrel Brent in Q2, following OPEC’s deal to allow oil production 

expansion in an attempt to cool prices. We expect oil prices to stay 

around USD 70 per barrel in the medium-term. This is broadly in line 

with the US Energy Information Administration forecast of an 

average oil price per barrel of USD 71.8 in 2018 and USD 70.6 in 

2019. An upper boundary is set by increasing non-OPEC production, 

particularly US shale output, whereas a lower boundary takes into 

account the ongoing OPEC commitment to cap production and 

increasing tensions in the Middle East. 
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Eurozone 

 

 

 

 

 

Eurozone: shifting down a gear 
The eurozone economy grew 0.4% in Q2 of 2018, the same rate of 

growth seen in Q1. GDP expansion has shifted down a gear from 

the high growth levels reached in H2 of 2017. Confidence 

indicators point to a stabilisation of growth going forward. In 2018 

eurozone GDP is forecast to expand  2.0%, mainly driven by 

domestic spending. Employment and nominal wage growth remain 

supportive of consumption, while rising capacity utilisation rates 

bode well for investments. In 2019 uncertainty over protectionism 

is likely to weigh on growth, with the eurozone economy expected 

to expand at a slower rate of 1.7%. 

While domestic dynamics still look favourable, risks in the external 

environment are mounting. Due to increasing tensions over 

protectionism eurozone export growth is forecast to slow to 3.3% 

this year, down from 5.5% in 2017. As of June 1st the US has 

imposed tariffs on steel and aluminium imports from the EU (25% 

and 10% respectively). Brussels has retaliated by imposing 

countervailing measures on a wide range of products (Harley 

Davidson, bourbon, jeans), typically manufactured in Republican 

Party heartland. While the economic impact of the so far imposed 

tariffs is limited, this would change if other sectors would be 

targeted, such as the European automotive industry. A recent 

meeting between US President Donald Trump and EU Commission 

President Juncker has averted an escalation of the trade dispute 

for the time being. 

Despite rising external risks, the ECB is likely to stick to its 

commitment to reduce asset purchases to EUR 15 billion in 

September 2018, from EUR 30 billion presently, and phase them 

out completely by year-end. The ECB council is sufficiently 

convinced that inflation continues to converge to its medium 

target of 2%. Recent inflation figures support this view: inflation 

increased to 2.0% in June, from 1.9% in May and 1.3% April. 
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Advanced Markets 

 

 

 

 

US & UK losing some steam in H2 

The US economy is growing at its fastest pace in four years, but 

the peak has likely been reached. In Q2 GDP growth jumped to a 

remarkable 4.1% y-o-y after a disappointing 2.3% expansion in Q1. 

With the economy firing on all cylinders – due to solid consumer 

spending, business investment, and export growth – the sharp 

acceleration is fanned by tax reform. Core inflation is trending 

around 2% and the labour market continues to strengthen. The 

Federal Reserve raised interest rates to a range of 1.75% to 2.0% in 

its June meeting, in line with expectations. With inflation expected 

to stay around 2% for the remainder of the year, another 25 basis-

point rate hike is expected this month, possibly followed by 

another one in December. 2019 GDP growth is set to slow down to 

2.2% as the impact of fiscal stimulus fades, and higher inflation and 

interest rates set in. At the same time trade policy uncertainty 

remains a downside risk to the US outlook. While some 

encouraging developments have happened between the US and 

Europe and the US and Mexico to contain trade disputes, tensions 

with China are increasing. For now, US exports remain buoyant 

supported by strong external demand. However, net exports are 

increasingly a drag on growth as domestic demand increases 

import growth.  

The UK economy grew 0.4% in Q2, in line with expectations. This 

modest performance is expected to continue in H2, bringing 

annual forecast GDP to only 1.3% this year. Growth will be 

supported by the gradual recovery in household purchasing power 

as inflation pressure eases. On the flipside, the pound is still 

considered undervalued and expected to strengthen in the 

medium-term, which bodes ill for net exports as global growth 

eases. Brexit uncertainty continues to weigh on business 

investment, and a tighter fiscal stance additionally exerts a drag on 

growth. Therefore, another year of tepid 1.4% growth is expected 

in 2019. A failure to agree on a transition period following the UK’s 

EU exit in March 2019 (although not our baseline scenario) would 

additionally eat into growth.  
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Emerging Markets 

 

 

Emerging markets outlook 

remains robust 
Emerging market economies (EME) as a whole are forecast to 

grow 4.6% in 2018, a mild acceleration from the 4.4% expansion 

recorded in 2017. Growth is supported by solid global demand, 

relatively loose financial conditions, improving domestic 

policymaking in some markets, and higher commodity prices. 

However, a potential Sino-American trade war and higher US 

interest rates have cast a shadow on the growth outlook. EMEs 

with high current account deficits and foreign-denominated debt 

have recorded sharp currency depreciations (Turkey, Argentina, 

Brazil). Economic growth in China has slowed in the first half of 

2018, which can be attributed to slower global trade and a 

tighter financial policy stance. GDP growth is likely to slow to 

6.5% this year from 6.9% in 2017, weighing on growth of smaller 

Asian markets dependent on exports to China. 

Along regions, growth will be highest again in Emerging Asia 

with 6.0%, the same growth rate that was reached in 2017. As 

Chinese authorities take measures to rein in credit growth, India 

will become Asia-Pacific’s fastest growing economy, with a 7.5% 

expansion expected in 2018. Strong domestic demand and 

supportive macroeconomic policies are boosting growth as well 

as capital inflows. 

Latin America’s growth outlook for 2018 is looking more 

favourable than last year, due to increasing domestic demand 

and a supportive external environment. However, its two biggest 

economies – Brazil and Argentina – have recently been 

struggling with a sell-off in their currencies. Argentina even had 

to agree on a USD 50 billion IMF programme in an attempt to 

stabilise the economy and to bolster investor confidence. The 

2018 growth forecast for Latin America has been revised to 1.5%, 

down from 1.7% forecast in our July Economic Update. 

Eastern Europe is enjoying a stable economic expansion of 3%, 

but individual country growth rates are very diverse. Russia 

recovers only slowly from recession, with growth set to increase 

1.8% compared to 1.5% in 2017. Western sanctions weigh on 

sentiment and continue to hamper a recovery. Growth in export-

oriented EU member states will remain strong, supported by 

external demand and high investment. After a credit-fuelled 

surge of Turkish GDP growth to 7.4% in 2017, growth is cooling 

down to a still strong 4.1%. However, Turkey struggles with a 

sell-off of the lira over its vulnerable external balance and doubts 

about its macroeconomic policy framework. The central bank 

kept interest rates on hold after the elections, despite a surge in 

inflation to 15.9% in July. 
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Credit and insolvencies Insolvency outlook approaching a 

turning point  
The insolvency outlook for 2018 is positive, in line with the robust 

economic outlook, but reflects some loss of momentum. After a 

4.3% decline in business failures across advanced markets in North 

America, Asia, and Europe in 2017, insolvencies are forecast to 

decrease  2.7% in 2018 and only 1.3% in 2019. Business conditions in 

the eurozone remain favourable. Credit conditions for enterprises 

and households have continued to ease in Q2 of 2018 and demand 

for loans is increasing, according to the ECB’s most recent bank 

lending survey. This trend is expected to continue in Q3. 

Accommodative financing conditions next to the broad-based 

economic growth in the eurozone should support businesses this 

year and in 2019, but some may suffer from a stronger euro and 

weaker external demand. Portugal (-15%), the Netherlands (-12%) 

and France (-7%) are expected to see the highest year-on-year 

insolvency improvements. However, Finland (+12%) and 

Luxembourg (+17%) are forecast to see strong increases due to 

country-specific events. 

In the US, corporate bankruptcies have proven lower-than-expected 

in H1 of 2018, decreasing more than 7% year-on-year. The projected 

moderation in insolvencies has been revised to a strong 8% decrease 

in 2018. High business confidence surrounding tax reform, easy 

financing conditions, and higher domestic demand continue to 

support these improvements. Insolvencies are now expected to level 

off in 2019 (-2% change) as GDP growth cools off and interest rates 

increase. In the UK, insolvencies are forecast to increase 6% this year 

and 3% in 2019, due to lower economic growth and Brexit-related 

uncertainty impeding investment.  

In emerging markets, the outlook for businesses is also rather 

positive, but expected to lose momentum in 2019. Q1 of 2018 

marked the third consecutive quarter of easing bank lending 

conditions, according to the IIF. But conditions are expected to 

tighten going forward due to higher financial volatility and some 

worsening political issues. Overall, the strong global economy and 

still-loose financing conditions should support decreases in 

insolvencies in 2018, but with tightening monetary policy and 

slowing GDP growth in 2019, the pace of improvement is expected 

to ease.
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Macroeconomic indicators for key markets 

  

  
GDP growth 

(% of GDP) 

Budget balance 

(% GDP) 

Current account 

balance (% GDP) 

Export growth 

(%) 

Political risk 

Rating1 

    2017 2018 2019 2017 2018 2019 2017 2018 2019 2017 2018 2019     

Western markets                             

  Austria 3.1 2.5 1.5 -1.2 -1.0 -0.9 1.9 1.0 0.9 5.9 4.1 2.8   2 POSITIVE 

  Belgium 1.7 1.6 1.5 -1.1 -1.3 -1.2 -0.2 -0.7 -0.6 4.9 4.1 3.5   2 STABLE 

  Finland 2.7 2.5 1.5 -0.4 -1.0 -0.6 0.7 0.2 0.0 7.8 1.7 2.6   2 POSITIVE 

  France 2.3 1.7 1.6 -2.6 -2.4 -2.2 -0.6 -0.7 -0.8 4.7 3.8 3.2   2 STABLE 

  Germany 2.5 2.0 1.8 1.2 1.5 0.5 8.1 8.0 7.4 5.3 4.3 4.1   1 

  Greece 1.3 1.8 2.3 0.9 0.5 0.8 -1.0 -0.4 0.5 6.9 5.9 5.7   7 POSITIVE 

  Ireland 7.8 4.7 2.1 -0.3 -0.3 0.0 12.4 3.4 4.2 6.8 2.2 2.1   3 NEGATIVE 

  Italy 1.6 1.3 1.4 -2.3 -1.8 -2.0 2.8 2.8 2.5 6.0 3.1 4.8   4 STABLE 

  Netherlands 3.3 2.5 1.7 0.7 0.4 1.0 10.2 9.4 9.3 6.4 3.9 3.3   1 

  Portugal 2.7 2.1 1.8 -3.0 -1.2 -1.2 0.6 0.6 0.4 7.9 5.2 4.2   5 POSITIVE 

  Spain 3.0 2.8 2.3 -3.1 -2.4 -2.0 1.9 1.5 1.3 5.0 4.0 4.0   4 POSITIVE 

  Eurozone 2.6 2.1 1.8 -0.9 -0.7 -0.8 3.5 3.3 3.0 5.5 4.0 3.7   - 

                                

  Australia 2.2 2.8 2.5 -1.7 -0.6 -0.7 -2.5 -2.5 -2.3 3.5 4.9 6.6   1 

  Canada 3.0 1.8 1.8 0.2 -0.6 -0.9 -2.9 -3.6 -3.3 1.1 0.7 1.1   1 

  Denmark 2.2 1.7 1.8 1.0 -0.5 -0.4 7.9 4.4 4.7 4.4 1.2 2.3   1 

  Norway 2.0 1.9 1.8 6.3 6.3 5.9 5.5 6.8 6.7 1.2 0.3 2.6   1 

  Sweden 2.5 2.7 2.1 1.3 1.5 1.2 3.3 2.4 2.9 4.0 3.5 3.5   1 

  Switzerland 1.1 2.3 1.5 1.1 0.9 0.4 7.2 6.7 8.6 2.8 4.2 3.2   1 

  United Kingdom 1.8 1.3 1.4 -2.2 -2.3 -1.7 -4.1 -3.4 -2.5 5.7 1.5 3.3   2 STABLE 

  United States 2.3 3.0 2.3 -4.8 -5.5 -5.7 -2.4 -2.9 -3.1 3.4 4.5 2.9   1 

Central and Eastern 

Europe 
                            

  Czech Republic 4.6 3.1 2.9 -0.1 0.1 -0.1 1.1 0.5 0.3 6.9 4.4 5.4   3 POSITIVE 

  Hungary 4.2 4.3 2.8 -1.9 -2.3 -2.3 2.9 3.6 3.5 7.1 4.5 3.4   4 NEGATIVE 

  Poland 4.7 4.6 3.3 -1.6 -1.3 -1.5 0.3 -0.2 -0.2 7.9 2.4 5.2   3 NEGATIVE 

  Russia 1.5 1.8 1.4 -1.3 -0.9 -1.5 2.3 6.6 7.5 5.1 4.8 2.6   5 NEGATIVE 

  Slovakia 3.4 3.2 2.6 -1.4 -1.1 -1.1 -2.1 -2.3 -2.3 4.3 4.7 4.5   3 POSITIVE 

  Turkey 7.3 4.1 3.0 -1.6 -2.5 -1.9 -5.5 -7.0 -6.2 12.0 6.5 3.1   5 STABLE 

Asia                             

  China 6.9 6.4 6.0 -3.6 -3.6 -3.3 1.3 0.6 0.5 6.6 5.1 4.1   3 STABLE 

  India 6.2 7.5 7.1 -4.1 -3.7 -3.6 -1.6 -2.6 -2.6 6.5 6.3 6.3   4 NEGATIVE 

  Japan 1.7 1.2 1.1 -3.5 -3.5 -3.4 4.0 3.7 3.7 6.7 4.4 2.6   3 POSITIVE 

Latin America                             

  Brazil 1.0 1.6 3.1 -7.8 -7.2 -6.7 -0.5 -1.0 -1.5 5.7 5.9 4.3   5 POSITIVE 

  Mexico 2.3 2.4 2.3 -1.0 -2.0 -2.2 -1.7 -2.0 -2.2 3.9 4.3 4.1   4 POSITIVE 

                                
1 Note: STAR is Atradius’ in-house political risk rating. The STAR rating runs on a scale from 1 to 10, where 1 represents the lowest risk and 10 the highest risk. In addition to 
the 10-point scale there are rating modifiers associated with each scale step: ‘Positive’, ‘Stable’, and ‘Negative’. These rating modifiers allow further granularity and differentiate 
more finely between countries in terms of risk.  

Sources: Oxford Economics, Atradius Economic Research 

 

 



  

 

If you’ve found this economic update useful, why not visit our website www.atradius.com where 

you’ll find many more Atradius publications focusing on the global economy, 

including country reports, industry analysis, advice on credit management and 

essays on current business issues. 
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Disclaimer 

This report is provided for information purposes only and is not intended as a recommendation or advice as to particular transactions, 

investments or strategies in any way to any reader. Readers must make their own independent decisions, commercial or otherwise, regarding 

the information provided. While we have made every attempt to ensure that the information contained in this report has been obtained from 

reliable sources, Atradius is not responsible for any errors or omissions or for the results obtained from the use of this information. All 

information in this report is provided ’as is’, with no guarantee of completeness, accuracy, timeliness or of the results obtained from its use, 

and without warranty of any kind, express or implied. In no event will Atradius, its related partnerships or corporations, or the partners, 

agents or employees thereof, be liable to you or anyone else for any decision made or action taken in reliance on the information in this report 

or for any loss of opportunity, loss of profit, loss of production, loss of business or indirect losses, special or similar damages of any kind, even 

if advised of the possibility of such losses or damages. 
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