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■■ Despite the mounting threat of more 
protectionist trade measures, we 
expect the impact on global growth 
and trade to be mild. Given this, 
and the still fairly solid underlying 
economic picture, we have left our 
global GDP growth forecasts for 2018 
and 2019 unchanged at 3.2% and 
3.0% respectively.

■■ Although economic data in Q1 painted 
a pretty solid picture, there are signs 
that the global expansion may lose 
momentum in Q2. Most notably, the 
global PMI fell sharply in March, more 
than offsetting the gains of the previous 
three quarters or so. Some of the 
decline may reflect an over-reaction 
to recent trade threats and could be 
reversed in April and despite the drop, 
the surveys still point to strong growth. 
But the fall highlights the risk that 
lingering trade tensions could damage 
confidence and prompt firms and 
consumers to delay investment and 
major spending plans.

■■  On a more positive note, China’s 
economic growth picked up markedly 
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in early 2018, which could provide a 
fillip to global trade growth in the near 
term. Given the betterthan-expected 
start to the year, we have made no 
change to our 2018 China GDP growth 
forecast (of 6.4%) despite the probable 
negative effects of trade measures.

■■ Meanwhile, most advanced economies 
remain in the late expansionary 
stage of the cycle. And those that 
show signs of slowing, such as the 
Eurozone, are doing so from multi-
year highs. While we have nudged 
down our 2018 Eurozone GDP growth 
forecast slightly to 2.2%, the pace is 
expected to remain well above trend. 
We judge the impact of US tariffs and 
counter-measures on the US economy 
to be subdued and have lowered our 
GDP growth forecasts for 2018 and 
2019 by just 0.1pp.

■■ For now, we see further solid growth 
for the world economy this year 
even in the environment of rising 
protectionism. While there is a risk that 
a further escalation of trade tensions 
could trigger a sharper slowdown in 
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global GDP growth, we still see the 
risks of a full-blown and damaging 
trade war as limited and the chances 
of protectionism leading to recessions 
as smaller still.
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