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Euler Hermes Economic Insight: “A Breeze of Growth” 
Global growth accelerating but not all economic engines are in sync 

 
PARIS – 24 August 2017 – While global GDP growth accelerated to its highest level in two years in 
the first half of 2017, some of the world’s economic engines are out of sync, according Euler Hermes, 
the world’s leading trade credit insurer.  
 
In its latest Economic Insight report, titled “A breeze of growth”, the company’s economic research 
department found good overall global growth momentum against a backdrop of a disappointing U.S. 
picture, a reassuring European outlook and stabilizing emerging markets.  Global GDP growth 
forecasts remain +2.9% for 2017 and for 2018 as the 7th consecutive year below 3%.Upward 
revisions have been made for the eurozone (+0.2pp to +1.9%), China (+0.4pp to 6.7%) and Japan 
(+0.1pp to 1.3%). These are counterbalanced by downside revisions for the U.S. (-0.1pp to 2.2%), 
Latin America (-0.2pp to +1.2%), the Middle East (-0.2pp to +2.1%) and South Africa (-0.4pp to 
+0.6%). 

“Global GDP growth is accelerating with good, rather than great, momentum finally building at its 
fastest pace in two years. However, behind this positive picture lies a marked divergence in economic 
fortunes from country to country,” said Ludovic Subran, chief economist at Euler Hermes. 
 
“While GDP growth has been lackluster in the U.S., it’s been conversely strong in China thanks to 
previous stimuli, and firm in the Eurozone mainly due to export growth. Business confidence has also 
significantly improved as companies are finally feeling the boost from stronger demand and improved 
pricing power, after several years of sluggish growth. Strong business confidence also heralds 
continued growth in investment and progressively improving labor markets. This combination  should 
spur private spending looking forward,” added Subran. 
 
Euler Hermes identified five key drivers behind the acceleration of global growth as well as five 

threats to growth quality. 

Five global growth “boosters”  

 Inflation - Creating a nominal boost to confidence and investment, inflation is partially back with 

price recovery in 2017 essentially driven by commodity prices. Euler Hermes expects a moderate 

tempo to the reflationary trend.  

 Increased consumption and investment - Retail sales have accelerated globally, notably in the 

U.S. and China, while keeping a good pace in the eurozone where confidence levels are 

unprecedented. The investment cycle is also picking up.  

 Exports Trade accelerator - Global exports continued to recover in H1 2017 in both volume and 

value terms, after 2 years of contraction in value. Global goods exports increased by +2.3% year-

on-year in April 2017. 

 Supportive policies - As global liquidity reached record high levels (above USD19 trillion) 

monetary policy should remain broadly accommodative and abundant despite balance sheet 

adjustments.  

 Political risk – Perceived political risk has generally softened, except for the U.S. Political 

“nudges” have arguably been underestimated in boosting growth. 

 

Five global risks to growth quality 

 Reflation could create a jaw effect - While reflation is currently positive for companies’ turnover 

and household consumption, there is a risk that margins and purchasing power react negatively.  

 The investment cycle is largely debt financed - The return to normal business cycles brings 

risks in reaching peak growth sooner rather than later. In the U.S., for example, record new orders 

and jobs combined with higher private debt levels could result in deceleration by the end of 2017 

without a sizeable fiscal stimulus. Higher debt levels are also a concern in Europe (public debt) 

and in major emerging markets (private debt). Higher interest rates could jeopardize the 

investment cycle, particularly where debt levels are high already. Latin American and Asian 

countries are particularly at stake. 

http://www.eulerhermes.com/economic-research/Pages/default.aspx
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 Protectionism - Protectionism is not receding although the number of new protectionist 

measures is stabilizing, including the Argentina, India, Russia and the U.S., Russia, India and 

Argentina. The trend towards shorter supply-chains is, however, reinforced by financial 

balkanization as the global scale of total cross-border/local bank credit continues to fall despite 

increased import content in production. 

 A flat tire from a new crisis - Policy-makers are focused on risks arising from not having 

sufficiently-recovered maneuvering room before the next crisis. Additionally, a policy failure could 

create significant financial stress in Europe, particularly Italy, as well as the U.S. 

 Political risk and markets could reconnect soon - After record political risk in Europe, the U.S. 

has now taken center stage. In Europe, no major political or financial crisis is expected although 

political uncertainty in the UK will continue to amplify financial volatility as Brexit negotiations 

continue. Euler Hermes expects UK GDP growth to continue to soften (+1.4% in 2017; +1.0% in 

2018) as consumers increasingly feel the loss of real purchasing power. 

 
Political Nudges to watch in H2 2017 and through 2018 
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Euler Hermes is the global leader in trade credit insurance and a recognized specialist in the areas of bonding, guarantees and 

collections. With more than 100 years of experience, the company offers business-to-business (B2B) clients financial services 

to support cash and trade receivables management. Its proprietary intelligence network tracks and analyzes daily changes in 

corporate solvency among small, medium and multinational companies active in markets representing 92% of global GDP. 

Headquartered in Paris, the company is present in over 50 countries with 5,800+ employees. Euler Hermes is a subsidiary of 

Allianz, listed on Euronext Paris (ELE.PA) and rated AA- by Standard & Poor’s and Dagong Europe. The company posted a 

consolidated turnover of €2.6 billion in 2016 and insured global business transactions for €883 billion in exposure at the end of 

2016. Further information: www.eulerhermes.com, LinkedIn or Twitter @eulerhermes. 

Cautionary note regarding forward-looking statements: The statements contained herein may include statements of future expectations and 
other forward-looking statements that are based on management’s current views and assumptions and involve known and unknown risks and 
uncertainties that could cause actual results, performance or events to differ materially from those expressed or implied in such statements. In 
addition to statements which are forward-looking by reason of context, the words "may", "will", "should", "expects", "plans", "intends", 
"anticipates", "believes", "estimates", "predicts", "potential", or "continue" and similar expressions identify forward-looking statements. Actual 
results, performance or events may differ materially from those in such statements due to, without limitation, (i) general economic conditions, 
including in particular economic conditions in the Euler Hermes Group’s core business and core markets, (ii) performance of financial markets, 
including emerging markets, and including market volatility, liquidity and credit events (iii) the frequency and severity of insured loss events, 
including from natural catastrophes and including the development of loss expenses, (iv) persistency levels, (v) the extent of credit defaults, (vi) 
interest rate levels, (vii) currency exchange rates including the Euro/U.S. Dollar exchange rate, (viii) changing levels of competition, (ix) changes 
in laws and regulations, including monetary convergence and the European Monetary Union, (x) changes in the policies of central banks and/or 
foreign governments, (xi) the impact of acquisitions, including related integration issues, (xii) reorganization measures, and (xiii) general 
competitive factors, in each case on a local, regional, national and/or global basis. Many of these factors may be more likely to occur, or more 
pronounced, as a result of terrorist activities and their consequences. The company assumes no obligation to update any forward-looking 
statement. 
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