Highlights of Peru

A wrap-up of 2008
and a forecast for 2009
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2008 In Review

Wrap Up 2008

2008 was a favorable year for the Peruvian economy as it continued to show
rapid growth despite the global financial crisis originating in the United States
and the volatily of high prices. This economic growth was sustained mainly
by buoyant domestic demand caused by increased consumption and both
public and private investment.

Social instability continued during 2008, causing strikes primarily in the
mining and agricultural sectors. However, sustained economic growth has
improved social conditions.

Economic Performance
Gross Domestic Product

The Peruvian Gross Domestic Product (GDP) increased by 9.48% in 2008,
reaching US$ 84.55 billion (BN); this increase, higher than the 7% projected
earlier by the Banco Central de Reserva del Peru (BCRP), was a result of
the growth of all productive sectors in general.

The public sector surplus at the end of September 2008 represented 1.46%
of GDP, decreasing from the previous year level (2.10% of GDP) due to
lower mineral prices and increased fiscal spending. International net reserves
increased by 12.67% to approximately US$ 31,196 million (MN) according
to the BCRP.

Performance by Sectors

The economic expansion of 2008 was mainly driven by the construction and
trade sectors, which registered the highest growth rates (16.9% and 12.5%
respectively). The construction sector increased due to the real estate boom,
the execution of road works and the development of several projects within
the private sector. The industrial sector grew due to the greater
commercialization of manufactured, agricultural and mining products.

Until September, Peruvian exports amounted to US$ 24,977.10 MN and
imports reached US$ 21,788.34 MN, which leaves a BCRP estimated trade
balance surplus of US$ 3,188.76 MN. However, the expansion of the
domestic demand and the slowdown of the global economy caused the
trade balance to experiment a lower growth compared to previous years.



Labor

The unemployment rate in Lima, the capital city of Peru, reached 7.80% as
of December 2008, according to the Instituto Peruano de Estadistica e
Informatica (INEI).

2008 started with a minimum monthly legal wage of S/. 550.00 (US$ 183.33),
after the government increased it from S/. 530.00 (US$ 176.67) last January.
The National Labor Commission reported in December 2008 that they were
evaluating the possibility of adjusting the minimum monthly legal wage in
January 2009.

International Trade

In January 2008 the rounds of negotiations for the Free Trade Agreement
(FTA) with China began. This FTA with China is an important opportunity
for the Peruvian markets, as China has shown the highest growth worldwide
in the last two decades. Although the FTA has not yet been signed, in
November 2008 Peru and China signed an agreement on cooperation and
mutual administrative assistance in costums” matters.

Regarding agreements with other countries, Peru subscribed trade agreements
with Singapore and Canada; both of which will come into effect in 2009.
Additionally, Peru subscribed environmental and labor cooperation agreements
with Canada.

During 2008, the Asia Pacific Economic Cooperation (APEC) forum was
held in Peru. This meeting brought together the leaders of 21 economies,
which represent approximately 56% of global GDP. Likewise, the Latin
America and Caribbean - European Union (EU - LAC) Summit took place
in Lima. This Summit assessed the progress made on economic cohesion,
poverty reduction, equity and social justice in Latin America and the Caribbean.

Inflation and Foreign Exchange Rates

Inflation for 2008 was higher than expected due to the sustained raise of
agricultural commodities, specially corn, wheat and soybeans; and higher
oil prices. The inflation rate reached 6.65% according to the INEI, and is the
highest since 1996.

The Peruvian currency has devalued relative to the US Dollar, closing the
year with an exchange rate of 3.11 Nuevos Soles per Dollar, which represented



a devaluation of 4.46% with respect to 2007. Regarding the Peruvian Nuevo
Sol / Euro exchange rate, at the end of 2008 it reached 4.21 Nuevos Soles
per Euro, which represented an annual revaluation of 3.05%.

Perspectives for 2009

Considering the global crisis, the forecasted growth rate in the Peruvian
economy for 2009 is between 5% and 6%, which represents a deceleration
from in increase in prior years. One of the factors driving this growth is
previously committed investments.

Regarding inflation, the estimated annual rate is approximately 3%, as a
result of the lower global prices (oil, minerals, food).

Main Tax and Legal Changes

Major changes in tax and commercial legislation passed during 2008 as
well as changes effective as of 2009 are summarized below.

Changes enacted during 2008

1. The Financial Transaction Tax (FTT) continued in force at the rate of
0.07%.

2. The Tax Unit (a reference unit for the computation of tax and penalties)
for 2008 was S/. 3,500 (US$ 1,115").

3. The excise tax on gasoline and other fuels was modified.

4. Regulations dealing with the tax treatment of financial derivatives
considered “hedge instruments” were modified.

5. The time for the procedure to enter into a stability agreement with the
government was reduced from two years to up to twelve months.

1 At an exchange rate of 3.14 Nuevos Soles per US Dollar.



Changes effective as from 2009

1. The FTT rate has been reduced to 0.06% until December 315, 2009.

2. The tax unit for 2009 will be S/. 3,550 (US$ 1,131).

3. The rate of the Temporary Net Assets Tax was reduced from 0.5% to
0.4%, applicable to net assets in excess of S/.1,000.000 (US$ 318,471%).

4. A new Costums’ Law and its Regulations became partially effective;
certain rules therein will become effective as of 2010.

5. Activities exempt from the Income Tax included in article 19 of the
Income Tax Law will remain in force until December 31, 2011.

6. The exemption on capital gains derived from the sale of stock through
the stock exchange and on interest from deposits in local financial
institutions was extended until December 31%t, 2009.

7. The Free Trade Agreement with the United States of America was
ratified by the Peruvian Government and thus, will be in force as of
February 1%, 2009.

8. Domiciled individuals' income arising from leases, interest, royalties as
well as capital gains derived from the sale of real estate, will be subject
to an effective income tax rate of 5%.

2 At an exchange rate of 3.14 Nuevos Soles per US Dollar.



Principal Economic Indicators

2004 2005 2006 2007 2008
GDP (USS$ Billions) 61.80 65.96 70.95 77.23 84.55
GDP real (inflation indexed) 5.22 6.74 7.56 8.86 9.48 (2)
growth (% per year)
Unemployement rate (% of labor force) 9.70 8.86 8.78 7.50 7.80
General price index - IPM (% year end) 4.89 3.60 1.33 5.24 8.79
Consumer price index - IPC (% year end) 3.48 1.49 1.14 3.93 6.65
Exchange rate - year end (S/. / US$) 3.28 3.43 3.21 2.98 3.1
Exchange rate - year end (S/. /=) 4.39 4.06 4.24 4.35 4.21
Devaluation rate (% per year) -5.48 4.37 -6.40 -7.00 4.47
Average short - term interest rate - TAMN
(% Avg. per year - local currency) 26.12 23.48 23.80 22.39 23.12
Public sector Surplus (Deficit) as % of GDP -1.03 -0.30 2.06 2.10 1.46 (1)
Total public sector debt (As a percentage 44.36 37.73 32.75 31.04 23.66 (1)
of GDP) Internal and External
In US$ Millions
Exports 12,809.17 | 17,367.68 | 23,800.02 | 27,955.58 | 24,977.10 (1)
Imports 9,804.78 | 12,081.61 14,866.01 | 19,599.15 | 21,788.34 (1)
Trade balance 3,004.39 | 5,286.08 8,934.01 | 8,356.42 3,188.76 (1)
Current account balance 19.29 1,147.61 2,589.16 1,505.12 -3,590.41 (1)
Net International Reserves 12,631.00 | 14,097.00 | 17,275.00 | 27,689.00 | 31,195.89
Foreign direct investment (Stock) 13,310.45 | 15,889.17 19,355.70 | 24,744.18 | 30,311.56 (1)
Bonds and private and public 31,243.89 | 28,656.61 | 28,395.17 | 32,566.32 | 35,317.69 (1)
external debt

January 2009
(1) Up to September
(2) Up to November

NOTE: All the information stated in this document has been updated by the Banco Central de Reserva del
Pert (BCRP) and the Instituto Peruano de Estadistica e Informatica (INEI) up to December 2008.
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