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Foreword

During 2012, Peru’s GDP growth reached 6.3%, primarily driven by private investment
and domestic consumption. These steady and favorable economic conditions continue
to support our prospects as an economically strong country with sustained development;
despite the slowdown of the U.S. economy, the backward trend of the Eurozone and the
lower growth forecasts in major Asian countries.

Peru is currently the fifth largest economy in South America, measured by its GDP

based on Purchasing-Power-Parity, according to the International Monetary Fund
(IMF); and it is in fourth place of the world’s 20 best countries and frontier markets to
invest in, according to the Bloomberg Markets magazine. The position reached by Peru
primarily reflects its economic model adopted in the 1990s, which is based on the market
economy, the subsidiary role of the Government, the free initiative of private investment,
macroeconomic stability, trade liberalization, the promotion of local and foreign
investment, the encouragement of free competition, legal stability and social inclusion.

The IMF also has very auspicious projections for Peru in the next two years. It estimates
that the country will be the second fastest growing economy in South America in 2013
with a rate of 6.3% and the first in 2014 with a rate of 6.1%. In the meantime, Peru’s
Central Reserve Bank (BCRP) forecasts for the same period that the economy will grow at
levels close to its potential, with a growth rate of 5.4 for 2013 and 6.2 for 2014.

Added to these favorable conditions for investment, are the free trade agreements signed
by Peru in recent years to open up new markets as well as the efforts of the public- and
private - sector to promote foreign investment in Peru. It should also be noted that the
results of the latest PwC CEO Survey, according to major executives in Latin America,
Peru together with Colombia are the preferred destinations for foreign investors, before
any other country of the region.

Undoubtedly, the current good economic performance should be used to lay the
foundations for long-term development and growth. For this purpose, significant
investments in education are essential as well as investments in technological innovation
and development; implementation of major infrastructure construction projects;
improvements in energy supply as a way to generate the conditions required for social
development as well.

This is the sixth consecutive year in which PwC has published Doing Deals in Peru with
the latest and most reliable information on the major macroeconomic, tax, corporate,
labor, financial, social, and industrial matters. We are confident that the contents of this
publication will be a very useful tool to help you in your decision-making process to begin
doing business in our country.

Our 89 years of experience providing business advisory services in Peru is always at your
service to assist your organization to accomplish its business objectives.
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In the last two decades, Peru has implemented a responsible and solid economic
policy becoming a rapidly expanding economy that offers a wide variety of investment
opportunities.

The country has emerged as the best performing economy in Latin America, showing the
highest growth rate (6.4%) and the lowest inflation (2.8%) in the last decade. Economic
growth allowed for sustained poverty reduction which decreased from 57.8% in 2004 to
25.8% in 2012, employment generation and growth of the middle class. Per capita income
grew more than 50% over the last decade, reaching a level higher than US$ 10.700 (IMF).
This is compounded by the reduction of debt, which was 19.8% of GDP in 2012, and

the accumulation of international reserves to a level of 32.1% of GDP. For these reasons,
the major credit-rating agencies (Standard & Poor’s, Fitch and Moody’s) have awarded
investment grade ratings to Peru’s sovereign debt.

The country has reduced its vulnerability to external crisis and has demonstrated it can
maintain stable growth despite the decline in international prices of raw materials, its main
export product. Projections indicate that in the following years output will grow by around
6.0%, above the pace of expansion of Latin American countries.

Thus, Peru has established itself as an attractive investment destination, with the prospect
of becoming an efficient business platform thanks to its central location on the west coast
of South America and its booming investment in infrastructure, in progress and to be
developed, which will consolidate the country as an efficient link between the markets of
South America (particularly Brazil), Asia and the United States.

We are a country with large investment opportunities based on the diversity of natural
resources, offering preferential access to a market of more than 4,000 million people
through its network of trade agreements and welcoming foreign investment through a
friendly, stable and predictable legal framework, which does not discriminate between
domestic and foreign investors.

PROINVERSION, Private Investment Promotion Agency in Peru, looks forward to
providing the information and guidance you need to develop your investment plans in
Peru.
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Geographical location

Brazil

Bolivia

4 ® Geography

Influenced by the Andes Mountains and two marine currents, the Peruvian
or Humboldt and “El Nifio”, Peru is one of the planet’s richest geographical
environments. It is one of the 17 most bio diverse countries in the world, as
aresult of its varied ecosystems, climates, wildlife, genetic resources and
living ancient cultures.

Peru is located in the central and western part of South America, its territory
includes the 200 miles of territorial waters in the Pacific Ocean and it is the
third largest country in South America after Brazil and Argentina.

Continental: 1'285,215.6 km?.
Sea of Grau: 1’140,646.8 km?.

North: Pacific Ocean (Sea of Ecuador), Republic of Ecuador and Republic of Colombia.
East: Federative Republic of Brazil and Republic of Bolivia.

South: Republic of Chile and Pacific Ocean (Sea of Chile).

West: Pacific Ocean.

Borders

Political- 24 departments.
administrative 195 provinces, including the Constitutional Province of Callao.
division 1,848 districts.

Lima.

Capital The historical capital is the city of Cusco.

Coast: Comprises 11.7% of the total area. Consists of a variety of landscapes such as valleys, river deserts, the dry forest of
the Northern coastal desert, the mangrove and hillside ecosystems.

Highlands: This consists of the Andes Mountain Range. It covers 28.4% of the national territory. The Andean landscape
has a heterogeneous configuration with prominent peaks, deep gorges, narrow interandean vallies and ample plateaus.
Natural regions Jungle: Covers 59.9% of the national territory and is divided into two areas, the High Forest or Mountain Fringe and the
Lowland Forest or Amazonian Plain. The first is characterized by the presence of steep and wooded hills, and deep ravines;
the second is covered with exuberant tropical vegetation and large river systems which form part of the Amazon River Basin.

Territorial waters: Correspond to the sea adjacent to the Coast, as well as the sea bed and soil up to a distance of 200
nautical miles.

Peru is the fourth country in area of tropical forests, the first in the number of plant species of recognized properties and first
in domesticated native species. It is also first in varieties of fish, third in amphibians and third in mammals.

Biodiversity It has 84 of the planet’s 104 life zones, 18.5% of the world’s bird species, 9.0% of the animal species, 7.8% of the cultivable
plants and 10% of the planet’s flora species. The following have been identified: 515 species of mammals, 1,816 species of
birds, 418 species of reptiles, 449 species of amphibians, 1,300 species of continental fish and 1,070 species of marine fish; as
well as 25,000 species of plants.

Climate Peru has 28 of the 32 types of the world’s climates.

Source: INEI, MINAM, CPP. Website of the Peruvian Government.

Doing Deals in Peru 2013 6




1] Population

—

N Peru has the fifth largest population in Latin America, after Brazil, Mexico, Colombia and Argentina.
The population at June 30th, 2012, is estimated at 30,135,875 people, which signifies an average annual
growth of 1.13%. Three quarters of the population lives in urban areas and one quarter in rural areas. By
2021, the Bicentennial Year of Independence, the population is projected to exceed 33 million and by 2050
it will reach 40,111,000 people.

Peru: Population pyramid 2012 (30 "135,875 inhabitants)
Ages

80+ N
75-79 — 1 Senior
7074 B cltizens:

0,

6569 1 6.1%
G064 I T
55-59 I —
50-54 Men: 50.1% I — Women: 49.9%
45-49 I —
40-44 "
35-39 I ——
30-34 I —
25-29 I S — Young
20-24 I — people:
15-19 I —————— 27.3%
10-14 I

5-9 I

0-4 I

Source: INEL 6.0% 4.0% 2.0% 0.0% 2.0% 4.0% 6.0%

23.4 inhabitants/km?
265 inhabitants/km? in Lima.

Departments: Lima (31.2%), Piura (6.0%), La Libertad (5.9%), Cajamarca (5.0%) and Puno (4.6%).

Provinces: Lima (Lima), Constitutional Province of Callao, Arequipa (Arequipa), Trujillo (La Libertad) and Chiclayo
(Lambayeque).

Places with largest
population

Districts: 42.2% of the population lives in districts with more than 100,000 inhabitants and there are districts which
exceed the threshold of 400 thousand, most of them in Lima.

Age The average age of the population is 25.2 years.

Life expectancy 74 years.
Birth rate 19.4 births per 1,000 inhabitants.
Death rate 6 deaths per 1,000 inhabitants.

The official languages are Spanish and, in the areas where they are predominant, also Quechua, Aymara and other native

Official language languages, as established by law.

Poverty level 25.8% of the population.

28.9% of the population.

NS Furthermore, local studies of lifestyles estimate that the middle class is 60% of the Peruvian population.

Source: INEI, BM, PRF. Arellano, R., There Is Room in the Middle: Social Growth According to Lifestyles, First Edition, Planeta, Lima, 2010.
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Government
Organization S

Peru is a Presidential Republic with democratic representation and a multi-party system. Its government
is based on the separation of powers and it is organized on three levels. In this way, the structure of the
State is composed of the Executive Power, the Legislative Power and the Judiciary, as well as seventeen
constitutionally autonomous organisms, regional governments and local governments. Furthermore, the
fundamental basis of the State legal order is the Political Constitution, which prevails over all legal norms.

EXECUTIVE POWER

The President is the Head of State and of the government, his mandate is for 5 years and immediate

President of the Republic reelection is not permitted.

Ollanta Humala Tasso is the Constitutional President of the Republic until July 28th, 2016.

This is composed of the President of the Council of Ministers and the ministers, appointed and removed by

Council of Ministers the President of the Republic. Currently Peru has 18 ministers.

Legislative Decrees, Emergency Decrees, Supreme Decrees, Supreme Resolutions, Ministerial Resolutions,
Viceministerial Resolutions, Directorial Resolutions and Resolutions of Public Organisms.

LEGISLATIVE POWER

Laws issued

Represents the Legislative Power, is unicameral and has 130 congressmen, elected for a 5 year period.

Congress The mandate of the current Parliament expires in July 2016.

Laws issued Laws and resolutions.

JUDICIARY

They constitute the Judiciary and have the exclusive power to administer justice. These organs are the

Trse e oy Supreme Court, the Superior Courts, Justices of the Peace and the Specialized Mixed Courts.

These consist of the President of the Supreme Court, who is also President and most senior representative of
the Judiciary, the Plenary Chamber of the Supreme Court, the Executive Council, General Management and
the District Executive Council.

CONSTITUTIONALLY AUTONOMOUS ORGANISMS

Organs of government
and administration

They are public law entities with economic, functional, technical and financial autonomy; governed

by their organic laws and carry out specialized functions of the State. They include, among others, the
Superintendence of Banking, Insurance and Pension Fund Administrators (SBS); the Central Reserve Bank
of Peru (BCRP); the Constitutional Tribunal (TC); National Election Administrative Body (JNE) and the
National Comptroller’s Office.

REGIONAL GOVERNMENTS

Currently there are 26 Regional Governments, made up of the 24 departments, the Constitutional Province
of Callao and the Metropolitan Municipality of Lima. Their representatives are elected by popular vote for
four years. The mandate of the current presidents expires in 2014. Immediate reelection is permitted.

LOCAL GOVERNMENTS

They conduct the public administration in each of the provinces, districts and villages of Peru, through the
municipalities. Their representatives are elected by popular vote for four years. The mandate of the current
mayors expires in 2014. Immediate reelection is permitted.

Source: CPP.
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Economy
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The economy of Peru is a success story, recognized by international organizations such as the International
Monetary Fund (IMF) and in the various economic forums. Peru is currently the fifth largest economy in
South America, measured by its Gross Domestic Product (GDP) based on Purchasing-Power-Parity (PPP),
according to the IMF; and it is in fourth place of the 20 best countries and frontier markets of the world to
invest in, according to Bloomberg Market "s Magazine. The data comes from Bloomberg’s own financial-
market statistics, IMF forecasts and the World Bank. The countries were also rated on areas of particular
interest to foreign investors: the ease of doing business, the perceived level of corruption and economic
freedom.

The position reached by Peru responds to its solid macroeconomic performance in the last decade and to

its economic model adopted in the 1990s. This model is based on the market economy, the subsidiary role
of the State, the free initiative of private investments, macroeconomic stability, trade liberalization, the
promotion of local and foreign investment, the encouragement of free competition, legal stability and social
inclusion. Foreign investment promotion policy is based on the principle of national treatment.

South America: GDP 2013* based on Purchasing-Power-Parity
(PPP) Current international dollar

Thousand million
2,466.6

South
America

776.3

532.1

408.8

352.9

341.9

162.7

B s:s
B s
| X

Source: IMF.

(*) Estimate IMF . World
Economic Outlook Database,
April 2013.
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The GDP growth of Peru has been supported by the dynamism of domestic demand, the result of the
good performance of private consumption —explained by the increased spending by families on goods
and services-, as well as by the consumption spending of the government and the sustained growth in
investment; and the increase in exports. These factors have enabled the current growth of the Peruvian
economy to stabilize at its long term sustainable level.
Peru: Contributions to annual growth rate in GDP 2003 - 2012
15.0%
10.0%
5.0%
0.0%
Il Private consumption
M Private investment -5.0%
[ Change in inventories
[ Public expenditure
External sectors -10.0%
Source: BCRP * *
(*)Estimated by BCRP. 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013* 2014
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Peru: Gross domestic demand 2003 - 2012 (Annual growth rates)

13.1

Average
2003-2012:
7.3%

-2.8

e o port March 2013 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012  2013* 2014

The IMF has very auspicious projections for Peru in the next two years. It estimates that the country will be
the second fastest growing economy in South America in 2013 with a rate of 6.3% and the first in 2014 with
arate of 6.1%, according to its report: Perspectives of the Global Economy, April 2013. In the meantime,

the BCRP forecasts for the same period, that the economy will grow at levels close to its potential, with a
growth rate of 6.3% both for 2013 as well as for 2014.

South America: Real GDP (Annual percentage change)

2013 2014
South America 3.4 41
Paraguay 11.0 4.6
Peru 6.3 6.1
Chile 4.9 4.6
Bolivia 4.8 5.0
Ecuador 4.4 3.9
Colombia 4.1 4.5
Uruguay 3.8 4.0
Brazil 3.0 4.0
Argentina’ 2.8 3.5
Venezuela 0.1 2.3

Source: IMF. World Economic Outlook, April 2013
(*) The data for Argentina are officially reported
data. The IMF has, however, issued a declaration of
censure and called on Argentina to adopt remedial
measures to address the quality of the official GDP
and CPI-GBA data.
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Peru: GDP annual growth 2003 -2012

9.8%

Average 6.9%

2003-2012: 6.3% 6.3%
4.0%
(S*())fwr?lg:\‘lav%ﬁcf Ianr:)(:1lo’\r/In'Tc 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013* 2014*

Outlook, April 2013.

Peru: GDP structure by economic sectors (Base year 2007)

Electricity and water1.7% Fishing 0.7%

Construction 5.1%

Agriculture and Livestock 6.0%

g .
commerce 10.2% «‘
‘

|7 Other services*
45%

Mining and fuel 14.4%

. S
Manufacturing 16.5%

Source: INEl and IEDEP-CCL
(*)Including import duties and other taxes on
products.

The IMF also projects that Peru will be the fourth largest economy of South America in 2018, with a GDP
based on PPP estimated at 524.1 billion dollars, greater than Venezuela’s estimated at 510.2 billion dollars.
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Economy with the highest growth
and lowest inflation

Peru is the economy with the highest growth and lowest inflation of the region in the last decade. During
this period, Peru has had the highest GDP per capita of the last 60 years and the lowest average inflation of

the last 70 years.

Latin America: GDP Average Growth 2001-201 1 (Percentage change)

5.8
4.6 4.5 4.2
. 4.0 4.0
39 . .
3.2
I I 1.8
Source: WEO-FMI =] 1] H < > K] © > = © o
Consensus Forecasts and @ g 'g < g = > < N [) L
-8 c © £ 15) 3} S =) = o x
BCRP ) = o © 5 m N (]
< o a = 9
Peru: GDPvs. Per capita GDP 1951-2010(Average Percentage change)
I GDP

—.— Per capita GDP

Source: BCRP 1951-1960 1961-1970 1971-1980 1981-1990 1991-2000 2001-2010
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Latin America: Inflation Average 2001 - 2012 (Percentage change)
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Peru: Inflation 1931-2010 (Percentage change)
369.5
32.6
15.1 24.6
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Source: BCRP

1931-1940  1941-1950 1951-1960 1961-1970 1971-1980  1981-1990  1991-2000 2001-2010

The low inflation level achieved by Peru has enabled it to generate the conditions to promote investment,
economic growth, the development of important sectors such as the financial sector and maintain the
inflation expectations of the economic agents anchored. This achievement has also had implications for
the improvement in the living standards of the population, given that the continuous increase in prices is a
prejudicial factor for the poorest sector.

The BCRP expects that for 2013 and 2014, inflation will remain within the target range (1% to 3%) and it
will converge on the average point of 2% in a range between 1.5% to 2.5%, according to its Inflation Report

of March 2013.
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Record investment

—
The growth of the Peruvian economy in the last decade has been possible due to the high and growing
flow of investment and gain in productivity. Mining and hydrocarbon projects were the key to exploiting
the favorable scenario of metal prices, reducing the cost of energy and the investment in infrastructure
permitted the improved electrical connectivity and coverage in the entire country. These large investments
were accompanied by many others in agroindustry, services, etc.
Added to this was the contribution of the total productivity of the factors of production, in the last decade
the highest of the last 60 years.
Gross Domestic Investment: 2013* (% of GDP)
28.0
Public 251 224 24.0
Investment
18.5
Private
Investment
(*) By June, 2013. Peru Chile Mexico Colombia Brazil

Source: MEF and BCRP

Peru: Gross Domestic Investment 2001 - 2012 (% of GDP)

= HEHHH

21.5 215 21.8 223
19.2 19.6 . . -
N 155 148 150 151 155 164 182 T
I Private investment
Public investment
Source: BCRP. 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013* 2014*
(*) Estimated by BCRP
|
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Peru: Accounting of growth by decades 1950 - 2010 (contribution of
productivity to GDP growth in percentage points)
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At present private investment in Peru registers a more dynamic evolution than was foreseen. Therefore,
the BCRP projects a growth rate of 8.8% in private investment for 2013 and 8.2% for 2014. The private
investment project portfolio for this and the next year is estimated at 32 billion dollars. Additionally,
Proinversién has important projects to offer in concession in its portfolio, such as the energy node of the
south, the third stage of the irrigation project Chavimochic in La Libertad and works for the supply of

potable water in Lima.

For its part, Apoyo Consultoria forecasts that investment in mining and transport infrastructure will reach
record levels in 2013 and 2014; and in the next 5 years, the investment in mining, hydrocarbons, transport
and electricity infrastructure will exceed 50 billion dollars, 20% more than in the period 2008-2012.

Peru: Private investment announcements (US$ Millions)

2013 2014
Minerals 7,756 7,037
Fuel 3,020 1,972
Electricity 2,379 1,447
Industry 971 838
Infrastructure 1,112 585
Other sectors 3,315 1,604
Total 18,553 13,483

Source: Company announcements
and BCRP
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Impulse of social progress

—
Economic growth and macroeconomic stability have driven social progress in Peru. The reduction of
poverty in Peru has been the most significant in Latin America, according to CEPAL. During the last decade,
the country has experienced a sustained growth in real expenditure per-capita which has been consistent
with the growing tendency of the GDP per-capita during the same period and with the reduction in the
poverty rate. Economic growth has favored the lowest sectors of the population, increasing their ownership
of goods.

Peru: Poverty and economic growth 2004 -2012
Total poverty Per capita
and extreme GDP (US$)
poverty (%)
80 — 58.7 —
55.6 6,625 7,000
70 — 6,000
60 —
— 5,000
50 —
— 4,000
40 —
— 3,000
30 —
20 — — 2,000
Il Per capita 10 — —1 ,000
M Extreme poverty
[ Total poverty 0 _| L 0
S";r;:;“‘“’ BCRP, MEF 2004 2005 2006 2007 2008 2009 2010 2011 2012
an
Peru: Homes owning consumer durables (Percentages)
2005 2012
Residential 28.5 29.4
telephone
Mobile phone 20.7 79.8
Cable television 10.3 33.4
Computer 8.8 30.5
Internet 3.7 22.4
connection
Radio 88.6 83.9
Television 69.0 80.3
Refrigerator 37.3 44.2
Bicycle 21.1 17.6
Motorcycle 2.6 12.8
Car/Van 7.8 10.4
Source: INEI
|

Doing Deals in Peru 2013 18




Il Poverty reduction
B 2005*
[ 2010*

% Poverty
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Latin America: People living in poverty (Percentages)
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Source: CEPAL and BCRP

(*)Bolivia: 2004;Chile: 2003.

(**)Bolivia: 2007; Chile and
Brazil: 2009.
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Likewise, economic growth has had notable effects on employment in Lima as well as in the other regions
of the country. The generation of quality employment has become one of the reasons for the progress of
the middle class in Peru. There is a consensus in Peru that the middle class is responsible for 60% of the
consumption of staple products, has driven the modernization of the private spending and distribution
channels and also has promoted the development of education and private health.

Peru: Urban Employment 2001 - 2011 (Percentage change)

Source: BCRP and MTPE

2002

2003
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2007

2008
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2010
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Peru: Employment Market 2006 - 2012 percentage of EAP’

60.0
55.3 ot

37.8

e Underemployment 35.4 33.0
= Employment
Source: MTPE and Scotiabank 2006 2007 2008 2009 2010 2011 2012** 2013**

(*)Economically active population
(**) Estimate Scotiabank.

Another important indicator of social progress is private consumption. In the last decade, private
consumption has shown a robust growth in the entire country, as a result of the dynamism of employment,
credit and high consumer confidence. Dynamism that is reflected in the increased sales of new family
vehicles, in the imports of consumer durables and in the demand for credit. The BCRP projects that private
consumption will increase by 5.7% during 2013, showing similar growth in 2014.

Peru: Private Consumption 2003 - 2012 (Annual growth rates)

8.7

8.3

Average
2003-2012: 6.0 6.4
5.6%

6.4

5.8 5.7 5.7

3.4

e e om report, March 2013, 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013* 2014*
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Peru: Number of debtors and debt by level 2005 - 2012 (Debtors in

thousands)

Debt level in US$

1.519

1.241
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509
2005 215
B 2012 92 44 .
Source: SBS 0 and 500 500 and 1,000 and 2,000 and 5,000 and 10,000 and More than
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Peru: Sales of family cars (Units)
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Il Annual growth rates
[ Durable consumer
goods

Peru: Imports of durable consumer goods 2003 - 2012 (FOB values

in US$ Millions)

FOB values in
US$ Millions

52.4

4,159

Source: Sunat and BCRP

2003 2004 2005 2006 2007 2008 2009 2010

2011 2012
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Records exports

Exports are another source of strength for Peru. In the last decade they reached record levels every year.
The maximum level recorded in 2011 of US$ 46,268 million exceeded by 7 times the amount of exports in
2000. The growth of the traditional exports was mainly driven by higher export prices and to a lesser extent
by the increase in the exported volume; while non-traditional products were mostly driven by the volume
of exports rather than by prices. Although in 2012 exports fell by 1.4% in a context of deceleration of the
growth in global trade, the BCRP expects a trajectory of recovery towards 2014, mainly as a result of the
entry into operation of copper mining projects.

Peru: Exports 2001 - 2012 (FOB Values in US$ Millions)

51,913
46,268 45,639 47,082

31,018

28,094 26,962

23,830

17,368
12,809
7026 T.714 9,091

Source: BCRP
(*) Estimated

by BCRP. 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013* 2014*

Peru: Exports Traditional products 2012 (US$ 34,247 Million)
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Source: BCRP and Sunat
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Peru: Exports Non-Traditional products 2012 (US$ 11,047 Million)

Other products
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Source: BCRP and Sunat

Peru: Exports by commercial partners 2012
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Foreign Direct Investment (FDI)

Peru has become one of the main investment options for long term foreign capital, thus in 2013 and for the
second consecutive year the BCRP expects it to exceed 20 billion dollars, of which 10.8 billion will come
from FDI, 6.1 billion from long term loans and 4.3 billion from foreign portfolio investments. In the case of
FDI confidence in Peru translates into the greater reinvestment of profits. Thus mining, the financial sector
and communications have been the main points of attraction. With regard to the origin of capital, Spain, the
United Kingdom and the United States concentrate 40% of the investment.

Peru, consistent with its trade liberalization and investment promotion model, in the last decade has signed
International Investment Agreements, such as those with the United States of America, Chile, Canada,
Singapore, Japan, People’s Republic of China, Colombia, Liechtenstein, the Republic of Korea, Mexico,
Norway and Panama. The BCRP estimates that for this year the flow of FDI will reach 10,846 million dollars.

Peru: Foreign Direct Investment 2003 - 2012 (US$ Millions)

12,240

10,841

1,335

e o eport, March 2013, 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013* 2014*

Peru: FDI as stock of capital contribution by country of origin (2012)
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Peru: FDI as stock of capital contribution by destination sector (2012)
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Financial strength

The sustainability of the current account deficit of the Balance of payments is another one of Peru’s
strengths. This sustainability is possible due to the external financing originating from long term capital
from the private sector, through direct investment in important investment projects and the additional
financing of local companies in the international debt markets. The BCRP estimates that by 2013, the long
term financial account will total 7.7% of GDP and 4.6% by 2014, and forecasts a current account deficit of
4% of GDP, in line with the growth in domestic demand; and, for 2014 it projects a current account deficit
of 3.9%.

Peru: Current account and private long-term capital flows 2005 -

2012 (Percentage of GDP)
10.3
9.9 10.1
9.0
8.0
6.7 6.7 6.9
Il Current Account I I I I
[ Private long-term capital
flows 20.6
25 -1.9
4.2 -3.6 -4.0 -3.9
Source: BCRP 2005 2006 2007 2008 2009 2010 2011 2012 2013* 2014*

(*) Inflation report, March 2013.

To Peru’s financial strength are added the high international reserves that reduce its external vulnerability
in the event of the abrupt reduction in external financing. According to the BCRP, the reserves represent
34% of GDP, and cover short term external debt more than 5 times and 95% of the total obligations of the
financial system with the private sector (total liquidity). In other words, Peru can comply with its current
and future debt service obligations without resorting to reprogramming or compromising its economic
growth.

Peru: Net International Reserves 2003-2012 (US$ Millions)

68,221

63,991

31,196 33,135

10,194

Source: BCRP 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 may-13

Doing Deals in Peru 2013 27




NIR /GDP: 2