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For 2019, we expect GDP to grow near potential in the three economies. Investment will be a key factor

GDP growth (% change yly) Total investment (% change ylfy) Inflation (% change yly)
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Although challenges remain, Andean economies are likely to continue standing out in the region
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Andean Economies: not as vulnerable as other EM. Overall, fundamentals seem healthy

Fiscal balance of the General Government (% of GDP) Current account balance (% of GDP)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2010 2011 2012 2013 2014 2015 2016 2017 2018
Brazil 27 25 -25 -30 -54 103 90 -78 -83 Turkey -58 -89 55 -67 47 -37 -38 -55 b4
Argentina 14 27 -30 -33 -43 -58 64 -65 -55 Argentina -04 10 -04 -21 16 -27 -27 -48 -51
South Africa -50 -41 -44 -43 -43 -48 -41 -45 -42 Colombia 31 29 32 33 52 64 -44 -33 -29
Turkey 34 07 18 15 -14 -13 23 -23 -29 South Africa -15 -22 -51 -59 -53 -44 -33 -23 -29
Peru 02 21 23 09 -03 -21 -26 -31 -28 Mexico 05 10 15 -24 18 -25 -21 -16 -1.9
Mexico -39 -34 37 37 -45 -40 -28 11 25 Peru 24 18 -28 -47 -44 -48 27 -13 1.8
Colombia 33 20 03 09 14 34 22 -24 -22 Brazil 34 29 30 -30 42 33 -13 -05 -6
Chile 05 13 06 -06 -16 -22 -27 -28 -1.8 Chile 14 16 -39 -40 16 23 -14 15 13
Inflation (%) International reserves / short term external debt + CAD

2010 2011 2012 2013 2014 2015 2016 2017 2018 2010 2011 2012 2013 2014 2015 2016 2017 2018
Argentina 266 380 269 411 248 3.7 Turkey 07 05 07 06 06 07 07 05 05
Turkey 64 104 62 74 82 88 85 119 109 Argentina 16 10 1.1 06 08 04 08 06 07
South Africa 35 62 5.7 5.4 53 53 6.7 47 56 South Africa 1.6 16 1.0 09 0.8 09 1.0 1.1 1.0
Brazil 59 65 58 59 64 107 63 29 39 Chle 22 13 13 14 19 21 24 18 A7
Coombia 31 37 24 20 37 69 58 41 31 '\B"fa"z":f 2‘2‘ gg ;; ;;‘ ;Z ;2 ig g: ii
Chile 29 44 15 29 47 44 27 23 27 ' ' ' ‘ ' ' ' ' :
Beri 21 47 26 29 32 44 32 14 25 Peru 44 52 45 41 39 38 47 56 59

- - - - - - - - . * The indicator reaches 2.8x if resources from the Credit Flexible Line of the IMF are included

Source: MF, BIS, Bloomberg, Credicorp Capital projections
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Despite the recent improvement, fiscal consolidation in the upcoming years remains a challenge

Peru

Colombia

Chile

tlamentatinn af alactronic invinicing 2anad Boanlk_lvaamnina

Reduction of Vexisting tax benefits and exemptions.
Simplification of the tax regimes of SMEs (RUS, RER, RMT).
Improvement in the simplification and determination of the Property and Vehicle taxes.

Ongoing reduction in the corporate income tax (2016: 40%, 2018: 37%, 2019: 33%).
Further reduction in the corporate income tax to 27%-28% (OECD average).
Broaden the base of the VAT to cover the complete basic basket, while setting a refund

mechanism for the poorest and most vulnerable sectors of the population.
Broaden the base of the personal income tax while setting a progressive rates scheme.

Reintegration of the corporate tax system in 2019 with an income tax rate of 27% (25% for
SMEs).

A 2-year transition period in which 50% of fixed assets investment will depreciate instantly and
the other 50% at an accelerated rate.

A 10% tax on digital platforms (excluding Uber and Cabify).

A 1-year period for declaration of assets held abroad with a preferential rate of 10%.

Proposals or under discussion in Congress.

1going implement
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PERU

Private spending will grow at the highest pace in six years during 2019
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Private spending (consumption and investment) will accelerate to a 6-year high in 2019

The expansion of activity in 1H18 surprised to the upside while factors such as the announcement of a faster-than-expected
investment execution of the Quellaveco copper project (estimated investment in the USD 1.0bn-1.3bn range for 2019) are positive

We expect a slight slowdown in activity ahead amid: i) weaker tailwinds from the international environment, ii) a projected
contraction of sub-national public investment after the regional elections to be held on October 7, iii) no favorable base effects
(anchovy catch will exceed 5 mn metric tons this year -the highest since 2011)

That said, private spending will accelerate and reach a 6-year high with private investment led by mining.

GDP (real % change yly) GDP and Private Spending (real % change)
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Private investment will grow around 6% in 2019, a 6-year high

= Private investment will accelerate from 4.5% in 2018 to 6.0% in 2019 primarily due to mining investment: Quellaveco, Mina Justa,
Tomocho’s expansion, Corani, Pampas del Pongo. It will advance at least 20% and could amount USD 6bn, a 4-year high

= Some other favorable indicators that suggest a positive inertia of the business cycle are: expectations to invest and hire personnel
have reached the highest levels since 2014, ii) vacancy rates in prime offices lied at 22.7% in 2Q18, the lowest level in 9 quarters,
iii) subprime offices demand has exceeded new openings in 2018, something unseen since 2012

= Private consumption will grow 3.6% in 2019 amid an improvement of the labor market. We expect GDP to expand 4.0% this year
and 3.7% in 2019

Main mining investment projects Social security contributions and mortgage loans (% change yly)
: ' Investment

Projec et (USD mn) vt s 250 1 === Social Security contributions (3 months mov. avg.)
ﬁ?::j\zz gzﬁg: ?ggg gg}g . ?gg : =====Number of mortgage loans (4 quarters mov. avg.)
Toromocho expansion Copper 1,355 2018 ’
Pampas del Pongo Iron 2,500 418 10.0 -
Corani Silver 585 4Q18 50 -
Quecher Main Gold 300 4Q18
Relaves B2 San Rafae Tin 200 118 ql 0.0
Zafranal Copper 1,160 1H19 ‘ 50 -
Lagunas Norte Gold 640 1H19 ‘ 100 -
Bayovar expansion Phosphetes 500 2H19 ‘ o
Magistrel Copper 480 2H19 ‘ -15.0 'N N e e g < w6 o6 6 © e oew
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Source: Minem, MacroResearch Source: SUNAT and SBS
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The BCRP will raise its policy rate to at least 3.50% by Dec-19

We expect inflation to accelerate from its current low level (1.1%) to around 2% as soon as in Oct-18 and close this and next year
around 2.5%. Recall that inflation posted negative prints of -0.02% m/m, -0.47% and -0.20% in Sep-17, Oct-17 and Nov-17

We foresee 12-months ahead inflation expectations to gradually accelerate by the end of the year and during 1Q19 (currently:
2.33%) as 2019 becomes more relevant within the forecast horizon

We think that the monetary authority will start to evaluate rate hikes once inflation stabilizes around 2%, which we expect to occur
during 4Q18. The reference rate currently stands well below its neutral level of 3.75%.

Headline inflation and 12-month ahead inflation expectations (%) BCRP hiking cycles (excludes the 2010 normalization process)

50 - = |nflation

45 e — BCRP hiking cycles  Duration BCRPRate Increases Consecutive
;:g : First last ~ (#months) Initial*  Final  (#hikes)  hikes (#)
30 - Aug-04 Oct-04 3 2.50 3.00 2 0
- Dec-05  Map06 6 300 4% 6 6

15 1 Jul-07 Sep-08 15 4.50 6.50 8 4
el anl Mayll 5 300 4% 5 5

00 4 3

Sep-15 Feb-16 6 325 425

282578808 253888252888235288 *Level prior to the first hike

Source: INEl, BCRP, MacroResearch Source: BCRP, MacroResearch
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The fiscal deficit will stand below the figures expected by the Ministry of Finance

= The annualized fiscal deficit stands at 2.2% of GDP, below the 3.0% expected by the MoF. The decline of the fiscal deficit has
responded almost entirely to higher revenues, which have increased from 18.0% of GDP in 2017 to 19.1% of GDP

= To increase structural fiscal revenues is key. In addition to the Excise Tax hike in May-18 (vehicles, alcohol, cigars, sugar
beverages, etc.), the MoF aims to rise revenues by 1.1% of GDP: i) anti-elusive norm to tackle tax avoidance, ii) norms to reduce
tax evasion (mass usage of electronic bills), and iii) in coordination with Congress, rationalizing the existing tax benefits

= \We expect that the fiscal deficit will stand at 2.5% of GDP this year and 2.3% of GDP in 2019, lower than the MoF estimates (3.0%
and 2.7% of GDP). These figures could be even lower if there is an under-execution of public investment

Economic Result of the Non-Financial Public Sector 2018/21 (% of GDP)
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We hold our FX estimate at PEN 3.25-3.30 for this year and PEN 3.30-3.35 for 2019

We expect that the annualized trade surplus will descend from almost USD 8bn currently to USD 7bn by year-end, mostly due to a
more moderate advance of exports

We hold our CAD forecast at 1.8% of GDP for this year (4-quarter rolling as of 2Q18: 1.4%) and 2.0% of GDP for 2019. FDI inflows
will accelerate and continue to finance the CAD amid projects such as Quellaveco, Mina Justa, Tomocho’s expansion, Corani, etc.

We expect an FX range between PEN 3.25-3.30 for this year and PEN 3.30-3.35 for 2019. Our view responds to lower trade flows
next year as well as higher international rates due to the monetary policy normalization in the US

Exports (% change yly, 4-quarters-rolling) USDPEN: effective and fitted values 1/

40.0 A . 3.7 1
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Source: BCRP, MacroResearch Source: MacroResearch. 1/ Modelas a function of trade balance, key rate spread, DXY and Peru’s CDS.
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Peru: balance of risks and factors to watch

Positives

v Peru could remain the most dynamic economy in the
region

v’ Private spending will expand more than 4% in 2019 (the
highest figure in six years) due to mining investment and

Negatives

Challenging external environment (higher rates, lower
growth from trade partners)

Expected contraction of sub-national public investment in
1H19 (it fell almost 40% y/y in 1H11 and 1H15).

consumption _ _
- Withdrawal of the monetary stimulus

v Cyclical recovery will play a key role in overall activity - - " ", —
- o favorable base effect, after ifo in

v’ Private spending will accelerate this year and in 2019

v’ Fiscal consolidation has been faster than expected so far
(lower fiscal deficit and public debt below 25% of GDP in
2Q18)
v High international reserves (~28% of GDP)
Factors to watch

Evolution of the political scenario

Public spending after local and regional authorities are elected.

El Nifio reconstruction.

Financial volatility and trade tensions from the external environment

31
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Peru: Credicorp Capital Forecasts

Peru
Rating (outlook): BBB+ (s)/ A3 (s)/ BBB+ (s 2010 2011 2012 2013 2014 2015 2016 2017 2018F 2019F
Economic activity
Nominal GDP (USD mn) 148,925 171,000 193,182 202,134 202,253 191,600 194,817 214,452 230,506 243,222
GDP per capita (USD) 5,048 5,738 6,418 6,627 6,567 6,141 6,185 6,744 7,159 7,484
Real GDP (y/y) 85 6.5 6.0 58 2.4 3.3 4.0 25 4.0 3.7
Real domestic demand (y/y) 14.9 7.8 7.3 7.2 22 29 1.1 1.4 4.0 38
Real total consumption (y/y) 85 6.9 75 59 4.2 4.9 2.8 22 31 34
Real private consumption (y/y) 9.1 o, 7.4 5.7 3.9 4.0 3.3 25 3.3 36
Real public consumption (y/y) 56 4.8 8.1 6.7 6.0 9.8 0.2 0.2 1.9 20
Real gross investment (y/y) 232 6.0 16.3 7.9 -2.0 5.2 -4.4 -0.3 4.4 48
Real private investment (y/y) 258 11.0 156 71 -2.2 -4.2 -5.4 0.2 45 6.0
Real public investment (y/y) 15.0 -11.2 195 11.1 -1.1 -9.5 -0.2 -2.3 3.5 -05
Gross investment (% of GDP) 249 23.9 258 26.7 259 245 22.8 21.7 21.7 220
Real exports (y/y) 1.2 6.1 59 -0.6 -0.6 3.9 9.4 7.8 4.1 3.7
Real imports (y/y) 259 1.4 11.1 4.2 -1.4 2.4 -2.2 41 4.3 4.2
Unemployment rate 1/ (%) 7.2 7.0 5.6 5.7 5.6 57 6.2 6.9 6.7 6.5
Inflation (%, eop) 21 4.7 26 29 3.2 4.4 3.2 1.4 25 25
Inflation (%, average) 15 3.4 37 2.8 3.3 36 3.6 28 20 25
Core Inflation (%, eop) 1.4 2.4 1.9 3.0 25 35 29 21 2.0 25
Reference rate (%, eop) 3.00 4.25 4.25 4.00 3.50 3.75 4.25 3.25 2.75 3.50
Non-financial public sector's fiscal balance (% of GDP) -0.2 2.1 23 0.9 -0.3 21 -2.6 -3.1 -2.5 -2.3
Non-financial public sector's structural balance (% of GDP) -1.1 0.3 0.7 -0.3 -1.1 -1.9 2.5 -3.0 -2.5 -2.3
Non-financial public sector's gross debt (% of GDP) 24.4 223 20.8 20.0 201 23.0 23.6 24.8 255 26.5
Non-financial public sector's net debt (% of GDP) 1238 8.7 5.0 3.8 4.0 6.6 7.9 9.5 11.2 13.2
Trade Balance (USD mn) 6,988 9,224 6,393 504 -1,509 -2,916 1,953 6,571 7,000 6,000
Exports (USD mn) 35,803 46,376 47 .41 42,861 39,533 34,414 37,082 45,275 50,200 52,500
Imports (USD mn) 28,815 37,152 41,018 42,356 41,042 37,331 35,128 38,704 43,200 46,500
Current account balance (USD mn) -3,569 -2,990 -5,388 -9,387 -8,925 -9,169 -5,239 -2,414 -4,108 -4,864
(% of GDP) -2.4 -1.7 -28 -4.6 -4.4 -4.8 -2.7 -1.1 -1.8 -2.0
FDI (net, USD mn) 8,189 7,194 11,710 9,663 3,640 8,144 6,560 6,507 6,803 7,213
International Reserves (USD mn) 44,105 48,816 63,991 65,663 62,308 61,485 61,686 63,621 62,600 64,400
Total external debt (% of GDP) 295 28.1 30.8 30.0 34.2 38.2 38.3 35.9 34.7 35.2
Exchange Rate (eop) 2.81 2.70 255 2.80 298 3.41 3.36 324 3.25-3.30 3.30-3.35
Exchange Rate (average) 2.83 2.75 2.63 2.70 2.84 3.19 3.38 3.26 3.25-3.30 3.30-3.35

Source: INEl, BCR, BCP/Credicorp Capital estimations
1/ Metropolitan Lima
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Important disclosures

This report is property of Credicorp Capital S.A. Corredores de Bolsa and/or Credicorp Capital Colombia S.A Sociedad Comisionista de Bolsa and/or Credicorp Capital S.AA. and/or its subsidiaries (hereinafter jointly called
“Credicorp Capital’), therefore, no part of this the material or its content, nor any copy of it may altered in any way, transmitted, copied or distributed to any third party without prior and express written consent of Credicorp
Capital.

In making this report, Credicorp Capital has relied on information from public sources. Credicorp Capital has not verified the truthfulness, completeness or accuracy of the information accessed, nor has audit the information in
any way. Accordingly, this report does not constitute a statement, assertion or guarantee (express or implied) as to the truth, accuracy or completeness of the information contained herein or any other written or oral information
furnished to any person and/or their advisors.

Unless otherwise stated, the information used in this report is confidential, nor is privileged information that may mean the violation of the rules of the stock market, or that it could mean failure to comply with copyright legislation.

This report is not intended and shall not be understood in any way as to: a) predict the future or guarantee a specific financial result. b) ensure the fulfillment of the scenarios described in it. ¢) an investment advice or opinion that
could be considered as Credicorp Capital recommendations.

The information contained in this report is only for referential purposes. While reading it, you should consider that the information contained in this report may be oriented to a specific segment of clients or investors, with a certain
risk profile that may not be yours.

Unless otherwise stated, this report does not contain investment recommendations or other suggestions that may be understood to be given under the stock market intermediaries’ special duty to clients classified as investors.
When recommendations are made, the report will clearly specify the investors risk profile to which the recommendation is intended. Credicorp Capital can seek and/or conduct business with companies that are mentioned in the
report, and they can also execute buying and selling transactions of shares that are mentioned.

It is important to state that the fluctuation in exchanges rates can have adverse effects on investments values.
It is client responsibility to determine how to use of the information contained in this report. Hence, he is the sole responsible for investment decisions or any other operation he might perform in the stock market based on this
report. In other words, the investment or operation result made by the client using the information contained in this report is of its sole responsibility. Credicorp Capital does not assume any responsibility, obligation or duty for any

action or omission derived from the use of this document.

Credicorp Capital recommends to their clients to ask for professional advice from financial, legal, accounting, tax experts before adopting an investment decision. Under no circumstances the information contained in this report
may be considered as a financial, legal, accounting or taxation opinion, neither as a recommendation or investment advice.
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