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Foreword

 According to the Peruvian Constitution, the Central Reserve Bank of Peru (BCRP) is a 
public autonomous entity whose role is to preserve monetary stability. 

 In order to consolidate this goal, the Bank’s monetary policy is based on an inflation 
targeting scheme, with an inflation target of 2.0 percent, plus or minus one percentage 
point (between 1.0 percent and 3.0 percent). The Central Bank’s inflation target is 
aimed at anchoring inflation expectations at a similar level to the inflation rate in 
developed countries and reflects the BCRP’s permanent commitment with monetary 
stability.

 Compliance with the inflation target is continuously evaluated; that is, the Central 
Bank considers the accumulated rate of inflation in each month and not only at 
year’s end. In the event of any deviation of inflation from the target, the Central 
Bank implements the necessary measures to return inflation to the target considering 
monetary policy lags and the existence of supply shocks on prices that are beyond 
the control of monetary policy. 

 Each month, and according to a previously announced schedule, the Board of the 
BCRP approves a reference rate for the interbank lending market. This interest rate 
affects the entire array of domestic economic variables and inflation through several 
channels in different timeframes and, therefore, this rate has to be determined on the 
basis of macroeconomic forecasts and simulations.

 The forecasts based on which monetary policy decisions are made are disseminated 
to generate the public’s understanding of the consistency of the decisions adopted 
and to ensure that economic agents’ expectations take these forecasts into account. 
The Central Bank also disseminates the studies analyzing the risk factors that may 
cause deviations in the forecasts of the economic variables considered. 

 This Inflation Report analyzes the evolution of the main economic developments 
observed in the first ten months of 2009. The forecast scenario analyzed herein 
is consistent with monetary policy lags during the 2009-2011 macroeconomic 
horizon.

 The Central Bank will publish its next Inflation Report in March 2010.
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Summary

i. As stated in our Inflation Report of September, several macroeconomic and 
financial indicators reflected that the global economy had started showing 
some signals of recovery. Since these favorable results continued to be 
observed during the fourth quarter of this year, the recovery phase of the 
economic cycle would have already started. Financial markets began to 
stabilize as risk aversion and investors’ confidence returned to pre-crisis levels, 
and the volume of trade started growing again due to the increase of global 
demand and the higher prices observed in the commodities market. In this 
scenario, several economies in different regions of the world showed positive 
growth rates during the third quarter, although growth was more moderate in 
developed countries and more intense in emerging countries.

ii. The end of the recessive cycle and the beginning of recovery reflect, to a 
great extent, the efforts developed by governments through several fiscal 
stimuli, liquidity injection, and interest rate cut plans. Even though some 
risks associated with the recovery of employment and private consumption 
remain in developed countries, markets’ attention would focus from now on 
how to start withdrawing fiscal and monetary stimulus. Most central banks 
have decided not to continue reducing reference interest rates and some 
have even decided to raise their rates in the last months.

iii. In this context, global GDP is expected to drop 1.0 percent and a faster recovery 
is projected in 2010 and 2011, with growth rates of 3.3 and 3.8 percent, 
respectively.

iv. Although several indicators of domestic economic activity started showing 
positive signals of recovery in Q3, growth in the first 9 months of the year was 
marked by the process of inventory adjustment and by the evolution of private 
investment, which was affected by the re-profiling of the implementation of 
several investment projects. Public investment, on the other hand, would grow 
at a lower rate than forecasted in our Inflation Report of September, while 
exports, especially non traditional exports, continued being affected by global 
trade which has started showing a stronger recovery in the last months of the 
year.

 Considering these elements, the forecast on GDP growth in 2009 has been 
revised from 1.8 to 1.0 percent. Growth rates of 5.5 percent are projected for 
2010 and 2011. This level of growth is consistent with the maintenance of the 
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Economic Stimulus Plan, a recovery of private spending, and the international 
environment. 

v. As pointed out in the Inflation Report of September, last 12 month-inflation 
would continue below the target range until the first months of 2010 mainly 
due to the reversal of the transitory supply factors that affected the economy 
last year. Thus, accumulated last 12 month-inflation at November recorded 0.3 
percent after having reached 6.7 percent at December 2008.

 Inflation would continue gradually increasing in the next months, returning to 
the inflation target towards Q2-2010 and would remain around the central level 
of the target during the rest of the forecast horizon. This projection is consistent 
with the recovery path of economic activity in which the output gap would 
continue closing in the forecast horizon, with inflation expectations around the 
inflation target, with a lack of significant external inflationary pressures given 
the gradual recovery of the world economy, and with normal conditions of food 
supply considering a “moderate” El Niño event.

vi. The Central Bank has maintained a loose monetary policy stance, keeping its 
reference rate at historical minimum levels (1.25 percent) since August, and 
using liquidity injection operations and the reduction of maturity terms to 
reinforce the expansionary impulse of monetary policy. 

 These monetary actions have allowed the reduction of interest rates in the 
financial system, as well as the reduction of the rates of long term Treasury bonds 
and corporate bonds. As a result, credit has continued growing significantly, 
especially in the case of credit for micro businesses, commercial credit and 
mortgages. 

 As pointed out in the last communiqué on the Monetary Program, no new 
adjustments are foreseen in the reference rate unless important changes are 
observed in terms of inflation forecasts and inflation determinants.

vii. Because of the higher prices of export commodities and the drop of imports, 
the current account deficit of the balance of payments of 2009 has declined 
significantly compared to the one forecasted in our September Report. In 
these conditions, international reserves have increased from a balance of 
US$ 32,130 million at end August to a balance of US$ 33,428 million in 
November.

 Considering the result of the first 9 months of the year, the forecasted current 
account deficit of the balance of payments has been revised downwards from 
2.1 to 0.6 percent for 2009. Likewise, the forecasted current account deficits for 
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2010 and 2011 have also been revised downwards to 0.7 and 1.2 percent of 
GDP, respectively.

viii. In 2010 the public sector is expected to continue developing the fiscal stimulus 
plan in order to continue transitorily boosting domestic demand through 
an active spending policy. However, the evolution of public investment 
expenditure in the last months allows foreseeing that the estimate considered 
in the Multiannual Macroeconomic Framework (MMF) published in August 
will not be reached and that the fiscal impulse will be lower than the one 
considered in the Inflation Report of September. Therefore, the forecasted 
deficit for this year has been revised from 2.0 to 1.5 percent. The estimates for 
the next two years remain unchanged (1.6 and 1.2 percent in 2010 and 2011, 
respectively).

ix. Given the macroeconomic context, the forecasts are still subject to a high 
level of uncertainty, although slightly lower than in our last report. The main 
risks that could cause inflation to deviate from the central scenario include the 
following:

Deterioration of the world economy. The baseline scenario considers that 
the global economy has started recovering. However, the probability that 
growth would be even slower or the risk of experiencing a downturn in the 
recovery still remains (the main risks are associated with a slow evolution 
of consumption in developed countries, with the strategy used to withdraw 
monetary and fiscal stimulus, and with a lower than expected growth in China, 
among other factors). This risk would imply lower rates of growth and inflation 
than the ones considered in the baseline scenario.

  In this risk scenario, monetary policy would maintain a monetary stimulus 
stance for a longer period of time. 

Greater impulse of domestic demand. The forecast scenario considers a 
context of recovery in domestic activity, supported mainly by the growth 
of public and private spending. However, if private and public consumption 
expenditure increased significantly, monetary stimulus would be reduced 
faster.

Constraints in the supply of electricity: the deceleration of demand for 
electricity and the expansion of the supply of electricity generation during the 
year have reduced upward pressures on electricity rates in the short term. 
However, there is a slight risk of having upward pressures in 2011 should 
adverse climatic factors (severe drought) occur given the expected recovery 
of growth if the effective increase of energy supply is delayed. 
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INFLATION FORECAST
(12-month % change)
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  This factor would only imply changes in monetary policy if this affects inflation 
expectations. 

x. The inflation forecast goes from a downward bias to a neutral balance.
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I. International environment

1. Indicators of economic activity in industrialized economies at Q3-2009 
confirm the recovery of growth and the possibility of positive growth rates in 
2010. However, the pace of productive growth in these economies next year 
would be far from the one recorded in the years prior to the recent financial 
crisis. This characteristic of the recovery would be associated with the weak 
dynamism of credit resulting from the still affected position of financial 
entities’ capital in developed countries, as well as with the poor performance 
of the labor market which will generate a lower impulse in consumption 
expenditure.

 

Global growth

2. The forecast on global growth in 2009 has been revised upwards from -1.3 to 
-1.0 percent due to the better result expected in the United States (from -2.7 to 
-2.5 percent) and in developing countries (from 1.6 to 1.8 percent), particularly 
China.

 The outlook for global growth in 2010 and 2011 remains favorable, with growth 
rates revised also on the upside: from 3.0 to 3.3 percent in 2010 and from 3.7 
to 3.8 percent in 2011.

Graph 1
GDP ANNUAL GROWTH RATE
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3. Indicators reflecting the international economic recovery include the following:

 a. The Purchasing Managers Index (PMI), the leading indicator of international 
manufacturing activity elaborated by JPMorgan, has followed the upward 
trend initiated at its lowest point in December 2008 (33.7 points, in a scale 
where an index of less than 50 points indicates a drop of activity). The 
PMI of international manufacturing reached 54.4 in October, falling in the 
growth tranche since August. The international PMI components recording 
the greatest recovery are those associated with the level of output and new 
orders, which have showed higher levels than the ones observed prior to 
the deepening of the crisis in September 2008.

TABLE 1
WORLD ECONOMIC GROWTH FORECAST

(Annual % change)
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 b. This better global scenario is also reflected in the recovery of world trade 
after the severe contraction observed in Q4-2008. Compared with the 
same month in the previous year, the drop of trade has declined from 33 
percent in February 2009 to 18 percent in September 2009. Likewise, the 
prices of most commodities continued showing an upward trend.

Graph 2
GLOBAL MANUFACTURING PMI (*)
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 c. The commitment of maintaining significant fiscal and monetary policy 
stimuli and of coordinately implementing actions when it was necessary 
to revert them, has favored not only the reduction of risk aversion 
in markets, but also more favorable expectations on the recovery of 
activity.

4. Developed economies have been favored by the reversal of the inventory cycle, 
by some stabilization of consumption, and by better financial conditions as-
sociated with high liquidity. Economic activity in the United States grew at an 
annualized rate of 2.8 percent in Q3 (or -2.5 percent compared with Q3-2008), 
which constituted the first positive rate in six quarters. Private consumption, 
representing 70 percent of GDP, was the most dynamic component, although 
part of this result is explained by the program of incentives for car purchases, 
whose impact is estimated at 1 percentage point. 

 However, these positive results have been limited by the persistence of 
unfavorable conditions in the labor market and by the slow normalization 
of the credit market. The rate of unemployment has continued increasing 
and reached 10.0 percent –the highest rate in 26 years– and the number of 
lost jobs has accumulated 7.2 million between January 2008 and November 
2009.

 In line with this evolution, after recording a contraction of 2.5 percent in 2009, 
the U.S. economy is expected to grow 2.6 percent in 2010 and 2.9 percent in 
2011.

Graph 4
WORLD EXPORTS
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Graph 5
CONTRIBUTION OF INVENTORY ADJUSTMENT TO GDP GROWTH
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Graph 7
USA REAL ESTATE MARKET: PRICE AND INVENTORIES
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Graph 6
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 The Euroarea also showed a favorable evolution since Q3 when GDP grew at an 
annualized rate of 1.6 percent (or -4.1 percent relative to Q3-2008). The largest 
economies were favored by the recovery of the export sector (particularly in 
Germany where it grew 2.8 percent) and by some improvement in consumption 
(in part explained by the car purchase program and by tax reductions). In sector 
terms, this improvement is reflected in the increase of industrial production. 
However, other economies in the Euroarea, particularly Spain, are still affected 
by high rates of unemployment and by the real estate crisis. 

 Because of these recent developments, the forecast on growth in the Euroarea has 
been revised from -3.9 to -4.0 percent compared with the previous Inflation Report 
(this revision considers a worse-than-expected execution in the first semester). A 
recovery of 0.9 and 1.5 percent is expected for 2010 and 2011, respectively.

 Japan recorded an annualized growth of 1.3 percent (or -5.1 percent compared 
with Q3-2008) and is expected to maintain this evolution (although with lower 
rates) in the next quarters. The reversal of the destocking process and the recovery 
of consumption (favored by the low rates of unemployment in comparison with 
the rest of developed economies) are expected to continue contributing positively 
to growth. Other factors contributing to this include the recovery of the export 
sector (thanks to the impulse of other Asian economies) and of private fixed 
investment, even though the latter would recover at a slower pace.

5. Emerging economies also show better prospects.  Among them, the evolution 
of China stands out. Its projected results have been progressively revised up-
wards in line with executed data: in Q3 GDP grew 8.9 percent, showing a simi-
lar rate to the average one achieved in the last decade. This growth is based on 
the fiscal stimulus package, and particularly on spending in infrastructure and 
the recovery of the export sector. China’s economy would grow 8.3 percent in 
2009 and 9 percent in the next two years.

	TABLE 2
.�,��/34�5(�:;�(<=:35�=>
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 The evolution of developed economies and China has had a positive impact on 
other emerging economies, particularly Asian and Latin American countries. 
Most of the Asian emerging economies are recovering from the drastic 
contraction of Q4. This is especially the case of those countries with more 
developed economies and intensive exports of manufactured products. Thus, 
the most developed and open economies of East Asia –Hong Kong, Korea, 
Singapore, and Taiwan– are recording high growth rates, favored also by the 
application of fiscal stimulus programs.

Graph 8
INDUSTRIAL PRODUCTION IN CHINA: 2007 - NOVEMBER 2009

(12-month % change)
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 Latin American economies have been favored by the higher prices of 
commodities, stimulus packages, and the reversal of the inventory cycle. As 
illustrated in the graph below, after experiencing contractions in their activity 
levels since the last quarter of 2008, most economies have started recovering. It 
is estimated that the region would record a contraction of 2.2 percent, recovering 
thereafter and growing at rates of over 3 percent in the following years. 

 European emerging economies, on the other hand, show less favorable pros-
pects than other regions. After recording their greatest contractions in 2009, 
these economies would show a slight recovery in 2010 since they would still 
be affected by the financial markets’ constraints. Even though still low, growth 
would be positive in the economies strongly connected with Russia, and par-
ticularly in energy exporting countries, which would be favored by the recent 
evolution of international prices.

Graph 9
EVOLUTION OF LATIN AMERICA GDP

(Seasonally-adjusted data. Q4-07=100)
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Graph 10
MANUFACTURING INDEX
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Financial markets

6. The favorable results observed in terms of global economic activity have led to 
a change in the decisions of most central banks which reduced significantly their 
interest rates in the first half of the year. In the last months, most central banks 
have maintained their interest rates and some central banks –such as the central 
banks of Israel, Australia, and Norway– have even started to gradually withdraw 
their monetary stimulus.

 Simultaneously, fiscal policy has contributed, at the international level, to stimu-
late activity with the purpose of compensating the weakness of private demand 
for goods and services.

Graph 11
REUTERS COMMODITY INDEX
CRB: Commodity Research Bureau

Source: Bloomberg.
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ANNOUNCED FISCAL STIMULUS 2008-2010
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Source: FMI.
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7. International financial markets continued improving significantly as a result of 
the series of measures implemented by the main central banks, the progressive 
reduction of risk aversion to levels similar to the ones observed prior to the 
crisis, and the recovery of investors’ confidence.

 The rapid improvement of the money market observed since Q2 added onto 
the recovery of the higher risk assets markets (such as stock and bond markets). 
The progress obtained by the assets purchase programs developed by the main 
central banks has also contributed to the recovery of the main credit markets 
and, in the particular case of the United States, to the reduction of long term rates 
(such as mortgage rates). However, despite these better financial conditions, 
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the bank market has remained constrained and the recovery observed in the 
securitization and derivatives market has not been very significant in comparison 
with the conditions observed before the crisis.

8. The main bourses have shown significant rises since Q2. Fixed income markets 
(corporate bonds in developed economies and sovereign bonds in emerging 
economies) also showed a favorable evolution that reflected in the increase of 
placements and the reduction of credit spreads. 

Graph 13
TED SPREAD (%)

Source: Bloomberg.
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EMERGING BONDS SPREAD: EMBIG (PBS)

Source: Bloomberg.
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9. A rapid recovery of liquidity in markets and the lower demand –and subsequent 
deactivation– for the extraordinary credit lines offered by the main developed 
central banks was observed since Q2.  The progress achieved by the assets 
purchase programs –Quantitative Easing or QE– has contributed to prevent 
the rise of long term interest rates (and has influenced their reduction in some 
tranches), given that the purchases of central banks have been coupled by a 
strong issuance of bonds to finance fiscal stimulus and financial bailouts. The 
pace of purchases has been declining since mid-November and is expected to 
end in March 2010

 Thus, for example, the Federal Reserve (FED) culminated the program of 
purchases of Treasury bonds (US$ 300 billion) at end October and progress is 

Graph 15
AVERAGE STOCK EXCHANGE INDEX (2007=100)
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Source: Bloomberg.
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being made with the program of purchases of mortgages and derivatives (US$ 
175 billion and US$ 1.25 trillion, respectively) which would end at the close 
of Q1-2010. Among other progress made in this sense, it should be pointed 
out that the Bank of England (BoE) increased, in its November meeting, the 
purchases of British Treasury bonds by £ 25 billion (from £ 175 to 200 billion) 
for the following 3 months.

10. Nonetheless, in contrast with fixed and variable income markets, bank credit is still 
stagnated. Although the survey on bank credit conditions of the BoE, European 
Central Bank (ECB) and FED (at Q3 of the year) coincide in showing lower constraints 
in the credit standards required by banks (even though they are still higher than 
the levels prior to the crisis), the supply of bank credit is still stagnated in all the 
segments. The delay of the normalization of bank credit is generating risks to 
growth and increasing uncertainty about the dynamism that consumption will 
have after all the monetary and fiscal support programs are withdrawn. 

 The slow progress of the bank restructuring plans would account for the lack 
of recovery of credit in developed countries. The permanence of toxic assets 
in banks’ balance sheets influences the deleveraging of the institutions and 
prevents the reactivation of credit. This situation is still worse if one considers 
the potential credit losses that banks have still not acknowledged.

Foreign exchange markets: depreciation of the dollar

11. Lower risk aversion and the low interest rates in the United States have led 
the dollar to maintain a depreciatory trend. In end-period terms, between 
September and November 2009, the dollar depreciated 2.8 percent against 

Graph 17
USA: COMMERCIAL BANKS’ LOANS

Source: FED.

-20

-15

-10

-5

0

5

10

15

20

25

30

Jan-07 Apr-07 Jul-07 Oct-07 Jan-08 Apr-08 Jul-08 Oct-08 Dec-08 Apr-09 Jul-09 Sep-09

12
-m

on
th

 %
 c

ha
ng

e

Total loans Commercial loans

Mortgage Consumer loans



23

��� ��� �	�
��
	�� � 
 
���������	

�

the euro and 2.3 percent against the yen. Compared with December 2008, 
the dollar accumulates a depreciation of 6.8 against the euro and 4.7 percent 
against the yen. Year-to-date, most of the currencies of emerging markets have 
appreciated between 1.7 percent (Malaysia) and 24 percent (Brazil) given the 
greater flow of capitals and the higher prices of main commodities.

 This trend which intensified during the last quarter has even led U.S. authorities 
and several organizations to pronounce themselves in favor of a greater 
flexibilization of exchange in Asia that would also promote a more balanced 
growth. For example, the IMF said it was necessary to implement a series of 

Graph 18
US DOLLAR: FED CURRENCY BASKET (MONETARY UNITS PER US DOLLAR) 1/

1/ Currency basket of the main US commercial partners.
Source: Bloomberg and FED.

80 

85 

90 

95 

100 

105 

110 

115 

Jan-07 Jun-07 Nov-07 Apr-08 Sep-08 Feb-09 Jul-09 Dec-09 

Dollar FED currency basket Peru (Soles / US$) 

Index
2007=100 

Graph 19
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reforms in the countries more involved with global imbalances. Among other 
reforms, this would include currency strengthening, as in the case of the Chinese 
yuan. In this sense, the last quarterly monetary policy report of the Central 
Bank of China says that the exchange policy will take into account the current 
dynamism of capital flows, as well as the evolution of the main currencies of 
the world, although some official declarations do not show the same favorable 
position in terms of an appreciation of the yuan.

BOX 1
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GLOBAL IMBALANCE

The recovery of global economic activity is highly correlated with the growth of consumption, saving, 
���
 
�#��	���	
 
�
 	X�
��
 	��
 ������	
������
��
��
 	��
X����N
 	��
/�
	��
0	�	��
 [	��
X����_�
���	

��������
X�
��
���
�
���
���
UH'
��
/0`
%*
	�
��
��
�	
�������
��
��X��
���
	�
	����\
���
?�
��

[	��
������
������	
��������
X�
��
���
�
���
���
UH'
�����
	�
/0`
�
	�
��
��
�	
�������
��
��X��

parity terms)�$

On the one hand, the great imbalances in the level of indebtedness of the public sector and 
����������

�
	��
/�
	��
0	�	��
���#��	

�����
��
	��	
	��
����#���
��
	��
��	��
��
�����	
�
�����
��

will allow private and public expenditure to guarantee rates of economic growth similar to the ones 
�����#��
������
���-$
��
 	��
�	���
 �����
?�
��_�
 �
��
 ��#��
 ��
 �����	
�
 ��#
��
 ����	��
��
 	��

������
�
	�
��
�
����	��
������
��
��
��������
�����
��

�
	�
�
����	��$
Z���������
	��
����#���
��


2010 INFLATION FORECAST
(12-month % change)

Source: Consensus Forecast.

0.0 

0.5 

1.0 

1.5 

2.0 

2.5 

3.0 

Israel Australia Norway

Aug. 09 Nov. 09 

�

 Z��
/$0$
�������
��������	�
��
������	
��
������
UH'�
X�
��
?�
��_�
�������
��������	�
%�
������	$$



27

��� ��� �	�
��
	�� � 
 
���������	

�

	��
������
�������
������
��
������	��
;��
��
�
����
�������	
��

�
?�
��
���
�
����
��#
��

�

	��
/�
	��
0	�	��$


Z�
�
���������
����������
��
	��
��	��
��
��#
��
���
�������	
��
��	X���
	��
/�
	��
0	�	��
���

China would also imply a re-balance in the current account of the balance of payments of these 
����	�
��$
Z��
/�
	��
0	�	��
X����
	���
	�
������

	�
��	�����
����
	
���
	����

	�
����������
��

the use of other countries’ saving, while China would tend to reduce its external surplus and its 
������	
��
��
��#
��
���
�	���
����	�
��$

Z��
��������
��	�
��
?�
��_�
��������
�����
��
�����	
��
����

�
	�
�
������
����������$
Z��
����
��


��
?�
����
����
���
���
�
����
���
���
���
	�
��
+$-*
����
���
������
�
���
=���
���-
��	�����

	��
��������
��	�
��
�	���
�������
��

�
	��
X����
���
��	
	��
������
���	��	��$
Z�
�
����
��������

��	�
���
����	
������
��	�����
���������
��#�
����X��
	��
��������	
��
��
�
��
����	

�	����	
����

�����#��
X�
��

�
	���
����	�
�
z�
�
	�

�

�	����	
����
�����
��
���!�	�$

CURRENT ACCOUNT: USA AND CHINA (% OF GDP)

Source: FMI.
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In a context of appreciation of other currencies against the dollar, this steady dollar-yuan exchange 
rate in China affects the process of global adjustment favoring China’s competitive position vis-
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efforts to other countries has created pressures for compensatory measures in the economies 
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ACUMMULATED EVOLUTION OF THE EXCHANGE RATE: JAN 1, 09 TO NOV 30, 09
(Monetary units per renmimbi)

Source: Bloomberg.

-25.0% -20.0% -15.0% -10.0% -5.0% 0.0% 5.0% 10.0% 

Brazilian real

Chilean peso

Canadian dollar

British pound

Colombian peso

Nuevo Sol 

Korean won

Euro 

Swiss franc

Mexican peso

Japanese yen

Indian rupee

Malaysian ringgit

Turkish lira

US dollar

(-) Depreciation of the Renminbi (+) Appreciation of the 
renmimbi 



29

��� ��� �	�
��
	�� � 
 
���������	

�

II. Economic activity

12. Between January and September of this year GDP grew 0.1 percent. This result 
was influenced by the drop of domestic demand by 3.9 percent –private 
investment dropped 14.9 percent– and by the drop of the flow of inventories 
–from 2.1 to -1.4 percent of GDP–, as well as by the reduction of external 
demand by 3.1 percent as a result of global recession. Private consumption 
grew 2.4 percent and, on the side of public spending, the growth of public 
investment played a counter cyclical role.

13. Excluding the effect of seasonality, economic activity showed a strong recovery 
in Q3 –in contrast with the contraction observed during the first half of the year– 
that shows that the effects of the international financial crisis on the Peruvian 
economy have dissipated. Moreover, employment and private consumption 
have remained stable throughout the year. In contrast, private investment has 
dropped continuously since Q3-2008.
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Graph 20
GDP: SEASONALLY ADJUSTED DATA

(Annualized % change relative to the same quarter one year earlier)
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Graph 21
PRODUCTION AND EMPLOYMENT: SEASONALLY ADJUSTED DATA
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14. The forecast on GDP in 2009 has been lowered from 1.8 to 1.0 percent, mainly 
as a result of the effect of higher decline of private investment (from -10.3 
to -15.3 percent), the lower growth of public investment (from 40.0 to 21.0 
percent), and the higher drop of inventories.

15. Private investment in 2009 fell in a context of international recession which 
discouraged the development of projects in the mining sector. Compared with 
the investment amounts projected a year ago for this year, investment in mining 
projects has declined by US$ 3,300 million. Furthermore, destocking entailed a 
lower production and lower imports of end goods and inputs. This flow would 
represent 2.6 percentage points of the change of annual GDP.

Graph 22
PRIVATE CONSUMPTION: SEASONALLY ADJUSTED DATA
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Graph 23
PRIVATE INVESTMENT: SEASONALLY ADJUSTED DATA
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16. Recent indicators of economic activity point to a recovery:

 a. In November the production of electricity recorded a monthly growth of 1.5 
percent and an annual growth of 3.8 percent.

 b. Dispatches of cement grew 6.3 percent in October and 9.9 percent compared 
with the same month last year. 

Graph 24
ELECTRICITY PRODUCTION: SEASONALLY ADJUSTED DATA
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Graph 25
LOCAL DISPATCHES OF CEMENT: SEASONALLY ADJUSTED DATA 
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 c. Consumers’ confidence index fell outside the negative tranche since 
October.

 d. Business confidence, which has fallen in the positive tranche since last May, 
recorded 67 points in November.

 e. Businesses show a positive financial situation, as reflected in the surveys on 
business expectations. An improvement is also perceived in the index of 
access to credit, although it should be pointed out that a negative perception 
was never perceived in terms of access to credit. 

Graph 26
CONSUMER CONFIDENCE INDEX
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Graph 27
BUSINESS CONFIDENCE INDEX
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 f. The macroeconomic projections of the private sector for 2009 consider a 
GDP growth of between 1.0 and 1.6 percent, while a growth of 4.0 percent 
is projected for 2010 and a growth of 5.0 percent is estimated for 2011.

Graph 28
FINANCIAL SITUATION INDEX

Source: BCRP Survey on Macroeconomic Expectations, November 2009.
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Graph 29
ACCESS TO CREDIT INDEX

Source: BCRP Survey on Macroeconomic Expectations, November 2009
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 g. The manufacturing sector was the most affected sector by the reduction of 
external and domestic demand. However, a recovery has been observed 
in the deseasonalized monthly levels since July. Thus, manufacturing 
recorded a growth of 3.5 percent in October. Likewise, the number of 
manufacturing branches with lower production levels has decreased 
continuously.

 h. Real imports of inputs and capital goods have been showing a growing trend 
since August of this year.

Graph 30
NON-PRIMARY MANUFACTURING: SEASONALLY ADJUSTED DATA
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Graph 31
NUMBER OF INDUSTRIAL BRANCHES WITH NEGATIVE VARIATIONS
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 i. The levels of inventories, which declined continuously until Q3, have 
stabilized in the last months.

Graph 32
MONTHLY INPUTS IMPORTS: SEASONALLY ADJUSTED DATA

(Volume index1994=100)
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Graph 33
MONTHLY CAPITAL GOODS IMPORTS: SEASONALLY ADJUSTED DATA
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Graph 34
INVENTORY INDEX RELATIVE TO THE PREVIOUS MONTH
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17. GDP would grow 5.5 percent in 2010 and 2011 and domestic demand would 
grow 6.2 and 6.1 percent in 2010 and 2011, respectively. The recovery of the 
growth of private investment would be noteworthy: 6.3 percent in 2010 and 
9.0 percent in 2011. In terms of production sectors, economic growth would 
be led by construction and manufacturing.

18. Global economic recovery would boost the real growth of our exports of goods 
and services (5.5 percent in 2010 and 5.7 percent in 2011). The growth of the 
volume of traditional and non traditional exports in 2011 is worth highlighting 
(7.5 and 6.3 percent, respectively).

19. Better international conditions have also contributed to the recovery of export 
prices and therefore an increase of 19 percent is also projected in the prices of 
exports in 2010. This trend has favored investments, especially in the sectors of 
mining and energy.
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20.  After growing 2.2 percent in 2009, private consumption would grow 3.3 
percent in 2010 and 4.2 percent in 2011. This trend is associated with the 
improvement observed in the dynamism of national disposable income and 
with the maintenance of favorable conditions in the segment of financing of 
consumption.

21. The lags in the execution of public investment during 2009 would reflect in 
a high rate of growth in 2010 (22 percent). In 2011 public investment would 
grow 9.8 percent, reaching a level equivalent to 6.1 percent of GDP. High 
dynamism in the execution of the investment of sub national governments is 
expected in 2010 as a result of the election cycle in regional and municipal 
governments. It is worth pointing out that public investment in 2010 would 
represent 5.8 percent of GDP, of which 1.7 percent of GDP would correspond 
to the national government, 1.2 percent to regional governments, 2.4 percent 
to municipal governments, and 0.5 percent to state enterprises.
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Output gap

22. Because of the loss of productive dynamism in 2009, the gap between GDP 
and potential GDP went from a positive gap estimated at 4.3 points in 2008 to 
a negative gap of 1.6 points in the year. This situation should gradually revert 
in the next years; a gap of -0.6 points is projected for 2010 and a nil gap is 
projected for 2011.

 The output gap –as indicator of the pressure on the use of resources in the economy– 
shows a tendency to fall in a position of equilibrium in the next two years.

 

*=?��
+=>�3+5�=[�,��<45(��><(�5	(>5��3��>.�(+=>=	�+�+;+:(�

'�
#�	�

�#��	���	

�
���
��
	��
��
�
��	���
���	�
��
��	�
UH'
���
�������	�
������$
��#��	���	

��������	�
	��

�������
��
���
	��
�	��!
����
	���������

	
�����
��
�����	
��
����

�
������
�
���X	�$

�	�
���	�
��	
��
 	�
���X	�
 
�
�
���	��
�����
�	��
X
	�
 	��
������
��
������	
#
	�
���
����	��
�
	�
��

	��
���^��	�
	��	
���
��#������

�
	��
�
������	
������
�
���	���$
�	

�
��	
��	��
	��	
	��
#��
�	
��

��
 ���
	��
 �	��!
 X����
 �����
�
 ��	�
 ������	
 ��
 	��
 ���X	�
 ��
 UH'
 ��	X���
 %�9%
 ���
 ���-
 [%$�

������	���
��
�	�
��
��
�#�����
������
UH'
���X	�
��	�
��
<$-
������	\$


Investment is one of the most volatile components of GDP because it depends on business expectations 
����	
	��
��	���
�#���	
��
��
	��
�������$
L������
��
	��
����	��_�
����	��
�����������
�
�	��
�
	��


Graph 35
OUTPUT GAP

(% of the potential GDP))

-7.0 

-5.0 

-3.0 

-1.0 

1.0 

3.0 

5.0 

-7.0 

-5.0 

-3.0 

-1.0 

1.0 

3.0 

5.0 

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 

Pe
rc

en
ta

ge

Uncertainty of the gap

IR December 09 

J���N
��	��	
���
��	
��	��
X
	�

������	
��
��
��
0��	�����
����$
Z��
�����X��
����
��������	�

��
�	
��
�����	�
�	�

�
	��
�������	
��
���
�������	
��
	��
��	��	
���
����~�
���
���
�	������

��#
�	
��$




41

��� ��� �	�
��
	�� � 
 
���������	

�

#���	
�
	�

�
	����
��
��	�
UH'
���

�#��	���	
���
������	��
�#��
	
��$
Z��
����	�
��
������
���
���

���	���	
���

�
	��
���
��
��
%�-������
���
����
�
��	
z���	���
��
�#�����$
��
���
���
��
���	���	
���

investment accounts on average for around a third of the drop of GDP, while in periods of expansion the 
�#�����
���	�
��	
��
��

�#��	���	

�
������
	X�
	�
���
��
UH'$
�	

�
X��	�
��
�	
��
��	
	��	
	��
���	�
��	
��

��

�#��	���	
	�
���X	�

��������
���
��
	��
���	
��
�����
��
������
�����
������
�
������$


'�
#�	�

�#��	���	
���
��
�	�
���
�
���X
��
	����
���
��
	�
�
������$
��
������	�
	�����
������	

��#���
��
 
�#��	���	
���
�z�
#����	
	�
�#��
	X�
	
���
	��
��#���
��
 
�#��	���	

�
����$
��
����	
#�

	�����
	��
�����
��
��
#�	�

�#��	���	
 
�
UH'
���

��������
����
%+
������	
��
UH'

�
����
	�

�%
������	

�
���-�
X�
��
	������	��

�	�
�
�
����
���
	��
�	��!
���

�	�
�
�
����
��	��	
��
��	��	$

'�
#�	�

�#��	���	
��������

	�
�
����	
�
�	��
���
��#���

�
]�
���
]<
��
���-$
Z�
�
X��
�����
�	��

with the implementation of projects and with favorable expectations on the future performance of the 
�������$
�
	�
	��
������
��
��
	��

�	����	
����
�����
��
��
�
��
��
#�	�

�#��	���	
�������
���
���

���
��	�����
	�
	��
��#���
�����#��
��
��
	�
	��
������
��
��������

�
�
�����-$

VOLATILITY OF ANNUAL GROWTH RATES OF GDP AND PRIVATE INVESTMENT1/

0.6 0.4 
1.1 

13.5 

1.6 
0.6 

3.0 
3.6 

2.3 

12.3 

2.0 1.7 

1951-1959 1960-1969 1970-1979 1980-1989 1990-1999 2000-2009 

GDP Private investment

1/ Calculated as the coefficiente of variability: the standard deviation of growth divided by average growth. . 

PRIVATE INVESTMENT: SEASONALLY ADJUSTED DATA
(Millions of nuevos soles of 1994) 

0 

2,000 

4,000 

6,000 

8,000 

10,000 

12,000 

1Q
.8

0 

1Q
.8

1 

1Q
.8

2 

1Q
.8

3 

1Q
.8

4 

1Q
.8

5 

1Q
.8

6 

1Q
.8

7 

1Q
.8

8 

1Q
.8

9 

1Q
.9

0 

1Q
.9

1 

1Q
.9

2 

1Q
.9

3 

1Q
.9

4 

1Q
.9

5 

1Q
.9

6 

1Q
.9

7 

1Q
.9

8 

1Q
.9

9 

1Q
.0

0 

1Q
.0

1 

1Q
.0

2 

1Q
.0

3 

1Q
.0

4 

1Q
.0

5 

1Q
.0

6 

1Q
.0

7 

1Q
.0

8 

1Q
.0

9 

During 2Q.08 and 3Q.08 
the private investment 
reached its maximun 
values



42

�1/�
��		
121
31		
�/4		0'	 	�1
5

��#��	���	
 ���	��	
���
 ���
 �����
�	��
 X
	�
 ���
���	
���
 
�
 �������	�
 ������
�
 ��	
#
	�$
 ZX�

��	����	
#�
��	����
	�
�����;�
	�
�
����	
����
�
���
�
�������
����X$

��� [���
��P��
����������

A positive and contemporary relationship between the investment cycle and the product cycle is 
�����#��
��
��
z���	����
��	�
��
	��
'���#
��
�������
�
���
%�-�3$
Z��
���
���
 
�
X�
��
UH'


�
���#�
 
	�
 	�������
���
������	��
;��
��
 
�#��	���	
 ��#���
 	��	
���
����
���#�
 	��
�
 	��������

���
#
��
#����$
Z����
�
�
��
�����
��
���X	�
����X
 	��
 	����
���
 ����
��
�����
��
�
�
��
����	

����
	���
���#�
	��
	����
���
�����#��
X
	�
	�
�
��	���$


��
	��
��
�����
X
	�
�	����
������
UH'
����
���
��
��
	�
�
������	
����X

	�
	�������
���

�#��	���	

����
��
��
	�
�+
������	$
Q���	��	
���
	���
	�
��#�
�
��X��
����
	���
���
��
������
�����
���
���$

During the expansions recorded since the nineties, GDP grew by up to 5 percent above its tendency 
and investment increased by up to 17 percent. 
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CYCLICAL COMPONENTS OF INVESTMENT AND GDP
BAXTER Y KING FILTER
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on the other hand, goes from the moment GDP starts growing (a period after the bottom) until the 
moment when GDP reaches the level prior to the crisis (new peak), except if a drop meeting the 
indicated conditions is recorded during said period4$
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III. Balance of payments

23. In Q3-2009, terms of trade increased due to the rise of the international 
prices of metals and to the improvement of the current account. Increased 
exports and higher remittances from abroad, offset by the greater profits of 
firms with foreign shareholding, reflected in a current account that went from 
a deficit of 0.1 percent of GDP in Q2 to a surplus of 0.5 percent in Q3.

24. The forecast on the current account of the balance of payments has been 
revised towards a lower deficit during the entire forecast horizon considering 
the lower level of imports recorded in the last months compared with 
projected exports and the recovery observed in terms of trade since Q2-
2009. The improvement of global growth projected for 2009 compared to 
the growth projected in September favors a lower decline of non traditional 
exports. Thus, the projected deficit in the current account in 2009 has been 
revised from 2.1 percent of GDP (Inflation Report of September) to 0.6 
percent.

 The current account deficit in 2010 would be slightly higher than the one 
recorded in 2009 with a recovery of the volume of imports (due to the higher 
dynamism of the domestic economy). However, the latter would be offset 
by higher international prices, the recovery of external demand for non 
traditional exports, and the onset of exports of Camisea’s liquefied natural 
gas. 

Graph 36
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 In 2011 the current account deficit would increase to 1.2 percent of GDP as a 
result of a higher demand for imports, especially capital goods, for important 
investment projects in the mining sector. This would be partially compensated 
by the onset of operations in mining projects (including Southern’s expansion 
projects), as well as the statistical effect of a whole year’s operation of Camisea’s 
export project.
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25. With the recovery of income, private saving is projected to show a growing 
trend in the next years which, together with the flows of external long term 
capitals, would contribute to finance domestic investment.

26. The trade balance would show a higher surplus in 2010 and would decline 
thereafter in 2011 (US$ 8.1 and US$ 7.3 billion, respectively). This projection 
considers that the recovery of non traditional exports and the better terms of 
trade would be offset by the impulse of the recovery of domestic demand on 
imports, mainly imports of capital goods and inputs.
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Terms of trade

27. Terms of trade continued showing a gradual recovery in the last months reflecting 
the upward trend of the international prices of our export products. This is 
mainly explained by the better prospects of global demand, the depreciation of 
the dollar in international markets, the greater dynamism of investors’ demand, 
and –to a lesser extent– to supply factors. 

 However, the current levels of terms of trade are lower than the ones observed 
in 2008. In line with this, terms of trade are projected to drop 7.7 percent on 
average in 2009 (our previous Report projected a drop of 8.4 percent) and to 
show a recovery of 10.1 percent in 2010.
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Graph 39
EXPORT AND IMPORT PRICE INDICES AND TERMS OF TRADE

January 1997 - October 2009 ((1994=100))
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Copper

28. Year to date, the price of copper has increased 135 percent, posting US$ 3.1 a 
pound at the close of November. After reaching its minimum low in the year in 
January (US$ 1.4 a pound), copper has been recovering following the evolution 
of global economic activity and in line with better prospects for demand. 
Additionally, other factors on the side of supply, such as the close of mines and 
refineries, have pushed the price upwards.

Graph 40
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 On the side of demand, the price of copper was sustained by the recovery of 
the global economy, reflected in the favorable evolution of the main indicators 
of economic activity and in the growth of China’s demand as a result of its 
accumulation of strategic reserves and public spending policies. On the side of 
supply, several stoppages in mines and refineries (due to strikes and technical 
closings or due to maintenance) in the main copper producing countries (Chile, 
China, Peru, Canada, among other countries) maintained the upward trend in 
the price of this metal. In addition to this, the production of refined copper was 
paralyzed in different regions of China due to snow storms.

Zinc

29. At November 2009, the price of zinc accumulated an increase close to 100 
percent and recorded US$ 1.01 a pound at the close of the month. After 
reaching its minimum low in the year (US$ 0.48 a pound in February), zinc also 
showed an upward trend throughout 2009, but did not post higher levels than 
the ones observed in the first half of 2008. 

 The rise in the international price of zinc is mainly associated with the lower 
production of zinc concentrates in the mines of Australia, China, Peru, and the 
U.S. and with the lower production of refined zinc in Belgium, Brazil, Canada, 
and Germany. These producer countries faced closures due to the drop of the 
international prices of this metal at end 2008. On the side of supply, China 
ordered the temporary closure of several zinc and lead refineries because they 
did not meet the required environmental regulations and standards. 

Gold

30. The upward trend exhibited by the price of gold continued in the second part 
of the year. After dropping to US$ 749/troy ounce in December 2008, the 

Graph 41
GLOBAL PMI AND PRICE OF COPPER
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price of gold climbed to over US$ 1,000/troy ounce in September 2009 and 
has been recording new maximum levels since then (US$ 1,183/troy ounce 
on November 26). This tendency is sustained by the weakness of the dollar, 
the dynamism of investors’ demand (risk coverage and purchases of non 
commercial positions), as well as by factors associated with the fundamentals 
of the gold market (increased demand for jewelry, central banks’ accumulation 
of reserves, and lower production in mines).

 The demand for gold as a hedge asset (against the risk of higher inflation) 
and the demand for gold as an investment asset (substituting other financial 
assets) have shown greater dynamism so far in 2009. Following the monetary 
stimulus cycle in most countries, inflation indicators have shown some rebound, 
which has increased the demand for gold as a hedge asset. Moreover, the 
depreciatory pressure of the dollar has increased the demand for gold as an 
alternative financial asset. Furthermore, the level of non commercial positions 
(speculative investment) has also been increasing over the year.  

 
Graph 42
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Oil

31. The average price of WTI oil has increased 90 percent so far this year. After 
recording a minimum low of US$/pound 39 in February, the price has sustainedly 
increased and stabilized in the range of US$/pound 75-80 at November 30. 
Both the better outlook for global demand –due to the recovery of economic 
activity– and several constraints on the side of supply have favored the gradual 
recovery of the price of oil. 

 The demand for oil increased following the evolution of global economic activity, 
as reflected in the lower availability of crude in the U.S. (according to the U.S. 
Department of Energy, crude inventories declined 10 percent between April and 
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November). In this context, specialized agencies –e.g. the U.S. Department of 
Energy (DOE), the Energy International Agency (EIA), the American Petroleum 
Institute (API), the OPEC, etc.– continued revising upwards their forecasts on 
global demand for oil and derivatives in 2009 and 2010.  

 On the side of supply, the temporary closures of refineries in the Gulf of Mexico 
(due to the hurricane season) and geopolitical tensions in the Middle East 
contributed to the upward trend observed in the price of crude. 

32. A recovery in the volume of imports is expected in 2010 based on the projections 
of the recovery of dynamism in the economy, especially private investment 
and its effect on imports of consumer goods and capital goods. In 2011 
imports would maintain their growing trend as a result of higher consumption 
demand, investment and intermediate goods for the development of important 
investment projects in the mining sector.

Graph 43
OIL PRICE AND OIL INVENTORIES IN THE U.S.
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Graph 44
IMPORTS OF GOODS
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Financial account

33. Between January and September, the financial account of the private sector 
recorded a surplus of US$ 1,800 million. Inflows of external capitals worth 
pointing out include foreign direct investment (FDI) for US$ 4,619 million and 
long term net disbursements for US$ 957 million. On the other hand, outflows 
for portfolio investments amounted to US$ 3,408 million.

34. Most of the FDI recorded in this period was profit reinvestment which amounted 
to US$ 4,034 million, with mining investments being noteworthy (US$ 2,340 
million). The other forms of FDI (capital contributions and loans from parent 
companies) amounted to US$ 585 million. 

 On the other hand, in terms of total portfolio investments abroad, it is worth 
highlighting the acquisition of assets abroad (mainly shares and mutual funds) 
by private administrators of pensions funds (AFPs), which represented a capital 
outflow of US$ 3.3 billion. Direct investments of Peruvian capitals abroad also 
included an operation carried out by the enterprises of the Brescia Group in 
Chile for US$ 343 million.
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 The short term account recorded a negative capital flow of US$ 3,477 million, 
a result mainly explained by the higher deposits of mining companies 
abroad (US$ 1,192 million), the reduction by over US$ 600 million of BCRP 
Certificates of Deposit held by non residents –this reduction concentrated in 
the first quarter of the year–, and the reduction of short term net external 
assets of banking entities which represented a net capital outflow of US$ 526 
million. 

 In 2009 the financial account would register a net capital inflow of US$ 2,700 
million –a lower result than the one projected in our previous report (US$ 3,802 
million)–, due mainly to the faster pace with which private administrators of 
pension funds restructured their portfolio orienting it towards external assets 
during Q3.

35. The net capital flow would be positive in 2010 and 2011 by US$ 2,653 million 
and US$ 2,364 million, respectively. These projections consider an external 
financing of projects of US$ 4,565 million and US$ 3,426 million, respectively, 
which would consist mainly of new investments given that lower levels of 
reinvestment are expected in those years in comparison with the levels recorded 
in 2009. It is also considered that AFPs would increase both their investments in 
assets and their participation in financing private investment projects through 
the acquisition of local corporate bonds.

 
36. The level of net international reserves at the close of November recorded  

US$ 33.4 billion –a sum equivalent to 27 percent of GDP–, which is an 
appropriate level of reserves at a moment when the worst part of the world 
crisis appears to be over. 

Graph 45
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IV. Public finances

37. The deterioration of the global economic situation that affected domestic 
economic activity has also had an impact on public finances due to the 
deceleration of economic growth and to the strong drop of the international 
prices of minerals and hydrocarbons. In order to mitigate the impact of world 
recession on growth in the economy, fiscal policy has played a counter cyclical 
role in the last months. This has been possible due to the sound fiscal accounts 
that generated savings in the years prior to the crisis and as a result of which 
it has been currently possible to finance greater public spending without 
compromising future fiscal sustainability.

38. In the period of January-September, the result of the Non Financial Public 
Sector (NFPS) was equivalent to 0.1 percent of GDP –a lower ratio than the one 
recorded in the same period in 2008 (3.7 percent)–, which is explained, on the 
one hand, by the contraction of tax revenue, and, on the other hand, by the 
increase of the general government’s non financial expenditure. By levels of 
government, the organizations of the national government recorded a deficit 
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of 0.9 percent of GDP (in contrast with the 2.6 percent registered in the period 
of January-September 2008), while local and regional governments recorded a 
surplus of 0.6 and 0.2 percent, respectively.    

Graph 46
OVERALL BALANCE OF THE NON FINANCIAL PUBLIC SECTOR

(% of GDP)
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39. The deficit of the public sector in 2009 would amount to 1.5 percent of GDP 
–a lower result than the one projected in our previous Report (2.0 percent)–, 
basically due to lower expenditure at year-end. A similar result to the one 
recorded in 2009 (a deficit of 1.6 percent) is projected for 2010, while in 2011 
the deficit should resume a downward path (1.2 percent), as projected in our 
previous report. The deficit’s downward trend would be associated with a 
gradual recovery of the revenue of the general government as a result of the 
better performance of economic activity, the rise of the international prices of 
metals and hydrocarbons, and the withdrawal of fiscal stimulus.

40. It worth remembering that the regulation published at the end of May established 
new caps for the macro fiscal rules of 2009 and 2010. According to this, the annual 
deficit of the NFPS shall not be higher than 2 percent of GDP (previously 1 percent) 
and the annual increase of the central government’s spending in consumption shall 
not be higher than 10 and 8 percent, respectively (previously 4 percent). Moreover, 
some amendments to the fiscal rules for local and regional governments in 2009 
and 2010 were established in November. These modifications include having 
changed the rule on non financial expenditure for a rule regulating consumption. 
Previously, financial expenditure could not increase more than 3 percent. The 
approved modification establishes that consumption –understood as the addition 
of expenditure in remunerations, pensions, and goods and services– shall be lower 
than 4 percent. Therefore, the new rule excludes investment expenditure. Both 
measures were adopted in a context of global recession that required developing 
a counter cyclical strategy and fostering the execution of investment projects to 
buffer the negative effects of the international financial crisis on economic activity.
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Structural economic result

41. The structural economic result, indicator isolating the effect of the economic 
cycle on the incomes of the general government and the impact of the higher 
prices of exports of minerals and hydrocarbons on the fiscal account, shows 
deficits both in this year and in the next two years.

Graph 47
PRIMARY STRUCTURAL BALANCE OF THE NON FINANCIAL PUBLIC SECTOR
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42. Fiscal impulse, indicator that allows seeing the net effect of fiscal policy on 
domestic demand, suggests that fiscal policy plays an expansionary role in the 
years when the Economic Stimulus Plan is implemented (2009 and 2010). Even 
though its effect would still be expansionary, this impulse would be lower in 
2011 due to the deceleration of public expenditure towards more sustainable 
long term values.

Graph 48
FISCAL IMPULSE
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Evolution of fiscal revenue

43. The current revenue of the general government in the January-September 2009 
period amounted to 18.8 percent of GDP, which represented a reduction of 
14.8 percent in real terms compared with the result recorded in the same 
period in 2008. Current revenue in this period was mostly influenced by income 
tax, import-related taxes, and oil canon and royalties, all of which were affected 
by the lower dynamism of economic activity and by the lower international 
prices of crude and minerals. 

44. Revenue from income tax, which is strongly connected with the international 
prices of minerals, recorded a reduction of 22 percent, a result explained 
mainly by the drop of revenue from payments on account for “third category 
income tax” or corporate tax (37 percent). This reduction was mainly 
observed since April due to the higher compensation of balances in favor of 
taxpayers, as well as due to the lower ratios applied to determine this tax 
since that month. The drop of payments in account for this tax was particularly 
noteworthy in the sectors of mining and hydrocarbons, which recorded a 
reduction of 70 and 55 percent in real terms. Revenue from total VAT fell 
11 percent due to the drop of the VAT on imports, which declined by 27 
percent. Revenue was also affected by the lower contributions from oil and 
mining canon and royalties, which fell by 35 and 48 percent in real terms, 
respectively.
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45. In 2009 the revenue of the general government, which would register a 
real decline of 12 percent compared with the previous year, should be 
equivalent to 18.6 percent of GDP. This level of revenue is associated 
with the impact of the international financial crisis, which reflected in the 
weakness of the dynamism of domestic economic activity during the year 
and the lower prices of our products in international markets compared with 
2008 and especially with the ones recorded before the crisis. However, it is 
worth pointing out that a recovery is being observed in the tax revenue of 
the central government and that this revenue has even recorded a positive 
12-month change in real terms in November, a result that was not observed 
since December 2008.

Graph 49
GENERAL GOVERNMENT CURRENT REVENUE

(Percentage of GDP)

17.1 17.1 17.5 17.5 
18.3 

19.9 
20.7 20.8 

18.6 18.9 19.3 

2001 2002 2003 2004 2005 2006 2007 2008 2009* 2010* 2011* 

* Forecast. 

TABLE 18
+(>5�4:�.=<(�>	(>5�54?��(<(>3(�

(Percentage of GDP)
 
 2001 2006 2008 2009* 2010* 2011* 
      

������
	��
 <$�
 +$%
 +$9
 9$<
 9$9
 9$9


&����
1����
Z��
 +$�
 2$%
 -$9
 2$-
 2$�
 -$%


:��
��
Z��
 %$�
 %$<
 �$�
 %$%
 %$�
 %$�


�����	
	��
 %$9
 �$�
 �$9
 �$*
 �$*
 �$*


�	���
	��
��#�����
 %$*
 %$%
 %$�
 %$�
 %$%
 %$%


Z��
��#���	
���
 �%$9
 �%$+
 �%$�
 ��$%
 ��$�
 ��$�

        
 5����� #��"� #���� #��&� #���� #"�#� #"�" 
        
V
Q������	$



60

�1/�
��		
121
31		
�/4		0'	 	�1
5

46. Revenue from income tax, which in 2007 showed a record level of 6.8 percent 
of GDP, would decline to 5.3 percent of GDP in 2009. Among other aspects, 
this reflects the lower payments on account made by businesses during the year 
as a result of the lower ratios resulting from the 2008 budget year5. However, 
given that the balances in favor of business are being exhausted and that the 
prices of minerals are recovering, revenue from this tax has been increasing 
over the last months. 

Graph 50
INCOME TAX

(Percentage of GDP)

3.0 3.0 

3.7 3.8 
4.3 

6.1 

6.8 
6.5 

5.3 5.5 5.5 

2001 2002 2003 2004 2005 2006 2007 2008 2009* 2010* 2011* 

* Forecast. 

Graph 51
INCOME TAX: LEGAL ENTITIES
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47. Revenue from the VAT –our main tax revenue– would decline from 8.5 percent 
of GDP in 2008 to 7.8 percent this year, mainly due to the import component 
which would fall from 4.2 to 3.2 percent of GDP as a result of the strong drop 
of our imports. 

Graph 52
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48. Revenue from the excise tax (ISC), which was favored by the increases in the 
rates of the excise tax of fuels implemented in Q4-2008, would grow in GDP 
terms. This revenue would increase from 0.9 to 1.1 percent of GDP given that 
the excise tax on fuels has been increased from 0.4 to 0.6 percent of GDP. 

Graph 53
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49. Projections for 2010 and 2011 consider current revenue of 18.9 and 19.3 
percent of GDP, respectively. These levels are consistent with the acceleration 
of growth of economic activity and with the projected international prices of 
our main export products in the next years. 
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Evolution of fiscal revenue

50. In the January-September period, the non financial expenditure of the general 
government recorded 17.6 percent of GDP, which represents an increase of 
6.7 percent in real terms. This variation is mainly explained by the increase of 
the investment of the general government (23 percent) as a result of stimulus 
programs and of the regulations established to speed up investment, especially 
in the case of sub national governments. As a result of this, the investment of 
regional governments has increased 51 percent in real terms, the investment 
of the national government has increased 20 percent, and the investment of 
local governments has increased 16 percent. It should be pointed out that 
investment in the case of local governments increased nearly 100 percent in 
2008. 

Graph 54
GENERAL GOVERNMENT NON-FINANCIAL EXPENDITURE

(% of GDP)
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 On the other hand, the current expenditure of the general government 
recorded an increase of 0.9 percent in real terms. However, this change 
increases to 4.5 percent if the effect of transfers to the Fuel Price Stabilization 
Fund for both this year (S/. 1,000 million) and for last year (S/. 2,150 million) 
are not considered.

51. Year 2009 would close with a real increase of non financial expenditure of 
8.7 percent, including the counter cyclical measures implemented by the 
government. This variation includes an increase of expenditure for public 
investment of 22 percent, a lower increase than the one projected in our Report 
of September given that some of the constraints that would hinder reaching the 
growth goal projected in the revised Multiannual Macroeconomic Framework 
of August (40 percent) still remain. 
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52. The non financial expenditure of the general government would grow by a real 
10 and 6 percent in 2010 and 2011, respectively. Public investment, which 
continues to be the most dynamic component of expenditure, is projected to 
grow by 22.0 and 9.8 percent in 2010 and 2011, respectively.

Financing requirements

53. The financing requirements for the public sector in 2009 would decline from 
the initially projected US$ 3,799 million to US$ 3,203 million, which mainly 
reflects the revision of the projected fiscal deficit from 2.0 percent of GDP to 1.5 
percent. A financial requirement of US$ 3,643 million and US$ 3,405 million is 
projected for 2010 and 2011, respectively. These requirements will be covered 
through external and domestic sources.

54. On November 23, 2009 the government carried out a domestic debt 
management operation whereby S/. 833 million of sovereign bonds maturing in 
2011 (SB 2011) were exchanged by S/. 9 million of sovereign bonds maturing 
in 2017 (SB 2017) and S/. 797 million of sovereign bonds maturing in 2026  
(SB 2026). The traded amount represents 59 percent of the total SB 2011  
(S/. 1,417 million), the maximum amount of the bonds offered. 

 This operation allowed increasing the average life of the domestic debt as bonds 
with an average life of 1.7 years were swapped by bonds with a weighted 
average life of 16.6 years. Additionally, this operation also allowed greater 
liquidity with longer maturity bonds in the yield curve, which reflects investors’ 
confidence on the fundamentals of the economy.

Graph 55
GENERAL GOVERNMENT NON-FINANCIAL EXPENDITURE

(Real % change)
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55. As a result of these financing operations, the gross debt at end 2009 is 
projected to amount to 26.4 percent of GDP, while the net debt would amount 
to 13.2 percent of GDP. In 2011, the gross debt is expected to decline to 23.3 
percent.  

 Graph 56
PUBLIC DEBT

(Percentage of GDP)
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V. Monetary policy

56. The forecasts of our Inflation Report of September are materializing and indicate 
that the current level of monetary stimulus (reference rate at 1.25 percent) is 
compatible with the inflation target in the forecast horizon. In this way, the 
Central Bank continues fostering more flexible credit conditions that contribute 
to promote domestic financial and economic transactions considering that the 
recovery of the global economy will be a slow process that will not be free 
of risks. Moreover, the BCRP continued using liquidity injection operations, 
swaps, and shortening the term of its CDBCRP to induce a greater flattening of 
the 1-year yield curve, thus reinforcing the expansionary stance of monetary 
policy.

57. Since October 2009, inflation has fallen below the Central Bank’s tolerance 
range, as foreseen in the Inflation Report of September. This evolution was 
associated with the reversal of the supply shocks, both domestic and external, 
observed last year. Core inflation, which isolates transitory effects, has fallen 
within the tolerance range. Clear signs of increased dynamism are observed in 
terms of domestic demand, but in a context of a recovery of the global economy 
which is foreseen to be slow. In this context, the BCRP decided to maintain its 
monetary stimulus invariable, maintaining the reference rate at 1.25 percent in 
October, November, and December (this is the historical minimum level of this 
rate). 

58. Because the expansionary monetary position has favored the continuous 
growth of credit far above nominal GDP, the process of financial deepening in 
the economy continues. The interest rates of financial entities, especially shorter 
term and lower risk rates, continue showing a downward trend, in line with the 
reductions of the reference rate. On the other hand, the interest rates on credit 
for micro businesses and mortgages in domestic currency continue declining, 
responding with some lag to monetary stimulus. 

59. In the capital market, longer term rates continue showing a downward trend, 
which is being translated into lower costs of credit in the economy, as well 
as into lower rates for the long term funding of financial entities, particularly 
for mortgages, which have grown strongly over the last months in line with 
the growth of construction. These better conditions of access to the capital 
market are dynamizing the issuance of corporate bonds which, in November, 
recorded a total of over S/. 1,200 million soles, the highest amount observed 
since January 2007.
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60. The Central Bank continued reinforcing the impact of the reduction of its 
reference rate on the rest of interest rates through auctions of 1-year swaps 
and the reduction of the average term of placements of CDBCRP. In both cases, 
monetary policy actions are aimed at maintaining high levels of liquidity in 
banks with the purpose of flattening the yield curve for up to 1-year securities 
and complement the expansionary position of monetary policy through this.

 Between September and November the Central Bank continued carrying out 
weekly 1-year swap operations, which to date accumulate a balance of S/. 293.5 
million. The average rate of these operations is 1.98 percent. Municipal and 
rural credit banks, which hold S/. 46 million of the total balance participated 
actively in these operations. 
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Graph 58
MONTHLY EVOLUTION OF THE BALANCE OF CDBCRP
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 The residual term of Central Bank’s CD declined from 86 days in August to 71 
days in November, with a higher volume of placements concentrating in terms 
of less than 3 months. Shorter term placements have allowed maintaining 
liquidity in the financial system and reinforcing the reduction of interest rates. 
This is consistent with the BCRP’s decision of preserving the dynamism of 
money and credit flows and with banks’ desire to maintain liquid positions.

61. Interest rates on 1-year operations have decreased and the slope of the yield 
curve would be indicating that, in the short term, agents expect the reference 
rate to remain unchanged. 
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62. In response to the Central Bank’s monetary stimulus, the corporate prime rate 
in domestic currency declined from 1.86 to 1.74 percent between September 
and November in line with the reduction of the reference rate.  

Graph 60
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63. The average rates on bank credit operations (FTAMN) remained low in 
November (19.8 percent) and declined by 304 bps compared with February 
2009 (23.0 percent). The reduction of active interest rates slowed down 
since September due to expectations that the historical minimum of the 
reference rate (1.25 percent) recorded in August would remain over the 
next months.

Graph 61
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ACCUMULATED DECREASE IN THE INTEREST RATES
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64. As regards passive interest rates, the rates on 31-to-180 day deposits and on 
181-to-360 day deposits declined from 2.8 to 2.0 percent and from 5.0 to 3.9 
percent, respectively. Likewise, the rate on 181-to-360 day deposits in foreign 
currency declined from 3.4 to 2.6 percent.
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65. Between September and November 2009, the active interest rates of municipal and 
rural credit banks have declined especially in the case of credit for microbusinesses 
(from 41.6 to 40.3 percent in municipal credit banks and from 40.4 to 38.7 
percent in rural credit banks) and for consumption (from 28.5 to 27.4 percent 
in municipal credit banks and from 26.9 to 26.5 percent in rural credit banks) 
due to the lagged effect of the reduction of the reference rate in this segment of 
the financial market. These declines have been higher than the ones observed in 
previous months, despite the increase of delinquency in municipal credit banks 
which would be reflecting greater competition in this market segment. 
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66. On the other hand, delinquency in terms of the other types of credit offered 
by banks remains low, although a slight increase has been observed in this 
period. This would influenced the increase of interest rates in some financial 
entities. 

Liquidity and credit

67. Monetary aggregates have grown in this period, which reflects the higher 
dynamism of economic activity observed since July and the easing of monetary 
and credit conditions resulting from the impulse of monetary policy. Thus, 
deseasonalized currency in circulation grew at an average monthly rate of 1.4 
percent between August and November, recording a last-12 month growth 
rate of 8.0 percent. 

Graph 63
EVOLUTION OF THE BANKS’ LOAN DELINQUENCY RATIO
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Graph 64
AVERAGE CURRENCY IN CIRCULATION: SEASONALLY ADJUSTED DATA

(Balance in millions of nuevos soles)
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CURRENCY Dec-07 Sep-08 Nov-08 Dec-08 Jun-09 Jul-09 Aug-09 Sep-09 Oct-09 Nov-09

Balance in millions of soles 13,308 15,944 16,100 15,979 16,246 16,433 16,664 16,840 16,954 17,391

Monthly flow in millions of soles 244 306 105 -121 213 187 231 177 113 437

12-month % change 28.5% 28.4% 23.2% 20.1% 4.6% 5.6% 6.6% 5.6% 6.0% 8.0%

Monthly % change 1.9% 2.0% 0.7% -0.8% 1.3% 1.1% 1.4% 1.1% 0.7% 2.6%
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 Showing a similar conduct, total deseasonalized liquidity grew 0.5 percent on 
average during this period.

Graph 65
TOTAL LIQUIDITY: SEASONALLY ADJUSTED DATA

(Millions of nuevos soles)
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68. With the normalization of financial and monetary conditions observed since July 
and since lower uncertainty was perceived, economic agents have resumed the 
process of financial dedollarization observed in the periods prior to the global 
crisis. The ratio of dollarization of liquidity continued declining and fell from 
46.1 to 44.2 percent between July and November. 

Graph 66
DOLLARIZATION OF LIQUIDITY 1/
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LIQUIDITY Dec-07 Sep-08 Oct-08 Dec-08 Jun-09 Jul-09 Aug-09 Sep-09 Oct-09 Nov-09

Balance in millions of soles 80,738 97,915 99,700 99,145 105,191 106,439 107,136 107,489 107,079 108,707

Monthly flow in millions of soles 1,907 2,805 1,785 -409 1,558 1,249 696 353 -410 1,629

12-month % change 27.0% 31.1% 30.1% 22.8% 14.9% 14.5% 12.6% 9.8% 7.4% 9.2%

Monthly % change 2.4% 2.9% 1.8% -0.4% 1.5% 1.2% 0.7% 0.3% -0.4% 1.5%
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69. Credit to the private sector has remained in the path of sustained growth. 
Between August and November, credit to the private sector grew at an average 
monthly rate of 0.7 percent. 

Graph 67
CREDIT TO THE PRIVATE SECTOR: SEASONALLY ADJUSTED DATA

(Millions of nuevos soles)
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CREDIT Dec-07 Sep-08 Nov-08 Dec-08 Jun-09 Jul-09 Aug-09 Sep-09 Oct-09 Nov-09

Balance in millions of soles 74,355 90,828 95,111 96,520 100 ,752 101,580 102,591 102,451 103,357 104,400

Monthly flow in millions of soles 2,339 2,289 1,838 1,409 583 829 1,010 -140 906 1,043

12-month % change 32.6% 33.5% 32.1% 29.8% 19.4% 17.5% 15.9% 12.8% 10.8% 9.8%

Monthly % change 3.2% 2.6% 2.0% 1.5% 0.6% 0.8% 1.0% -0.1% 0.9% 1.0%

70. By type of credit, credit for micro businesses, which grew 25.3 percent in 
November, continues to show the greater dynamism. Consumption loans and 
mortgage loans have grown moderately, recording growth rates of 9.6 and 
16.5 percent, respectively.

Graph 68
CREDIT TO THE PRIVATE SECTOR BY TYPE OF LOAN

(Annual % change)

1/ Constant exchange rate at November 2009.
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71. The overall evolution of credit in soles and dollars has been coupled by a 
reduction of the ratio of dollarization of credit to the private sector, which fell 
from 48.7 percent in July to 46.0 percent in November.
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series of measures that included not only the reduction of the rates of reserve requirements, but 
also a comprehensive activation of liquidity injection procedures, allowed credit to the private sector 
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Graph 69
DOLLARIZATION OF CREDIT TO THE PRIVATE SECTOR
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One of these measures, which strengthened local banks’ capacity of response to the international 
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BANKS’ EXTERNAL LIABILITIES
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Long-term Short-term Long-term foreign liabilities / Total foreign liabilities
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4,359 

Long-term financing starts to increase given 
that long-term foreign liabilities were 
exonerated from reserve requirements
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account for the deceleration of credit, interest rates increase because funding becomes scarce, 
and they do not decrease, as in this case, when the average interbank interest rate in dollars fell 
����
*$-9
������	

�
1����	
���-
	�
�$+�
������	

�
0��	�����
���-
���
	�
�$�
������	
	����$
��

	�
�
X���
	��
��X
��
����
	

�
	��
�������
X��
��
�	�
���
X
	�
	��
�
����
�����
��
��
����
	

�

�����$

72. By type of financial institution, banks showed the fastest pace of dedollarization 
between July and November (the ratio of dedollarization declined from 54.3 
to 52.0 percent). By type of credit, mortgages recorded the highest ratio of 
dedollarization (down form 64.2 percent to 59.9 percent).
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Bond market

73. Private issuances of non financial firms have been very dynamic during 2009 
and have widely exceeded the ones made in 2008, reaching similar levels to the 
ones observed in 2007, before the international financial crisis unfolded. Thus, in 
November, these issuances amounted to over S/. 1,200 million. Moreover, the 
interest rates of corporate bonds have declined significantly, reaching similar 
levels to the ones observed during 2007. 

Graph 70
BONDS ISSUED BY NON-FINANCIAL COMPANIES
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* Primary public offers are valued in dollars at constant exchange rate at November 2009. Includes securitization bonds. 

Crisis deepening
period

  US$ S/. Total S/.
 Jun-09 20 161 220
 Jul-09 23 40 108
 Aug-09 0 30 30
 Sep-09 28 316 398
 Oct-09 5 232 245
 Nov-09 390 85 1,247
 Average 2007   216
 Average 2008   103
 Average 2009   276

74. Coupled by lower uncertainty and lower risks, the recovery of growth in financial 
and capital markets has translated into a lower cost of credit for the private 
sector, particularly in terms of the cost of issuances of corporate bonds whose 
interest rates have declined significantly: from 10.2 percent in October 2008 to 
6.9 in July 2009 and to 6.4 percent in November.

Graph 71
YIELD ON AAA CORPORATE BONDS (5 YEARS)
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75. Private pension funds have recovered during 2009 following basically the 
evolution of the Peruvian and global securities markets, reaching a total 
of S/. 66,327 million at November 2009 (a higher level than the maximum 
value recorded in May 2008). Likewise, a substantial recovery of the equity 
administered by pension funds –which were affected both in terms of their 
profitability and liquidation by the deepening of the global crisis in Q3-2008– 
has been observed, even though it still remains below the maximum level 
reached in June 2008.

76. The yield curve of sovereign bonds remained rather stable in November, but 
showing historical low levels, particularly in the short tranche of the curve, 
reflecting economic agents’ perceptions about the flexibilization of conditions 
in the money market and lower expectations of inflation in the forecast horizon.  

Graph 72
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77. Between September and November, the average nominal exchange rate 
appreciated by 0.08 percent reflecting the weakness of the dollar in international 
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markets and portfolio movements of local agents, mainly AFPs, which reduced 
their long positions in foreign currency in response to the decline of risk aversion 
in international financial markets. In real terms, the exchange rate has recorded 
a similar level to the one observed at the beginning of the year, which is also 
similar to the average level in the last 10 years.  

Graph 73
REAL MULTILATERAL EXCHANGE RATE INDEX 

(Dec.01 = 100)
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78. The balance of net forward purchases began to increase since the second 
half of August 2009, reflecting appreciatory pressures on the exchange rate. 
This balance reached a record level of US$ 2,196 million at end October. In 
November, pressures in the forex market declined significantly and the balance 
of net purchases reached a level of US$ 1,654 million at the close of this 
month.

Graph 74
NET FORWARD PURCHASES AND EXCHANGE RATE

(Exchange rate S/. per US$ and purchases in millions of US$)
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79. Between September and November, the BCRP purchased foreign currency for 
a total of US$ 1,179 million to reduce the volatility of exchange generated 
by a reversal of domestic institutional investors’ long positions in foreign 
currency. 

Graph 75
EXCHANGE RATE, NET PURCHASES OF FC AND NET MATURITY OF CDR

(Exchange rate S/. per US, purchases and CDRs in millions of US$)
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Accumulated 2007-2009 13,168
* Negative sign indicates net sales of US dollars.

80. In the same period, expectations about the exchange rate in 2010 and 2011 
declined, reflecting the market conditions observed at the time. Thus, economic 
analysts and financial entities expected the exchange rate in 2010 to close at 
S/. 2.90 and S/. 2.88 per dollar, respectively. In 2011, analysts expect the 
exchange rate to close at S/. 2.85, a lower rate than the one expected in 
September (S/. 2.91 per dollar).
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81. In Q4-2009, the Central Bank continued preventively accumulating international 
reserves and purchased US$ 1,336 million in the forex market, as a result of 
which the balance of reserves increased to US$ 33,428 million in November 
2009.

Graph 76
NET INTERNATIONAL RESERVES
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The preventive accumulation of reserves in such a context is a crucial mechanism to face 
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as the Peruvian economy, international reserves also allow the Central Bank to play its role of last-
resort lender as they allow the Central Bank to provide liquidity in FC to banks in episodes of deposit 
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of international liquidity and the need of adopting abrupt macroeconomic adjustments, international 
reserves generate greater stability in the economic cycle which, in turn, leads to a lower perception 
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A preventive policy of accumulation of international reserves has the additional advantage that it is 
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The country’s market of mortgage credits is still small compared with other economies of the region: 
in Peru this type of credits is equivalent to 3 percent of GDP, while in Chile, Mexico and Colombia 
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In the case of the second model, the credits that serve to back the issuance are taken out the 
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bonds have also been adversely affected, they have recorded a better performance in terms of 
prices compared with alternative instruments, such as mortgage backed securities (MBS). 
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Additionally, the development of these bonds offers several advantages, including: (i) a better match 
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VI. Inflation

82. Inflation fell below the target range in a context of lower inflation expectations 
and a reversal of the supply shocks that affected the prices of foodstuffs. At 
November 2009, the rate of accumulated inflation in the last 12 months was 
0.3 percent. Inflation had recorded a rate of 6.65 percent at December 2008. 
The reversal of the rises observed in the prices of commodities in a context 
of international crisis, the appreciation of exchange, and the contraction of 
domestic demand allowed the reduction of the domestic prices of fuels and 
some foodstuffs.

 Despite the recovery registered in the last months, the average price of crude in 
November 2009 was 22 percent lower than the average price recorded in 2008. 
This reflected in the prices of fuels, which went from last 12-month change of 
-0.04 percent in December 2008 to -17.0  percent in November 2009.

Graph 77
INFLATION AND TARGET RANGE

(12 month % change)
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 The reduction of the prices of the main food inputs (wheat, maize, and soy 
bean) in 2009 compared with the average prices of 2008 contributed to lower 
the prices of foodstuffs. The variation in the prices of foodstuffs in the last 12 
months went from 9.7 percent in December 2008 to 1.1 percent in November 
2009. 
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83. Core inflation has declined from annualized rates of over 6 percent in Q4-
2008 to rates close to the lower band of the target range in November 2009, 
reflecting the reduction of the output gap and inflation expectations. The non-
core component of inflation accounts for two thirds of the drop of overall 
inflation.

Graph 78
OVERALL CONSUMER PRICE INDEX AND FOOD AND BEVERAGES CPI

(Last 12-month % change)
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84. Accumulated inflation between January and November showed a rate of -0.07 
percent. The items that most contributed to accumulated inflation in this period 
included meals outside the home, sugar, fish, cleaning items, and education 
(tuition and fees). On the other hand, the items with the highest negative 
contribution to inflation were potato, eggs, rice, kerosene and gasoline, and 
lubricants.

Graph 79
CORE INFLATION

(3-month annualized moving average change)
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Imported inflation

85. Imported inflation recorded an accumulated change of -6.9 percent at November. 
This drop is explained by the evolution of the fuel component (-14.6 percent), 
imported foodstuffs (-2.9 percent), and electrical appliances (-2.3 percent).
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Inflation expectations

86. Economic agents’ expectations of inflation in 2009 have declined compared 
with the information discussed in our Report of September. In general, the 
surveyed groups expect inflation in 2010 and 2011 to fall within the target 
range (between 2.0 and 3.0 percent).

Graph 80
DOMESTIC AND IMPORTED INFLATION

(Last 12-month % change)

-9 

-4 

1 

6 

11 

Nov-03 Nov-04 Nov-05 Nov-06 Nov-07 Nov-08 Nov-09 

Imported CPI Domestic CPI CPI 

87. As regards the average prices of inputs and sale prices in the next 3-4 months, 
the index of expected average price of inputs rises from 56 in the September 
Report to 57 in this Report because a lower percentage of firms expect, the 
index of expected average sale prices has declined from 58 to 55 since our 
September Report was published.
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Inflation forecasts

88. Projected inflation in 2009 is revised slightly downwards compared with the 
Inflation Report of September due to the lower growth of economic activity and 
due to the fact that lower inflation is expected. Inflation returned to the target 
since July 2009. As from October, it has transitorily fallen below the lower band 
of the target range, as forecasted in our Inflation Report of September. In 2010, 
it should return to the target range in the beginning of Q2  

89. The downward trend shown by inflation during 2009 resulted from the reversal 
of the supply shocks affecting the prices of imported food and from the reduction 
of inflation expectations to levels close to the target. Last 12-month inflation 
has declined from 6.5 percent in January 2009 to 1.9 percent in August and to 
0.3 percent in November of this year. 

Graph 81
AVERAGE INPUT PRICE INDEX: NEXT 3 - 4 MONTHS
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Graph 82
AVERAGE SALE PRICE INDEX: NEXT 3 - 4 MONTHS
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90. In line with the information discussed in our Inflation Report of September, the 
severe deterioration of global economic conditions has affected the dynamism 
of domestic economic activity. This impact has been enhanced by a strong 
inventory adjustment. In this sense, the slowdown of GDP growth in the first 
nine months of 2009 was greater than the one foreseen in the baseline scenario 
of our Inflation Report of September. This lower initial point has had a downward 
effect on the growth path of GDP in 2009.

91. The lower initial point observed in Q4-2009 is associated with a lower level of 
imported inflation, which was even lower than the one forecasted in our previous 
report. This was due to the negative effects of the international recession, which 
was coupled by the slow reactivation of leading economies and its effects on 
the prices of imported inputs, such as oil derivatives, food, and construction 
inputs. The impact of these two factors is reflected in the recent downward 
evolution of the retail price index and its imported component.  

Graph 83
WHOLESALE PRICE INDEX

(Last 12-month % change)
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92. A gradual upward correction is projected in the price of commodities, in line 
with the gradual recovery of the world economy in 2010 and 2011. In this 
sense, a moderate upward contribution of imported inflation on overall inflation 
is expected. 

93. The grain futures market considers a price rise in line with the recovery of the 
global economy, as has been observed in the last two months. It is estimated 
that these higher costs of imported food inputs would be domestically absorbed 
through margins, which on average are currently higher than the levels recorded 
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in previous years. The baseline scenario also considers a reduction of the current 
gap between the international price of fuel and domestic prices through the 
increase of the latter.   

94. The projected decline of terms of trade has been revised slightly downwards, 
from -8.4 to -7.7 percent in 2009, since the lower drop of the prices of exports 
(from -13.9 to -11.5 percent) has been compensated by the lower drop of 
the prices of imports (from -5.9 to -4.1 percent). This is associated with better 
forecasts of growth in India and China, the largest developing countries. China, 
in particular, recorded higher-than-expected growth rates in Q2 and Q3 of 
2009. Because of this, the forecast on global growth has also been slightly 
increased, from -1.3 percent in our last report to -1.0 percent. Moreover, a 
gradual improvement of the global economic outlook is expected as from 2010.

95. The baseline forecast scenario considers that the loosening of monetary policy 
and the execution of higher public spending associated with the Economic 
Stimulus Plan will contribute to sustain economic growth throughout the 
forecast horizon, especially in Q4 of 2009 when GDP should record a positive 
growth rate. Growth would continue throughout 2010.

 All together, the external and domestic determinants of economic activity imply 
a gradual improvement of the output gap (measured as the deviation of GDP 
from the potential output), especially in 2010. The forecast on GDP growth is 
revised from 1.8 to 1.0 percent for 2009. A growth rate of around 5.5 percent 
is estimated for 2010 and 2011.
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VII. Balance of risks

96. The risk factor foreseen in our previous report that materialized was the risk of 
higher domestic food prices. 

97. Given the macroeconomic context, the forecasts are still subject to a high 
level of uncertainty, although slightly lower than in our last report. The main 
risks that could cause inflation to deviate from the central scenario include the 
following::

Deterioration of the world economy. The baseline scenario considers that 
the global economy has started recovering. However, the probability that 
growth would be even slower or the risk of experiencing a downturn in the 
recovery still remains (the main risks are associated with a slow evolution 
of consumption in developed countries, with the strategy used to withdraw 
monetary and fiscal stimulus, and with a lower-than-expected growth in 
China, among other factors). This risk would imply lower rates of growth and 
inflation than the ones considered in the baseline scenario.

  In this risk scenario, monetary policy would maintain a monetary stimulus 
position for a longer period of time. 

Greater impulse of domestic demand. The forecast scenario considers a 
context of recovery in domestic activity, supported mainly by the growth 
of public and private spending. However, if private and public consumption 
expenditure increased significantly, monetary stimulus would be reduced 
faster.

Constraints in the supply of electricity: the deceleration of demand for 
electricity and the expansion of the supply of electricity generation during 
the year have reduced upward pressures on electricity rates in the short 
term. However, given the expected recovery of growth, there is a slight risk 
of having upward pressures in 2011 should adverse climatic factors (severe 
drought) occur if the effective increase of energy supply is delayed. 

  This factor would only imply changes in monetary policy if this affects inflation 
expectations. 

98. The inflation forecast goes from a downward bias to a neutral balance.
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99. This leads to project a symmetric density for inflation, which means that there is 
the same probability that inflation will fall below or above the level considered 
in the baseline scenario throughout the forecast horizon. The balance of risks in 
terms of GDP growth is also considered neutral.  

Graph 84
INFLATION FORECAST: BALANCE OF RISKS 1/

(Deviations 2 year-ahead inflation in % points)
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Graph 85
INFLATION FORECAST

(12-month % change)
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1/ This graph shows changes in risk perception compared with the September 2008 Inflation Report. The size and 
sign of bars show the asymmetry of each risk factor in the inflation forecast distribution. In contrast with the 
previous report. added total effects generated a slightly downward asymmetry in the inflation forecast.

Memo:  The graph shows the inflation prediction bands along the forecast horizon. The darkest band around the 
central forecast represents a 10 percent probability of occurrence, while all the other bands represent a 90 
percent probability of occurrence.
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CONCLUSIÓN 

100. Inflation in the last months continued showing a downward trend associated 
mainly with the reversal of the supply shocks observed last year.  As a result of 
this, the rate of inflation in the last 12 months has transitorily fallen below the 
target range, but is projected to converge towards the target at the beginning 
of Q2-2010. The determinants of the inflation forecast are: a recovery in 
the economy that allows closing the current negative output gap, inflation 
expectations anchored at the level of the target, relatively low imported 
inflation, and normal conditions of food supply with a “moderate” El Niño 
event. 

Graph 86
GDP GROWTH FORECAST

(% change of GDP moving average of the last 4 quarters compared with the same period of the previous year) 
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Memo: The graph shows the inflation forecast bands along the forecast horizon. The darkest band around the 
central forecast has a 30 percent probability of occurrence, while all the bands together have a 90 percent 
probability of occurrence.



97

��� ��� �	�
��
	�� � 
 
���������	

�

APPENDIX
�3		4�;�=[�5Y(��>[:45�=>��(,=�5�[=�(+4�5

 
  

2007 2008
 2009  1/ 2010  1/ 2011  1/

    ����

����� ����
������ ����

����� ����
������ ����

����� ����
�����
 

�
���Z��J��$


%$
 UH'
 -$�
 �$-
 %$-
 %$�
 9$�
 9$9
 9$�
 9$9
�$
 H����	
�
������
 %%$-
 %�$<
 ��$*
 ��$-
 9$�
 +$�
 9$2
 +$%

 �$
'�
#�	�
�������	
��
 -$<
 -$2
 �$9
 �$�
 <$<
 <$<
 *$�
 *$�

 �$
'���
�
�������	
��
 *$9
 %$-
 �$9
 �$9
 *$�
 *$�
 <$�
 <$�

 �$
'�
#�	�
����

�#��	���	
 �<$*
 �9$+
 �%�$<
 �%9$<
 *$�
 +$<
 �$�
 �$�

 �$
'���
�

�#��	���	
 %-$*
 *�$-
 *�$�
 �%$�
 %9$+
 ��$�
 2$�
 �$-
<$
 :����	�
[�����
���
���#
���\
 +$�
 -$�
 ��$2
 �<$�
 *$2
 9$9
 +$%
 9$2
*$
 �����	�
[�����
���
���#
���\
 �%$<
 %�$�
 �%%$+
 �%�$%
 �$�
 -$-
 -$<
 -$�
9$
 J�
�
	����
���	����_
������
�
���X	�
 *$2
 �$+
 �%$2
 �%$*
 �$2
 <$�
 <$*
 <$9
Memo:        





��	��	
���
�~
[}\
 %$2
 <$-
 �%
$
�
 ��
$
�%
 �%
$
�%
 �%
$
�
 �%$
�%
 ��$9
$
��$9
        

Z��J��$
�

+$
 Q������	

���	
��
 <$�
 +$2
 �$�
�
%$�
 �$�
�
�$9
 %$9��$9
 %$9��$9
 %$9��$9
 %$9��$9
2$
 1#�����
��
��
��
�����
�
�
 �$*
 <-$9
 �<�$2
 �<-$%
 �*$-
 <�$<
 *$<
 *$�
-$
 "��
���
��������
��	�
<~

 �2$�
 *$9
 �*$�
 �2$<
 �$�
 %$*
 �$-
 ��$<
�$
 @���
J��	
��	����
��������
��	�

<~

 �%$2
 �*$-
 �<$*
 %$9
 %$+
 %$*
 �$9
 ��$<
%�$
 Z����
��
	����


 <$+
 �%<$-
 �-$*
 �2$2
 *$�
 %�$%
 ��$-
 ��$+

 �$
 :����	
��
��

����

 %*$�
 *$�
 �%<$�
 �%%$9
 %%$�
 ��$<
 %$2
 �$�

 �$
 �����	
��
��

����
 %�$�
 �%$2
 �9$�
 �*$%
 9$-
 �$�
 �$+
 �$2
        
� � >�)�����Z��J��$


%%$
 ?�������

�
�
�����	
��
 �2$%
 %+$2
 %�$�
 %�$9
 %�$9
 %�$9
 %*$�
 %*$�
%�$
 ?���
	
	�
	��
��
#�	�
���	��

*~
 <<$�
 ��$+
 2$�
 %�$�
 %�$9
 %%$�
 %%$9
 %%$9

Z��\�.�,

%<$
 H����	
�
��#
���
��	�
 ��$�
 �+$�
 �<$+
 �%$�
 �9$*
 ��$9
 �+$2
 �*$%
%*$
 ?�����	
������	
��
	��
�������
��
������	�
 %$%
 �<$<
 ��$%
 ��$+
 ��$*
 ��$2
 ��$9
 �%$�
%9$
 Z����
�������
 2$2
 �$*
 �$�
 *$<
 <$%
 9$+
 �$2
 *$2
%+$
 U����
��	�����
�����
��
	�
	��
��
#�	�
���	��
9~
 �$%
 9$+
 9$2
 9$�
 *$�
 9$%
 *$�
 *$*
%2$
 ?�����	
��#����
��
	��
�������
��#������	
 ��$2
 ��$-
 %-$*
 %-$+
 %�$�
 %-$�
 %�$<
 %�$<
%-$
 "��������
��
������
	���
��
	��
�������
��#������	
 %+$�
 %2$<
 %�$<
 %�$�
 %�$�
 %�$*
 %�$%
 %�$9
%�$
 U������
��#������	
�#�����
�������
 <$%
 �$%
 ��$�
 �%$9
 �%$+
 �%$+
 �%$�
 �%$�
��$
 Z�	��
����
�
���	
�������
 ��$+
 �*$�
 �+$�
 �+$*
 �9$<
 �<$-
 �*$-
 �<$<

�@N
����	
��
@����	

%~
Q������	$

�~
H
������	
��
��	X���
UH'
���
��	��	
��
UH'
[������	���\$

<~
:����	�	
���
��
������
�
����	�
������
��
	��
�#���	
��
��
	��
��������
��	�
������
��
	�
	��
���#��
��
�����������
�
�����	�	
���$

*~
?���	��	
��������
��	�$

9~
��������
����
��
�
���	

�#��	���	�
���
��
#�	�
���	��_�
����
	���
�
���������	�$


