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Nearing Neutral

P> In our previous report, we removed the upside bias from our 2.8% GDP forecast for 2025 and lowered our
projection for 2026 to 2.7%, reflecting rising global uncertainty and a reduced external impulse. So far, the
economy has navigated the prevailing uncertainty well, with a continued recovery in private investment and a
resilient labor market. Swings in domestic policy uncertainty, reflected by a cabinet shuffle in the context of
public safety concerns are important watchpoints as next year's election looms. Inflation is expected to remain
within the BCRP’s target range of 2% (+/- 1%). We believe the BCRP is likely to pause in the near term, and

eventually cautiously cut towards 4%.

Activity slipped at the margin in March,
although leading indicators remain positive

Following a strong end to 2024 that persisted through
January, the monthly GDP proxy fell by 0.1% in March,
marking the second consecutive drop (-0.1% MoM/SA in
February). However, despite the monthly decline,
activity increased on an annual basis by 4.7% YoY SA.
The dynamics of leading indicators suggest growth
should continue at a healthy clip in the near term, as
imports of capital goods rose 14% YoY in the quarter
ending in February, mainly reflecting the recovery of
mining investment. Business confidence indicators
remain broadly in positive territory, yet fell at the margin,
likely due to heightened global policy uncertainty, and
domestic concerns on public safety.

Fiscal policy — revenue recovery continues

Fiscal dynamics remain an important watchpoint as the
deficit remains elevated; the 12-month accumulated
fiscal deficit fell by 10 basis points to 3.4% of GDP in
March, still well above the 2.2% official target.
Importantly, revenues continue to improve, with cyclical
real revenues rising by 13.2% YoY in the quarter ending
in March. Yet, non-financial real expenditure is still
strong, rising by 8.4% YoY in March, mainly driven by
public investment. In this context, the Fiscal Council
flagged elevated fiscal risks related to above-consensus
official growth forecasts and Congress-related initiatives
that reduce revenues and raise structural expenditures.
Compliance with this year’s official 2.2% nominal deficit
target, following two consecutive years of misses, will
require controlled spending and continued revenue
momentum. We expect the nominal fiscal deficit to reach
2.5% of GDP this year and 2.2% in 2026.

Revenue recovery continues
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Inflation dynamics remain favorable

Even though CPI jumped by 0.32% MoM in April, driven
by transitory shocks to volatile food prices, inflation
dynamics are not a source of concern. In fact, core
inflation (ex food and energy) was a milder 0.14% MoM.
On an annual basis, headline inflation reached 1.65%, up
from the base-effect-led low of 1.28% in March, and core
inflation rose by 3 basis points to 1.9% YoY, close to its
three-year low. Inflation has stayed within the BCRP’s
target range of 2% (+/- 1%) for over thirteen months, in
contrast to the region that continues to struggle with
above target inflation. Similarly, survey-based one-year
inflation expectations have remained within the target
since December 2023, declining to 2.29% in April.

Please refer to the last page of this report for important disclosures, analyst and additional information. Itai Unibanco or its subsidiaries may do or seek to
do business with companies covered in this research report. As a result, investors should be aware that the firm may have a conflict of interest that could
affect the objectivity of this report. Investors should not consider this report as the single factor in making their investment decision.
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Peru stands out in controlling inflation in the
region
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Monetary Policy — nearing neutral

At its monthly monetary policy meeting in May, the
Central Bank cut its monetary policy rate by 25 bp to
4.5%, breaking a string of pauses since January. Market
consensus was tilted towards another hold. The BCRP’s
communiqué indicated once again that the policy rate is
nearing neutral, with the one-year real ex-ante rate at
2.21%, and maintained data-dependent guidance.
However, the statement omitted the usual phrase
following a rate cut that says, "this move does not
necessarily imply a cycle of successive cuts." The
communiqué highlights an increasingly complex external
backdrop, marked by a slower convergence of inflation
to target levels across several economies and a more
subdued outlook for global economic activity amid
persistent uncertainty and restrictive trade measures.

A minor tweak to the forecast

We still expect GDP to grow by 2.8% in 2025, driven by
the investment recovery. In addition, activity will be
supported by a resilient labor market and the recovery of
real wages. We revised our unemployment rate forecast
down to 6.5% for this year, driven by recent tracking.
Looking towards next year, our growth forecast remains
at 2.7%. The risk of higher domestic policy uncertainty
as presidential and legislative elections approach (April,
2026), and elevated uncertainty related to global trade,
may dampen private sentiment and slow the pace of
activity recovery.

Swings in domestic policy uncertainty, reflected by a
cabinet shuffle in the context of public safety concerns
are important watchpoints as next year's election
looms.

With inflation remaining firmly within the target, we
expect CPI to rise slightly in the coming months due to
base effects, reaching 2.3% by the end of the year.
While ongoing food supply issues pose an upside risk,
the sizable 10% minimum wage hike has yet to be
revealed as a material pressure on prices. Low global oil
prices are incorporated into our 2% CPI forecast for
2026.

We believe the BCRP is likely to pause in the near term,
and eventually, and cautiously, cut towards 4%. Even
though interest rate differentials with the Fed have
practically closed, exchange rate volatility appears
contained. Global developments remain a key
watchpoint for the medium-term outlook and the BCRP’s
policy response.

Andrés Pérez M.
Vittorio Peretti
Andrea Tellechea Garcia
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Peru | Forecasts and Data

2020 2021 2022 2023 2024 2025F 2026F

Current Previous Current Previous

Economic Activity

Real GDP growth - % -10.9 13.4 2.8 -0.4 3.3 2.8 2.8 2.7 27

Nominal GDP - USD bn 206 226 245 268 289 304 304 319 319

Population (millions) 33.5 33.8 34.2 34.5 34.9 35.2 35.2 35.2 35.2

Per Capita GDP - USD 6,156 6,690 7,159 7,764 8,305 8,643 8,643 9,049 9,049

Unemployment Rate - year avg 12.8 11.3 7.7 6.9 6.6 6.5 7.0 6.5 7.0
Inflation

CPl-% 2.0 6.4 8.5 3.2 2.0 2.3 2.3 2.0 2.0
Interest Rate

Monetary Policy Rate - eop - % 0.25 2.50 7.50 6.75 5.00 4.25 4.25 4.00 4.00
Balance of Payments

PEN / USD - eop 3.62 4.00 3.81 3.70 3.80 3.80 3.80 3.80 3.80

Trade Balance - USD bn 8.1 151 10.2 17.7 24.0 21.0 21.0 18.0 18.0

Current Account - % GDP 0.9 -2.1 -4.0 0.8 2.2 0.5 0.5 0.2 0.2

Foreign Direct Investment - % GDP 0.3 3.2 4.6 1.5 2.4 3.0 3.0 3.0 3.0

International Reserves - USD bn 74.9 78.5 72.2 71.3 79.0 78.0 78.0 78.0 78.0
Public Finances

NFPS Nominal Balance - % GDP -8.9 -2.5 -1.7 -2.8 -3.6 -2.5 -2.5 -2.2 -2.2

NFPS Primary Balance - % GDP -7.3 -1.0 -0.1 -1.1 -1.9 -0.6 -0.6 -0.4 -0.4

NFPS Debt - % GDP 345 35.8 33.9 32.9 32.7 34.2 34.2 34.0 34.0

Source: IMF, INEI, BCRP, Itau
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Relevant Information

-

. This report has been prepared and released by the Macro Research Department of Itad Unibanco S.A. (“ltad Unibanco”). This report is not a product of the Equity
Research Department of Ital Unibanco or Itat Corretora de Valores S.A. and shall not be construed as a research report (“relatério de analise”) for the purposes of
Article 1 of the CVM Instruction NR. 20, dated 2021.

2. The exclusive purpose of this report is to provide macroeconomics information and it does not constitute and shall not be construed as an offer to buy or sell or a
solicitation of an offer to buy or sell any financial product, or to participate in any particular trading strategy in any jurisdiction. The information herein is believed to
be reliable as of the date on which this report was released and it has been obtained from public sources believed to be reliable. However, Itat Unibanco does not
make any explicit or implied representation or warranty as to the completeness, reliability or accuracy of such information, nor does this report intend to be a
complete statement or summary of the markets or developments referred to herein. Itai Unibanco has no obligation whatsoever to update, modify or amend this
report and inform the reader accordingly.

3. The opinions contained herein reflect exclusively the personal views of the analyst responsible for this report and were prepared independently and autonomously,
including in relation to Itad Unibanco, Itau Corretora de Valores S.A. and any other companies within their economic group.

4. This report may not be reproduced or redistributed to any other person, in whole or in part, for any purpose, without the prior written consent of Itatl Unibanco.
Additional information on the financial products mentioned in this report may be available upon request. Itai Unibanco and/or any other company within its
economic group is not and shall not be liable for any investment decisions (or otherwise) based on the information provided herein.

Additional Note: This material does not take into consideration the objectives, financial situation or specific needs of any particular client. Clients must obtain financial, tax,
legal, accounting, economic, credit and market advice on an individual basis, based on their personal characteristics and objectives, prior to making any decision based on
the information contained herein. By accessing the material, you represent and confirm that you understand the risks related to the financial instruments described in this
material and the laws in your jurisdiction relating to the provision and sale of financial service products. You acknowledge that this material contains proprietary information
and you agree to keep this information confidential for your exclusive use.

For inquiries, suggestions, complaints, criticisms and compliments, talk to Itai’s CSCC: 0800 728 0728. Or contact us through our portal https://www.itau.com.br/atenda-
itau/para-voce/. If you are not satisfied with the proposed solution, please contact the Itai Corporate Ombudsman: 0800 570 0011 (on weekdays from 9 AM to 6 PM) or
our PO Box 67.600, S&do Paulo-SP, Zip Code 03162-971. Hearing impaired, every day, 24h, 0800 722 1722.
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