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6. Positive tone of financial markets at the beginning 
of the year 

Assets showed a slight improvement in the first quarter, but we foresee an 
adjustment going forward 
So far this year local financial markets have performed well. After the first results of the US elections came through, 

tension arose in local financial markets, but these soon dissipated. Country risk indicators for Peru, as well as the 

CDS Peru at 5 years and the EMBIG-country were better before the US elections. Accordingly, so far this year the 

former has fallen by 2% while the second has dropped by 8% (see Figures 6.1 and 6.2). 

Figure 6.1. CDS-Peru at 5 years (basis points)  Figure 6.2. EMBIG-Peru (basis points)   

 

 

 
Source: Bloomberg and BBVA Research 

 
Source: Bloomberg and BBVA Research 

In line with this, local assets and the Peruvian currency appreciated in the first quarter. This took place in a context in 

which China has maintained solid growth, expectations of extreme scenarios arising from policies that may be 

adopted by the US government have moderated, the prices of metals Peru exports(such as gold and copper) have 

remained at high levels (see Figure 6.3), favouring the improvement in the balance of trade. The gradual monetary 

adjustment in the most developed economies has also continued to whet a strong appetite for Peruvian financial 

assets, such as sovereign bonds, among others (see Figure 6.4). These factors have seen the yield of these 

sovereign bonds fall, returning to their pre-US election levels (early November, see Figure 6.5), whereas the USD to 

PEN (Peruvian sol) exchange rate has been pushed downward. 
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Figure 6.3. Raw material prices: copper and gold 
(USD/pound and USD/troy ounce)  

 Figure 6.4. Holding of sovereign bonds according to 
investor origin (PEN thousands of millions) 

 

 

 
Source: Bloomberg and BBVA Research 

 
Source: Bloomberg and BBVA Research 

We forecast that the exchange rate will tend to adjust upwards in the coming months, perhaps more clearly in the 

second half of the year. This will happen within a context in which the difference between interest rates in Peruvian 

soles and interest rates in dollars will tend to fall. We foresee the central bank of Peru cutting back on its monetary 

policy rate (see Section 8 for greater detail) while the FED will continue to raise its rates. Depreciation of the local 

currency will, however, be limited, because this reduction in rate difference will be tempered by the improvement in the 

balance of trade. Consequently, our baseline scenario provides for an exchange rate to close the year of 3.35 to 3.40 

Peruvian soles per dollar (see Figure 6.6). 

Figure 6.5. Yield curve of sovereign bonds (%)  Figure 6.6. Projection of the USD PEN exchange rate 
(Soles per Dollar)  

 

 

  
Source: Bloomberg 

 
Source: Central Reserve Bank of Peru and BBVA Research 
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LEGAL NOTICE 

This document, prepared by BBVA Research Department, is informative in nature and contains data, opinions or estimates 

connected with the date of its publication. These derive from the department’s own research or are based on sources believed to 

be reliable, and have not been independently verified by BBVA. BBVA therefore makes no guarantee, express or implied, as to the 

document's accuracy, completeness or correctness.  

The estimates contained in this document have been formulated according to generally accepted methods and should be taken as 

such, i.e. as estimates or projections. The historical evolution of economic variables (positive or negative) is no guarantee that they 

will evolve in the same way in the future. 

The contents of this document are subject to change without prior notice for reasons of, for example, economic context or market 

fluctuations. BBVA does not give any undertaking to update any of the content or communicate such changes. 

BBVA assumes no responsibility for any loss, direct or indirect, that may result from the use of this document or its contents.  

Neither this document nor its contents constitute an offer, invitation or solicitation to acquire, divest or acquire any interest in assets 

or financial instruments, nor can it form the basis of any contract, commitment or decision of any kind.  

In particular as regards investment in financial assets that may be related to the economic variables referred to in this document, 

readers should note that in no case should investment decisions be made based on the contents of this document and that any 

persons or entities which may potentially offer them investment products are legally obliged to provide all the information they need 

to take these decisions.  

The contents of this document are protected by intellectual property law. It is expressly prohibited to reproduce, process, distribute, 

publicly disseminate, make available, take extracts, reuse, forward or use the document in any way and by any means or process, 

except where it is legally permitted or expressly authorised by BBVA. 
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