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5. Small current account deficit: strength in an
environment of moderating capital inflows

The balance of trade improved in 2017 due to the sharp increase in export values (see Figure 5.1). Higher export
prices and improved world demand (including from within Latin America) were the two main factors favourably
affecting this performance. The former meant that exports of traditional products, especially mining products (see
Figure 5.2), increased strongly, while the latter was more pertinent for non-traditional exports, which improved, albeit
to a more limited extent. We estimate than in this context Peru’s trade surplus was around US$5.8 billion in 2017, the
biggest since 2012. The higher export prices however also meant more profit for mining companies and consequently,
at the macroeconomic level, more repatriation of profits and dividend payments. Our balance of greater trade surplus
but also greater payments of dividends and profit remittances leads us to a current account deficit that will have further
decreased in 2017, to around 1.3% of GDP.

Figure 5.1 Trade balance Figure 5.2 Annual increase in exports in 2017 (US$ millions;
(USD bhillions) estimated)
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For 2018 we foresee some deterioration in the external deficit to a level equivalent to 1.8% of GDP. This will come
about in a context in which the greater dynamism of domestic demand will boost imports and the average price of oil
will rise, both of which will be attenuated by the higher average prices of the metals that Peru exports. Later on,
despite the small- and medium-size mining projects starting to produce from 2021, the downward correction in metal
prices and the consolidation of domestic demand will take the current account deficit of the balance of payments to
around 2% of GDP.

These external deficits are relatively small, which limits external financing requirements. This places the Peruvian
economy in a relatively strong position to face the decline in capital inflows to emerging economies, which is worth
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highlighting given the trend towards a less accommodative monetary policy stance in the most developed economies
(leading to a narrowing of the relative profitability differential in favour of emerging market assets) and the tax
measures to be implemented by the Trump administration in the US (the sharp cut in income tax and the incentives to
repatriate capital may lead to greater American and foreign investment in the US).
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DISCLAIMER

This document, prepared by BBVA Research Department, is informative in nature and contains data, opinions or estimates as at
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, either express or implied, as to the
document's accuracy, completeness or correctness.

Any estimates contained in this document have been made in accordance with generally accepted methods and are to be taken as
such, i.e. as forecasts or projections. Historical trends in economic variables (positive or negative) are no guarantee that they will
move in the same way in the future.

The contents of this document are subject to change without prior notice, depending on (for example) the economic context or
market fluctuations. BBVA does not give any undertaking to update any of the content or communicate such changes.

BBVA assumes no liability 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, disinvest or obtain any interest in
assets or financial instruments, nor can they form the basis of any contract, undertaking or decision of any kind.

In particular as regards investment in financial assets that could 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 who may potentially offer them investment products are legally obliged to provide all the information they need
to take such decisions.

The contents of this document are protected by intellectual property law. The reproduction, processing, distribution, public
dissemination, making available, taking of excerpts, reuse, forwarding or use of the document in any way and by any means or
process is expressly prohibited, except where this is legally permitted or expressly authorised by BBVA.

Peru Economic Outlook / 1% Quarter 2018 28



BBVA | rescec

This report has been produced by the Peru Division

Chief Economist, Peru
Hugo Perea
hperea@bbva.com

+51 1 2092042

Francisco Grippa Yalina Crispin Vanessa Belapatifio
fgrippa@bbva.com yalina.crispin@bbva.com vanessa.belapatifio@bbva.com
Ismael Mendoza Marlon Broncano

ismael.mendoza@bbva.com marlon.broncano@bbva.com

BBVA Research

Chief Economist BBVA Group
Jorge Sicilia Serrano

Macroeconomic Analysis Financial Systems and Regulation Spain and Portugal
Rafael Doménech Santiago Fernandez de Lis Miguel Cardoso
r.domenech@bbva.com sfernandezdelis@bbva.com miguel.cardoso@bbva.com
Global Macroeconomic Scenarios International Coordination United States
Miguel Jiménez Olga Cerqueira Nathaniel Karp
mjimenezg@bbva.com olga.gouveia@bbva.com Nathaniel.Karp@bbva.com
Global Financial Markets Digital Regulation Mexico
Sonsoles Castillo Alvaro Martin Carlos Serrano
s.castillo@bbva.com alvaro.martin@bbva.com carlos.serranoh@bbva.com
Long-Term Regulation . )
Global Modelling and Analysis Maria Abascal gla%dplglﬁiacs;f Asiaand
Julian Cubero maria.abascal@bbva.com - X
juan.cubero@bbva.com : f Alvaro Or_tlz
Financial Systems alvaro.ortiz@bbva.com
Innovation and Processes Ana Rubio Turke
Oscar de las Pefias arubiog@bbva.com AlvaroyOrtiz
oscar.delaspenas@bbva.com alvaro.ortiz@bbva.com
Asia
Le Xia

le.xia@bbva.com

South America
Juan Manuel Ruiz
juan.ruiz@bbva.com

Argentina
Gloria Sorensen
gsorensen@bbva.com

Chile
Jorge Selaive
jselaive@bbva.com

Colombia
Juana Téllez
juana.tellez@bbva.com

Peru

Hugo Perea
hperea@bbva.com
Venezuela

Julio Pineda
juliocesar.pineda@bbva.com

ENQUIRIES TO: BBVA Research Peru Av. Republica de Panama 3055, San Isidro, Lima 27, Peru. Tel: + 51 12092042-bbvaresearch@bbva.com

www.bbvaresearch.com

Peru Economic Outlook / 1% Quarter 2018

29



