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Positive GDP surprise in the second 
quarter 
Strong domestic demand offset the drop in exports 

 Private spending and greater fiscal stimulus supported output growth  
Economic activity proceeded at a fast pace in 2Q12 growing by 6.1% year-on-year in 

real terms, despite the deterioration in the international context. Going forward, we 

anticipate a gradual downturn in private spending, in line with the deterioration of 

business confidence and the slowdown in the creation of quality employment. 

 Lower foreign demand increased the balance of payments current-
account deficit to 4.3% of GDP  
Because long-term capitals are still financing this gap excessively, the Central Bank 

continued to accumulate international reserves. 

 The fiscal balance remains at a comfortable level, increasing the 
annualized surplus to 2.7%, the highest in the last four years 
The increase in household income and contributions, the new tax system for the 

mining sector and the better results posted by state-owned companies all had an 

effect on this result. 

 

 

Chart 1  
Peru, quarterly GDP growth. Year-on-year percentage change 

Source: BCRP 
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The strength of domestic demand supported the 
expansion of economic activity 
GDP recorded a 6.1% growth in the second quarter, despite the deterioration in the 
international context.  Although exports declined, this effect was offset by strong domestic 
demand. Going forward, we anticipate a downturn in private spending, in line with the 
deterioration of business confidence and the slowdown in the creation of quality employment. 

Investment continued to grow at double-digit rates, complemented by the 
growth in public consumption 
Strong GDP growth in the second quarter was associated with the strength of all the 
components of domestic demand, particularly investment, which continued to record double-
digit growth rates. Private investment grew by 13.5%, linked to the continuity of a number of 
projects in various sectors, including mining, with an overall investment in excess of one billion 
dollars between April and May. On the public side, investment continued to grow above 30%, 
notably investment by regional governments, in line with the greater experience acquired in the 
implementation of spending. The investment ratio (on output) was 27.5% and, according to 
our forecasts, could reach 30% of GDP in 2016, which is consistent with a potential growth 
level of nearly 5.5%.  

Public consumption growth was 10.6% (-0.7% in 1Q12), due in part to the implementation of 
the stimulus plan introduced last year, which involved greater spending in road maintenance 
and security and defense equipment. Private consumption slowed down slightly (5.8% vs. 
6.0% in 1Q12), but still enjoys a healthy growth rate.   

This rather strong performance of domestic demand was offset by a 2.5% decline in exports, 
against a background of high external turbulence, which mainly affected shipments of 
traditional products. However, part of this decline could also be explained by domestic supply 
problems, which could disappear over the coming months. 

Table 1 

GDP: growth of expenditure components. Year-on-year percentage change 
 1Q12 2Q12 1H12 

Domestic demand 
1/
 8.5 9.1 8.8 

Consumption loans 5.2 6.4 5.8 
Private consumption 6.0 5.8 5.9 
Public consumption -0.7 10.6 5.0 

Investment 
1/
 17.8 16.5 17.1 

Private investment 
1/
 13.7 13.5 13.6 

Public investment 37.2 30.3 33.5 
Exports 17.9 -2.5 7.2 
Imports 11.3 5.7 8.4 
GDP 6.1 6.1 6.1 

1/ Without inventories 
Source: BCRP and BBVA Research 

The boost in investment is being reflected at sector level in strong 
construction performance 
The Construction sector led the country's economic activity with a 16.9% growth rate, due to a 
great extent to construction work related to investment in mining, manufacturing and trade, as 
well as home building. Commerce and Services, two activities strongly linked to domestic 
demand, also posted strong growth. In services, worth mentioning are business services, 
vehicle rental and mining sector machinery, as well as restaurant and hotel activity and 
transportation and communications. Among the primary sectors, strong growth in the 
agricultural sector (5.9%) was offset to a great extent by the decline in fishing -14.3%). The 
performance of the first one was favored by the increased production of rice, palm oil and corn, 
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whereas the latter was affected by the occurrence of a slight El Niño phenomenon that resulted 
in warmer waters and reduced the availability of some marine species. Manufacturing 
performance remained weak, although it did manage to post a positive growth rate (0.1%) due 
to the better performance of the metal and non-metal mineral product industries. However, the 
textile and leather industry continued to show negative performance due to lower production 
for the foreign and domestic markets.    

Leading indicators anticipate an output slowdown in the second half of the 
year  
In July, the statistical effect of three additional working days means that the output growth rate 
will remain high. The activity indicators available for this month show an acceleration: electricity 
production increased 6.3% y/y, imports 23.8%, sales of new cars 39.7% and cement orders 
25.5%. 

Going forward, however, the expansion of economic activity will be slower due to external and 
local factors. On the one hand, weak foreign demand will continue to affect exports, mainly 
non-traditional ones. On the other hand, we anticipate some moderation in private spending, in 
line with the fall in business confidence (9 points in the last three months) and the slowdown in 
the creation of quality employment. However, these effects should be mitigated by the support 
that public spending will continue to offer, driven by the implementation of the stimulus 
package issued in June and the acceleration in public investment in the second half of the year. 
As a result, we forecast a gradual slowdown of economic activity in the last months of the year, 
with output starting to converge gradually towards its potential level. 

The weakness of international conditions is starting to be reflected in the 
external accounts 
The balance of payments current-account deficit amounted to 4.3% of GDP in 2Q12, which 
represented a decline of 2.4 pp compared to the previous quarter and 1.3 pp over the same 
quarter last year. This result can be explained by a less favorable performance of the 
commercial balance, due mainly to the decline in both the volumes and the average prices of 
traditional exports, while non-traditional exports continued to expand, although at a slower 
pace. Meanwhile, (nominal) imports continued to grow driven by strong private spending, 
despite the decline in some import prices (mainly food and oil). This was mitigated by the 
improvement in factor income, due to falling profits of foreign companies in line with lower 

Chart 2 
GDP: Growth by sector. 
Year-on-year percentage change 

Table 2 
Activity indicators. 
Year-on-year change and indexes 

 2Q12 Jul-12 

Average worker income 9 10 

Sales of new cars  32 40 

Local cement dispatches 17 26 

Electricity consumption  6 6 

Loans to individuals 
1/
 21 22 

Imports 4 24 

Consumer confidence (index) 54 55 

Business confidence (index) 61 56 

* Includes: Taxes, Electricity and Water, Commerce and Other 
Services. 
Source: BCRP 

1/ Refers to the nominal change in consumer and mortgage 
loans. . 
Source: BCRP 
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mineral prices. The increase in the external account in this quarter contrasts with the figure 
posted in 2009, when the external turbulence affected both exports and imports, which 
prevented further deterioration of the current account. 

As for financing, net capital inflow from long-term capitals continues to exceed the current-
account deficit, which is linked to a great extent to the large amounts of direct foreign 
investment, as well as loans to subsidiary matrix, in line with the growth in private investment. 
In addition, the public sector's financial account continues to show a positive result, as loan 
repayment is being exceeded by the acquisition of sovereign bonds by non-residents (USD 436 
million in 2Q12). Thus, the Central Bank continued to accumulate international reserves for an 
amount of just over USD 2 billion. 

The fiscal surplus mitigates financing needs and introduces a downward 
trend on public debt 
The non-financial public sector's overall balance amounted to 6.9% of GDP, 1.4 pp higher than 
in the same period last year. This result is explained, on one hand, by increasing current 
revenues due to the high dynamism of the sectors linked to domestic demand and, on the 
other hand, the moderate growth of non financial expense due to lower transfers and lower 
investment spending, particularly National Government. Thus, the accumulated public sector 
surplus for the last four quarters rose to 2.7% of GDP (2.2% of GDP in the last quarter), the 
highest recorded in the last four years. Going forward, we anticipate a reduction in this surplus 
due to the fact that public expenditure tends to accelerate in the second half of the year, prior 
to the close of the fiscal year. However, we expect an upward bias in relation to our fiscal 
surplus forecast (1.1%), due to the positive performance of tax receipts. Against this 
background, the downward trend of the government debt ratio continued, reaching 19.8% of 
GDP in the second quarter. 

 

Chart 3 
Balance of payments current-account deficit - As a percentage of GDP 

Source: BCRP 
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The macroeconomic accounts show that the Peruvian economy remains 
well positioned to face the eventuality of greater deterioration of the 
external environment 
The indicators of fiscal and external vulnerability continue to show positive performance and 
also show that in the eventuality of greater deterioration of global economic activity, the 
Peruvian authorities have ample room for fiscal and monetary response, even more than that 
seen during the months prior to the international financial crisis in September 2008. On the 
fiscal side, the low level of public borrowing is worth mentioning, with a gross debt of 19.8% of 
GDP and a net debt of 4.3%. The positive performance of the public balances has been 
emphasized by the risk rating agencies. Moody's recently upgraded Peru's sovereign debt rating 
to Baa2 (with a positive outlook), a level equivalent to that granted previously by Fitch and 
Standard & Poor's (BBB+). In addition, Standard & Poor's upgraded the outlook of Peruvian debt 
from stable to positive, arguing that the continuity of the macroeconomic policies and the 
investments expected in mining, hydrocarbons, infrastructure and electricity will continue to 
support GDP growth in the coming years. On the monetary side, the international reserve 
balance covers nearly 8 times the total short-term obligations (with maturity under 1 year) of 
the public and private sectors, while the short-term foreign liabilities of banks as a percentage of 
total loans continued to fall to 4.1%. 

 

Chart 4 
Fiscal Balance and Public Debt - As a percentage of GDP   

* The 2Q12 data for the overall balance refers to the rolling quarter of last 4 quarters.  
Source: BCRP 
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Chart 5 
Indicators of fiscal vulnerability (% of GDP) 

Chart 6 
Indicators of external vulnerability 

Source: BCRP * CPET: Short-term external liabilities of the banking 
Source: BCRP 
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DISCLAIMER 

This document and the information, opinions, estimates and recommendations expressed herein, have been prepared by Banco Bilbao 
Vizcaya Argentaria, S.A. (hereinafter called “BBVA”) to provide its customers with general information regarding the date of issue of the report 
and are subject to changes without prior notice. BBVA is not liable for giving notice of such changes or for updating the contents hereof. 

This document and its contents do not constitute an offer, invitation or solicitation to purchase or subscribe to any securities or other 
instruments, or to undertake or divest investments. Neither shall this document nor its contents form the basis of any contract, commitment or 
decision of any kind. 

Investors who have access to this document should be aware that the securities, instruments or investments to which it refers may not 
be appropriate for them due to their specific investment goals, financial positions or risk profiles, as these have not been taken into 
account to prepare this report. Therefore, investors should make their own investment decisions considering the said circumstances and 
obtaining such specialized advice as may be necessary. The contents of this document are based upon information available to the public that 
has been obtained from sources considered to be reliable. However, such information has not been independently verified by BBVA and 
therefore no warranty, either express or implicit, is given regarding its accuracy, integrity or correctness. BBVA accepts no liability of any type 
for any direct or indirect losses arising from the use of the document or its contents. Investors should note that the past performance of 
securities or instruments or the historical results of investments do not guarantee future performance. 

The market prices of securities or instruments or the results of investments could fluctuate against the interests of investors. Investors 
should be aware that they could even face a loss of their investment. Transactions in futures, options and securities or high-yield 
securities can involve high risks and are not appropriate for every investor. Indeed, in the case of some investments, the potential losses 
may exceed the amount of initial investment and, in such circumstances; investors may be required to pay more money to support 
those losses. Thus, before undertaking any transaction with these instruments, investors should be aware of their operation, as well as 
the rights, liabilities and risks implied by the same and the underlying stocks. Investors should also be aware that secondary markets for 
the said instruments may be limited or even not exist. 

BBVA or any of its affiliates, as well as their respective executives and employees, may have a position in any of the securities or instruments 
referred to, directly or indirectly, in this document, or in any other related thereto; they may trade for their own account or for third-party 
account in those securities, provide consulting or other services to the issuer of the aforementioned securities or instruments or to companies 
related thereto or to their shareholders, executives or employees, or may have interests or perform transactions in those securities or 
instruments or related investments before or after the publication of this report, to the extent permitted by the applicable law. 

BBVA or any of its affiliates´ salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies 
to its clients that reflect opinions that are contrary to the opinions expressed herein. Furthermore, BBVA or any of its affiliates’ proprietary 
trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed herein. No part of 
this document may be (i) copied, photocopied or duplicated by any other form or means (ii) redistributed or (iii) quoted, without the prior 
written consent of BBVA. No part of this report may be copied, conveyed, distributed or furnished to any person or entity in any country (or 
persons or entities in the same) in which its distribution is prohibited by law. Failure to comply with these restrictions may breach the laws of 
the relevant jurisdiction. 

In the United Kingdom, this document is directed only at persons who (i) have professional experience in matters relating to investments falling 
within article 19(5) of the financial services and markets act 2000 (financial promotion) order 2005 (as amended, the “financ ial promotion 
order”), (ii) are persons falling within article 49(2) (a) to (d) (“high net worth companies, unincorporated associations, etc.”) Of the financial 
promotion order, or (iii) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of 
the financial services and markets act 2000) may otherwise lawfully be communicated (all such persons together being referred to as “relevant 
persons”). This document is directed only at relevant persons and must not be acted on or relied on by persons who are not relevant persons. 
Any investment or investment activity to which this document relates is available only to relevant persons and will be engaged in only with 
relevant persons. The remuneration system concerning the analyst/s author/s of this report is based on multiple criteria, including the 
revenues obtained by BBVA and, indirectly, the results of BBVA Group in the fiscal year, which, in turn, include the results generated by the 
investment banking business; nevertheless, they do not receive any remuneration based on revenues from any specific transaction in 
investment banking. 

BBVA is not a member of the FINRA and is not subject to the rules of disclosure affecting such members.  

“BBVA is subject to the BBVA Group Code of Conduct for Security Market Operations which, among other regulations, includes rules to 
prevent and avoid conflicts of interests with the ratings given, including information barriers. The BBVA Group Code of Conduct for 
Security Market Operations is available for reference at the following web site: www.bbva.com / Corporate Governance”. 

BBVA is a bank supervised by the Bank of Spain and by Spain’s Stock Exchange Commission (CNMV), registered with the Bank of Spain 
with number 0182. 

 

 

 

 


