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Panama: Laying the groundwork for take-off
¢ Real GDP expanded 6.4% in 2005 and the medium-term growth outlook
is strong. Output growth in 2005 was led by 11-13% real increases in
banking, hotels and restaurants (tourism), transportation and communication,
and commercial activity in the Free Zone. The Panama Canal registered its
third consecutive year of double-digit growth in toll revenues.

e The medium-term growth outlook is strong. In 2006-07, we expect real
growth to remain in the 6-7% range, supported by external demand, still-
buoyant growth in global trade and output, a surge in construction activity
(construction permits rose 91% in 2005) and a pick-up in investment in
anticipation of the expansion of the Panama Canal. Tourism, including
“residential tourism” involving a growing number of retirees from the US, is
also fueling the development of coastal areas and surge in residential
construction. Longer term, Panama’s low human capital stock and
inefficiencies in the energy sector could constrain growth in the absence of
investment in social (education) and physical (electricity) infrastructure.

¢ Fiscal reforms in 2005 produced a sharp improvement in fiscal accounts;
the non-financial public sector deficit fell to 3.3% of GDP in 2005 from
4.9% of GDP in 2004. Excluding $112mn in one-off expenditures related to the
bond exchange in 2005, the fiscal deficit was even lower at 2.6% of GDP. The
outturn reflected revenue growth (15.8%) above that of expenditures (4.6%),
which turned a primary deficit of 0.6% of GDP in 2004 into a primary surplus of
2% of GDP in 2005. Moreover, the recent passage of social security reform
puts public finances on a more sustainable and predictable path.

e We expect fiscal deficits and the pubic debt burden to continue
declining in 2006-07. Revenue gains should outpace expenditure growth as
the government implements the second phase of fiscal reforms adopted last
year. The 2006 budget envisages a 2.9% of GDP fiscal deficit, on the
assumption that capital spending increases by 70%. We think capacity
constraints are likely to result in lower capital spending by around 1% of GDP,
but at the same time politically costly civil service reforms might not progress
on schedule. On balance, we expect the fiscal deficit to approach 2% of GDP
in 2006 and the public debt to GDP ratio to drop to 62% in 2006 from 70% in
2004. The pace of deficit reduction could slow when the government starts
contributing in 2007 $75mn (0.5% of GDP) per year into the social security
fund. Under most foreseeable scenarios, the public debt burden should
decline in the coming years, and under a probable high growth scenario could
fall below 50% of GDP by 2009.
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¢ In the second half of 2006, we expect the government to hold a referendum on -
and win approval for — the expansion of the Panama Canal. The Panama Canal
Authority (PCA) is reportedly scheduled to finalize its expansion program in March. The
PCA’s board will then submit the program to the president, who in turn, will secure
cabinet approval before submitting it to Congress. Congress would then need to pass a
law that mandates a referendum. Opinion polls in March show that President Torrijos
enjoys his highest approval rating since last November. By contrast, support for the
expansion of the canal has declined nine percentage points to 56% over the same
period. Nonetheless, we expect voters to approve the project after the government
makes a concerted effort to campaign in favor of the expansion.
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Fiscal reforms have
reversed the deterioration
in primary balances,
helping to start bringing
debt back down.

Meanwhile, both real GDP
growth and FDI are
improving, increasing
prospects for sustaining the
expansion in output.

Under most foreseeable
scenarios, the public debt
burden should decline
thanks to primary surpluses
and strong output growth.

Net tonnage through the
Panama Canal and toll
revenues have steadily

risen since 2001.
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Exhibit 1: Fiscal trends are improving

27 March 2006

Exhibit 2: ... as are growth and FDI
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Exhibit 3: Debt dynamics

Source: Ministry of Economy and Finance and Credit Suisse

Exhibit 4: ... show public debt

scenarios ... declining
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Exhibit 5: Canal transportation ...

Source: Credit Suisse

Exhibit 6: ... and toll revenues are up
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President Torrijos’ approval
ratings are at their highest
level since last November.

Voters in favor of the
Panama Canal expansion
have dropped to their
lowest since last July, but
support is still high enough.

Lending rates have trended
downward, while credit is
growing at double-digit
rates.

The index of economic
activity has been volatile,
but the surge in
construction permits bodes
well for strong growth in the
construction sector.
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Exhibit 7: Torrijos’ approval ratings
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Exhibit 8: Canal expansion: Yes or no?
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Exhibit 9: Lending rates are

Source: Dichter & Neira pollster and Credit Suisse

Exhibit 10: ... while credit is climbing
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Exhibit 11: Economic activity index

Source: IMF and Credit Suisse

Exhibit 12: Construction permits surge
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Panama: Selected economic indicators

27 March 2006

1999 2000 2001 2002 2003 2004 2005E 2006F 2007F

Population, national accounts and unemployment
Population (mn) 29 29 3.0 3.0 3.1 32 32 33 33
Nominal GDP ($bn) 115 116 118 122 129 14.2 15.3 16.6 179
GDP per capita ($) 3,961 3942 3939 4,007 4158 4507 4786 5089 5410
Real GDP growth (%) 4.2 2.7 0.6 22 4.2 76 6.4 6.0 6.5
Growth in real private consumption (%) -0.1 34 6.9 04 19.9 8.9 6.0 5.0
Growth in real fixed investment (%) -7.3 -25.7 5.6 23.3 111 6.4 1241 14.7
Fixed investment (% of GDP) 22.3 20.8 15.2 13.6 171 17.2 17.3 18.5 20.0
Unemployment (% of labour force, end-year) 118 135 147 14.1 134 1.7 9.6 85 8.0
Prices, interest rates and exchange rates
CPl inflation (%, December over December) 15 0.7 0.0 1.8 1.7 25 35 2.0 1.0
CPl inflation (% change in average index for the year) 1.3 14 0.3 1.0 14 05 29 2.0 1.5
REER (% change, December over December)" 47 07 14 01 65 03 07 05 04
One-year commercial lending rate (end-year, %) 10.5 10.3 104 8.7 9.3 8.5 8.0 8.5 9.0
Fiscal data
General government fiscal balance (% of GDP)® 2.2 -3.0 -3.0 5.2 -15 54 4.0 -2.9 24
General government primary fiscal balance (% of GDP) 1.6 1.8 05 31 1.2 1.2 21 3.0
General government expenditure (% of GDP) 19.1 19.2 19.7 19.0 17.5 19.8 18.4 18.2 18.0
Non-financial public sector balance (% of GDP) 1.3 0.5 -0.7 2.0 -3.6 49 -3.3 2.2 17
Non-financial public sector primary balance (% of GDP) 3.0 5.3 43 2.8 14 0.6 2.0 2.8 31
Non-financial public sector debt (% of GDP, end-year) 67.2 66.5 711 69.8 67.2 70.2 66.7 62.7 614
Net non-financial public sector debt (% of GDP, end-year)“) 41.6 40.2 445 444 42.3 48.9 46.8 437 42.7
Financial sector and credit
Domestic credit to the private sector (% of GDP) 917 955 100.3 89.1 826 79.0 84.5 86.0 875
Balance of payments
Exports (goods and nonfactor services, $bn) 71 7.8 8.0 7.6 7.6 8.9 10.3 11.9 13.6
Imports (goods and nonfactor services, $bn) 7.8 8.1 7.8 7.7 7.6 9.2 10.2 115 12.8
Exports (goods and nonfactor services, % increase in $ value) 9.8 19 4.9 0.3 17.0 16.4 154 141
Imports (goods and nonfactor services, % increase in $ value) 45 4.1 -1.7 -1.0 21.0 11.6 125 115
Exports (goods and nonfactor services, % of GDP) 62.3 67.4 676 622 58.8 62.4 67.2 718 75.7
Imports (goods and nonfactor services, % of GDP) 67.9 69.9 66.0 627 58.8 64.6 66.7 69.4 71.6
Net balance of factor income ($bn) -0.7 -0.6 -0.6 0.3 0.7 -1.0 141 -14 -1.8
Net transfers ($bn) 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.3 0.3
Current account balance ($bn) -1.2 -0.7 -0.2 0.1 0.5 141 0.8 -0.8 0.8
Current account balance (% of GDP) -10.1 -5.8 -14 0.8 -3.9 -7.9 5.3 -4.6 4.5
Net FDI Inflows ($bn) 0.8 0.6 05 0.1 0.8 1.0 1.0 1.3 20
Scheduled external debt amortization ($bn) “ 04 04 0.5 0.9 0.3 0.2 0.2 0.7 0.2
Foreign debt and reserves
Foreign debt ($bn) 28.0 276 282 250 25.6 25.7 28.0 30.2 325

Public sector ($bn) 7.7 7.7 84 85 87 10.0 10.2 105 10.8

Private sector ($bn) 20.3 19.8 19.8 16.5 17.0 15.7 17.7 197 217
Foreign debt (% of GDP, end-year) 2446 2372 2390 2049 199.0 1810 1823 1823 1815
Foreign debt (% of exports of goods and services) 3927 3519 3534 3207 3386 2903 2712 2541 239.6
Central bank gross non-gold FX reserves ($bn) 0.8 0.7 11 1.2 1.0 0.6 1.2 1.0 1.0
Central bank net non-gold FX reserves ($bn) 0.6 0.5 0.9 1.0 0.9 0.5 1.1 0.9 0.9

(1) Real effective exchange rate, increase indicates appreciation; (2) Central government; (3) Net of pension reserves and Fiduciary Fund assets; (4) Amortization in 2006 assumes the $500mn

put option on the 2029 bond is exercised, which is highly unlikely.

Source: Ministry of Economy and Finance, IFS (IMF), Contraloria, and Credit Suisse

Emerging Markets Economics Research



CREDIT SUISSE\

EMERGING MARKETS ECONOMICS AND FIXED INCOME STRATEGY

Kasper Bartholdy

Head of Sovereign Strategy and Co-Head of Economics
+44 20 7883 4907

kasper.bartholdy@credit-suisse.com

LATIN AMERICA ECONOMICS

Lacey Gallagher

Co-Head of Economics

+1212 325 5570

lacey.gallagher@credit-suisse.com

Alonso Cervera

Cem Karacadag

Carola Sandy

Alberto Puentes

+1212 538 2351
alonso.cervera@credit-suisse.com
Mexico, Chile, Uruguay

Nilson Teixeira

+1212 3257623

cem.karacadag@credit-suisse.com
Venezuela, Ecuador, Panama

Andre Carvalho

+1212 325 2471

Gustavo Baltar

carola.sandy @credit-suisse.com
Argentina, Peru, Colombia, Dominican Republic

+1212 538 5274

alberto.puentes@credit-suisse.com
Research Analyst

Nilto Calixto

Brazil Head
+55 11 3841 6288
nilson.teixeira@credit-suisse.com

Tales Rabelo

+ 5511 3841 6348

andre.carvalho@credit-suisse.com

Brazil

+55 11 3841 6353
tales.rabelo@credit-suisse.com
Brazil

+55 11 3841 6350
gustavo.baltar@credit-suisse.com

Brazil

Brazil

EMERGING EUROPE, MIDDLE EAST & AFRICA ECONOMICS

+ 55 11 3841 6345
nilto.calixto@credit-suisse.com

Berna Bayazitoglu

Sergei Voloboev

Regional Head

+44 20 7883 3431
berna.bayazitoglu@credit-suisse.com
Turkey, South Africa, Romania, Nigeria,
Cote d'lvoire

Olivier Desbarres

+44 20 7888 3694

sergei.voloboev@credit-suisse.com
Russia, Ukraine, Lebanon, Qatar

Stanislav Gelfer

Amira Mustafa

Jacqueline Madu

+44 20 7888 5619
olivier.desbarres @credit-suisse.com

+44 20 7883 3652

stanislav.gelfer@credit-suisse.com

+44 20 7888 9023
amira.mustafa@credit-suisse.com

+44 20 7883 4216
jacqueline. madu@credit-suisse.com

Czech Republic, Hungary, Poland, Slovakia Israel, Bulgaria, Croatia, Serbia, Bosnia, Research Analyst Research Analyst
Kazakhstan

EMERGING ASIA ECONOMICS

Dong Tao Sailesh Jha Joseph Lau Sheila Yip

Regional Head

+852 2101 7469
dong.tao@credit-suisse.com
China, Hong Kong, Korea, Taiwan

STRATEGY

+65 6212 3483

sailesh.jha@credit-suisse.com
India, Indonesia, Malaysia, Singapore,

Thailand, Philippines

+852 2101 7427

joseph.lau@credit-suisse.com
Taiwan, Korea, Vietnam

+852 2101 7409

sheila.yip@credit-suisse.com
Hong Kong

Igor Arsenin

Paul Fage

Linan Liu

Jeff Williams

Donato Guarino

+1212 325 6437
igor.arsenin@credit-suisse.com
Sovereign Strategy,

Mexico Local Market Strategy

Ray Farris

+44 20 7883 7994
paul.fage@credit-suisse.com
Sovereign Strategy,

Turkey Local Market Strategy

Jason Bonanca

+44 20 7883 4298
linan.liu@credit-suisse.com
Sovereign Strategy

Koon Chow

+1212 538 9717
jeff.williams@credit-suisse.com
Sovereign Strategy

Shuen Hooi

Head of Interest & FX Strategy
(Non-Japan Asia)

+65 6212 3367

ray farris@credit-suisse.com

+1212 3257185
jason.bonanca@credit-suisse.com
Local Currency Strategy

Latin America

+44 20 7888 3857
koon.chow@credit-suisse.com
Local Currency Strategy
EMEA

+65 6212 3418
shuenhooi.yeoh@credit-suisse.com
Interest & FX Strategy

Non-Japan Asia

+1 212 325 5865
donato.guarino@credit-
suisse.com

Sovereign Strategy



AN

CREDIT SUISSE

Disclosure Appendix

Analyst Certification
|, Cem Karacadag, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and securities and (2) no part of my compensation was, is or
will be directly or indirectly related to the specific recommendations or views expressed in this report.

Important Disclosures

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading. For more detail, please refer to Credit Suisse's Policies for Managing Conflicts
of Interest in connection with Investment Research:  http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html

The analyst(s) involved in the preparation of this research report received compensation that is based upon various factors, including Credit Suisse's total revenues, a portion of which are generated by
Credit Suisse's Investment Banking and Fixed Income Divisions.

Credit Suisse’s policy is to publish research reports as it deems appropriate, based on developments in the sector or the market that may have a material impact on the research views or opinions stated herein.
Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot be used, by any taxpayer for the purposes of avoiding any penalties.

Disclaimer

References in this report to Credit Suisse include all of the subsidiaries and affiliates of Credit Suisse operating under its investment banking division. For more information on our structure, please use
the following link: http://www.credit-suisse.com/en/who_we_are/ourstructure.html.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such
distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse or its affiliates (“CS”) to any registration or licensing requirement within such
jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of the material, nor its content, nor any copy of it, may be altered in any way,
transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All trademarks, service marks and logos used in this report are trademarks or service marks or
registered trademarks or service marks of CS or its affiliates.

The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an offer to sell or to
buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for any particular investor. CS will not
treat recipients of this report as its customers by virtue of their receiving this report. The investments and services contained or referred to in this report may not be suitable for you and it is
recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report constitutes investment, legal, accounting or
tax advice, or a representation that any investment or strategy is suitable or appropriate to your individual circumstances, or otherwise constitutes a personal recommendation to you. CS does not
advise on the tax consequences of investments and you are advised to contact an independent tax adviser. Please note in particular that the bases and levels of taxation may change.

Information and opinions presented in this report have been obtained or derived from sources believed by CS to be reliable, but CS makes no representation as to their accuracy or completeness. CS
accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that such liability arises under specific statutes or
regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in the future issue, other reports that are
inconsistent with, and reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who
prepared them and CS is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report.

CS may, to the extent permitted by law, participate or invest in financing transactions with the issuer(s) of the securities referred to in this report, perform services for or solicit business from such
issuers, and/or have a position or holding, or other material interest, or effect transactions, in such securities or options thereon, or other investments related thereto. In addition, it may make markets in
the securities mentioned in the material presented in this report. CS may have, within the last three years, served as manager or co-manager of a public offering of securities for, or currently may make
a primary market in issues of, any or all of the entities mentioned in this report or may be providing, or have provided within the previous 12 months, significant advice or investment services in relation
to the investment concerned or a related investment. Additional information is, subject to duties of confidentiality, available on request. Some investments referred to in this report will be offered solely
by a single entity and in the case of some investments solely by CS, or an associate of CS or CS may be the only market maker in such investments.

Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future performance. Information, opinions
and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without notice. The price, value of and income from any of the securities or financial
instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject to exchange rate fluctuation that may have a positive or adverse effect on the price or
income of such securities or financial instruments. Investors in securities such as ADR’s, the values of which are influenced by currency volatility, effectively assume this risk.

Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and assuming the risks
involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and forward interest and exchange
rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a structured product should conduct their own
investigation and analysis of the product and consult with their own professional advisers as to the risks involved in making such a purchase.

Some investments discussed in this report may have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that investment is
realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment and, in such circumstances, you
may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make the investment may be used as part of that
income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it may prove difficult for you to obtain reliable information about the
value, or risks, to which such an investment is exposed.

This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed any such site and takes no
responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website material) is provided solely for your convenience and information and
the content of any such website does not in any way form part of this document. Accessing such website or following such link through this report or CS’s website shall be at your own risk.

This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is regulated in the United
Kingdom by The Financial Services Authority (“FSA”). This report is being distributed in Germany by Credit Suisse Securities (Europe) Limited Niederlassung Frankfurt am Main regulated by the
Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). This report is being distributed in the United States and Canada by Credit Suisse Securities (USA) LLC; in Switzerland by Credit Suisse; in
Brazil by Banco de Investimentos Credit Suisse (Brasil) S.A; in Japan by Credit Suisse First Boston Securities (Japan) Limited; elsewhere in Asia/ Pacific by whichever of the following is the
appropriately authorised entity in the relevant jurisdiction: Credit Suisse (Hong Kong) Limited, Credit Suisse Equities (Australia) Limited, Credit Suisse Securities (Thailand) Limited, Credit Suisse
Securities (Malaysia) Sdn Bhd, Credit Suisse Singapore Branch, and elsewhere in the world by the relevant authorised affiliate of the above. Research on Taiwanese securities produced by Credit
Suisse, Taipei Branch has been prepared by a registered Senior Business Person. Research provided to residents of Malaysia is authorised by the Head of Research for Credit Suisse Securities (Malaysia)
Sdn Bhd, to whom they should direct any queries on +603 2723 2020. This research may not conform to Canadian disclosure requirements.

In jurisdictions where CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable securities legislation, which will vary from jurisdiction
to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing requirements. Non-U.S. customers wishing to effect a transaction should
contact a CS entity in their local jurisdiction unless governing law permits otherwise. U.S. customers wishing to effect a transaction should do so only by contacting a representative at Credit Suisse
Securities (USA) LLC in the U.S.

Please note that this research was originally prepared and issued by CS for distribution to their market professional and institutional investor customers. Recipients who are not market professional or
institutional investor customers of CS should seek the advice of their independent financial advisor prior to taking any investment decision based on this report or for any necessary explanation of its
contents. This research may relate to investments or services of a person outside of the UK or to other matters which are not regulated by the FSA or in respect of which the protections of the FSA for
private customers and/or the UK compensation scheme may not be available, and further details as to where this may be the case are available upon request in respect of this report.

Copyright © 2006 CREDIT SUISSE and/or its affiliates. Al rights reserved.




