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Basic statistics of Peru, 2024
(Numbers in parentheses refer to the OECD average)

LAND, PEOPLE AND ELECTORAL CYCLE

Population (million, 2023)
Under 15 (%, 2023)
Over 65 (%, 2023)
International migrant stock (% of population)
Latest 5-year average growth (%)

33.8
244
9.0
54
1.2

Population density per km? (2023) 26.4 (39.2)

(16.9)  Life expectancy at birth (years, 2022) 734 (80.6)

(18.2) Men (2022) 71.3 (78.0)

(15.7) Women (2022) 75.5 (83.2)
(0.4)  Latest general election April 2021

Gross domestic product (GDP)
In current prices (billion USD)
In current prices (billion PEN) 1
Latest 5-year average real growth (%)

Per capita (thousand USD PPP, 2023)'

288.8
084.6
1.3
16.9

ECONOMY

Value added shares (%, 2023)

Agriculture, forestry and fishing
Industry including construction

(1.7 Services

(59.0)

78 2.7)
367 (27.1)
56  (70.2)

Expenditure
Revenue

GENERAL GOVERNMENT

22.7
19.1

(43.7)
(38.8)

EXTERNAL ACCOUNTS

Gross financial debt (OECD: 2023)
Net financial debt (OECD: 2023)

32.8
22.9

(110.5)
(67.2)

Exchange rate (PEN per USD)

PPP exchange rate (USA = 1, 2023)
In per cent of GDP
Exports of goods and services
Imports of goods and services
Current account balance

3.76
1.74
28.6

22.9
2.2

Main exports (% of total merchandise exports,

2023)
Minerals 429
Stone and Glass 13.9
(30.5) Vegetable 12.9
(30.1)  Main imports (% of total merchandise imports, 2023)
(-0.3) Machinery and electronics 20.9
Fuels 17.8
Chemicals 11.1

LABOUR MARKET,

Employment rate (aged 15 and over, %, 2023,
OECD: 2024)

Men (2023, OECD: 2024)

Women (2023, OECD: 2024)
Participation rate (aged 15 and over, %, 2023,
OECD: 2024)
Average hours worked per year (2023)

69.1

7.2
61.3
2.7

2252

SKILLS AND INNOVATION

Total primary energy supply per capita (toe,
2022, OECD: 2023)
Renewables (%, 2022, OECD: 2023)

Exposure to air pollution (more than 10 pg/m? of
PM2s, % of population, 2020)

0.8

231

99.1

(58.0) '~ Unemployment rate, Labour Force Survey (aged 49 4.9
15 and over, %, 2023, OECD: 2024)
(65.4) Youth (aged 15-24, %, 2023, OECD: 2024) 8.9 (11.1)
(51.0)
(61.0) = Tertiary educational attainment (aged 25-64, %, 34.4 (41.0)
2023)
(1742) = Gross domestic expenditure on R&D (% of GDP, 0.2 (3.0
2022)
ENVIRONMENT
(3.7)  CO, emissions from fuel combustion per capita 1.8 (7.6)
(tonnes, 2022, OECD: 2023)
(12.5) = Renewable internal freshwater resources per 49.5
capita (1 000 m?, 2021)
(56.5)

SOCIETY

Income inequality (Gini coefficient, 2022, 0403  (0.316) Education outcomes (PISA 2022 score)

OECD: latest available)

Poverty gap at USD 6.85 a day (2017 PPP, %, 1.1 Reading 408 (476)

2022)

Public and private spending (% of GDP) Mathematics 391 (472)
Health care (2022, OECD: 2023) 6.1 (9.2) = Science 408 (485)
Pensions (2023, OECD: 2021) 21 (9.9)  Share of women in parliament (%) 38.5 (33.3)
Education (public spending, % of GNI, 2021) 3.5 (4.4)

Note: The year is indicated in parenthesis if it deviates from the year in the main title of this table. Where the OECD aggregate is not provided in the source database, a
simple OECD average of latest available data is calculated where data exist for at least 80% of member countries.

1. OECD aggregate refers to weighted average.

Source: Calculations based on data extracted from databases of the following organisations: OECD, International Energy Agency, International Labour Organisation,

International Monetary Fund, United Nations, World Bank.
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Executive summary

Key messages

Peru’s strong macroeconomic foundations support resilience, but sustained improvements in living standards
require restoring fiscal discipline and accelerating structural reforms to tackle pervasive informality, strengthen
the rule of law, expand access to finance, support intergenerational social mobility, accelerate the green
transition, and raise productivity—critical to unlock faster and sustainable growth.

e Prudent fiscal management and restoring compliance with fiscal rules are essential to preserve the
credibility of the fiscal framework, maintain investor confidence, and create fiscal space for priority
investments. Financing social protection, infrastructure, and climate adaptation and mitigation, while
safeguarding fiscal sustainability requires higher revenue, more efficient spending, stronger institutions
and structural reforms to raise long-term growth. Strengthening administrative capacity is needed to
ensure ongoing and future reforms are effectively implemented and sustained.

e Expanding access to finance is critical to boost investment, productivity, and formalisation. Lowering
intermediation costs, promoting asset-based and equity financing, and deepening capital markets would
enhance access to long-term financing. Informal firms, which make up the majority, would benefit from
better access to tailored tools such as fintech, mobile banking, and alternative credit scoring, combined
with incentives that link financing to formalisation and productivity improvements.

e Promoting equal opportunities across the life course, from early childhood through to working life is
critical to break intergenerational cycles of disadvantage. Reducing informality, expanding access to
quality early education, strengthening school-to-work transitions and narrowing labour market gender
gaps are key to improve life outcomes for all, especially the most vulnerable.

e Peru is highly vulnerable to climate change and has pledged net-zero emissions by 2050, but reducing
emissions and building resilience demands a deep economic transformation. Halting deforestation,
expanding renewable energy and low-emissions transport, and strengthening adaptation policies would
enhance environmental resilience and support sustainable growth.
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KEY RECOMMENDATIONS

Improving the macroeconomic framework

Informality affects over 70% of workers and remains a major obstacle to sustainable
growth. It limits access to social protection, reduces productivity and tax revenues, and
reflects deeper structural issues such as weak institutions, poor tax design, and gaps in
education and skills.

Inflation has eased and is currently within the Central Bank’s 1-3% target range but
remains exposed to risks from domestic political instability and global economic
uncertainty.

Peru's fiscal position has deteriorated post-pandemic, with persistent fiscal deficits, and a
second consecutive year of fiscal rule non-compliance in 2024. Meeting the fiscal targets
over 2025 and 2026 will be challenging, amid rising spending and tax base erosion.
Peru’s tax-to-GDP ratio remains low at 17%, due to widespread evasion, informality and
a narrow tax base, with revenue losses exceeding 10% of GDP in 2023 and tax
expenditures at 2.2% of GDP in 2024. The coexistence of multiple SME regimes in the
CIT system fosters tax arbitrage, incentivizing firms to stay small and informal.

Weaknesses in budget planning, public investment management and procurement and
subnational governance undermine the effectiveness of public spending, limiting progress
on social outcomes and infrastructure despite relatively high public investment. Up to 40%
of public investment can potentially be used more efficiently.

Corruption remains a major obstacle, costing an estimated 2.4% of annual GDP
undermining service delivery, trust in institutions and the effectiveness of public spending,
particularly at subnational levels. Despite strong anti-corruption policies, weak
enforcement, fragmented oversight and limited judicial capacity hinder progress.

Establish a comprehensive strategy to foster formalisation, including lower non-wage
labour costs, particularly for low-income workers, better skills, stronger law enforcement,
simplified labour market and businesses regulations, and more effective and transparent
governance.

Maintain a cautious and data-dependent broadly neutral monetary policy stance.

Strengthen compliance with the fiscal rule through a credible consolidation path focused on
curbing spending, particularly public sector payroll, phasing out inefficient subsidies and
reduce tax expenditures to ensure debt converges toward target.

Mobilise additional tax revenue by strengthening the tax administration, reducing tax
expenditures, and streamlining corporate tax regimes for small businesses.

Improve spending efficiency by strengthening budget planning and execution, enhancing
project selection through standardised cost-benefit analysis and reforming subnational
transfers to better align resources with needs and performance.

Establish a National Integrity and Transparency System and advance complementary
reforms in justice, civil service, and public sector oversight to strengthen anticorruption
enforcement across all levels of government.

Supporting SMEs access to affordable finance

Small firms face high borrowing costs because of difficulties assessing credit risk due to
high informality, lack of credit history, high transaction costs, and limited collateral. Open
banking, which enables secure data sharing across financial institutions, is only partially
implemented.

The security regulator (SMV) lacks sufficient institutional capacity and operational
independence, limiting its effectiveness. Coordination with other financial regulators is
effective but mostly informal.

Expand credit guarantee schemes and accelerate the implementation of open banking to
strengthen the availability and quality of information to improve risk assessments.

Strengthen the capacity of the securities regulator (SMV) and formalise coordination with
financial system, insurance sector, and private pension funds regulator (SBS) and the
Central Bank to ensure effective market supervision and coherent policy implementation.

Enhancing equal opportunities to break intergenerational traps

Low coverage and modest benefits of the conditional cash transfer programme Juntos
limits its impact on poverty and school dropouts’ reduction.

VET remains underutilised in Peru, with only 2% of youth aged 15 to 24 enrolled. The
system is fragmented, lacks clear pathways within VET or to higher education, and varies
in quality, limiting its potential to support skills development and upward mobility.
Persistent gender gaps in labour market participation, driven by unequal caregiving
responsibilities and limited access to formal jobs, undermine women’s ability from
translating education into upward mobility.

Expand coverage of the conditional cash transfer programme Juntos, linking it to school
attendance.

Establish a coordinated, coherent, and systematic governance framework for VET,
enforcing consistent quality standards, regulatory oversight and define clear pathways to
higher education.
Gradually roll out accessible, affordable, and high-quality early childhood education and
elder care services, prioritising vulnerable populations, disadvantaged areas, and children
under age three.

Supporting the green transition

The Framework Law on Climate Change and national adaptation and mitigation plans are
often not reflected in sectoral or subnational policies and plans.

Peru is highly vulnerable to climate change, especially water-related hazards, including
rising sea temperatures, changing rainfall patterns, floods, and glacial melting.

Deforestation of the Amazon forest is a major source of GHG emissions, driven by the
expansion of the agricultural frontier and informal and illegal logging and mining.

Only 5% of total energy production comes from wind and solar, despite high potential. The
Energy Law until December 2024 disincentivised renewables due to requirements on
continuous power availability.

Financing needs for climate change mitigation and adaptation are significant but there is
no comprehensive investment plan or funding strategy in place.

Strengthen horizontal and vertical coordination mechanisms and institutional and
administrative capacity, and ensure that climate-related plans and policies are
systematically integrated into sectoral and subnational planning and investment decisions.
Strengthen the disaster risk management framework and its links with the National
Adaptation Plan by expanding early warning systems, improving community outreach and
building local technical capacity.

Develop and implement a national strategy to reduce deforestation, including improved
cross-agency coordination, capacity building, improved enforcement, stronger forest land
property rights, and economic incentives for forest preservation and community
involvement.

Accelerate the implementation of the Energy Law reform, ensuring clear secondary
regulations and incentives to enable grid access for renewables.

Undertake a comprehensive assessment of investment needs for mitigation and adaptation
and develop an integral funding strategy, including from international climate funds and
private capital markets.
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Achieving strong growth and
safeguarding fiscal sustainability

Paula Garda, OECD

Annual real GDP growth averaged 3.7% of GDP between 2008 and 2024, among the
fastest in Latin America. Inflation is well-anchored within the central bank’s target
band, reflecting strong institutional credibility. Growth is expected to remain
moderate due to global and domestic uncertainties and persistent structural
challenges: low potential growth, stagnant productivity, high informality, and weak
private investment. Fiscal discipline has weakened, with repeated breaches of fiscal
rules, rising spending measures without adequate financing, and new tax
expenditures that erode the tax base. Structural reforms to tackle informality, boost
tax revenues, improve spending efficiency, and strengthen the macro-fiscal
framework are needed to support long-term growth and fiscal sustainability.
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Domestically, political uncertainty remains a key risk, which could be intensified as the 2026 general elections
approach, dampening investor confidence and delaying reform implementation. Since 2016, Peru has had six
presidents and frequent ministerial and congressional turnovers. Political fragmentation, reflected in over 40
parties registered for the first round in upcoming elections could hamper consensus on pro-growth reforms.
Uncertainty may intensify as parties try to differentiate themselves and capture fragmented voter bases. While the
recent approval of a bicameral legislature with separate lower and upper chambers may improve legislative

processes and add more checks and balances, it is unlikely to fully resolve political fragmentation.

Table 1.2. Events that could lead to major changes in the outlook

Uncertainty

Possible outcome

Sharp escalation of international trade
tensions leading to abrupt global
slowdown or recession, including in
China, accompanied by global financial
market disruptions

Escalating political uncertainty ahead
of the 2026 elections and organised
crime could undermine investment and
growth.

Extreme events caused by climate
change, including a strong El Nifio
weather phenomenon.

Diminished demand for key Peruvian commodities, lower export prices, falling terms of trade, reduced
export revenues, and weaker fiscal revenues. Capital outflows leading to currency depreciation,
complicating financing conditions for both the public and private sectors. Collectively, these factors would
lead to abrupt slowdown.

Heightened political uncertainty, particularly ahead of the 2026 elections, rising organised crime-
particularly extortion- and security concerns coupled with escalating social unrest could delay investment
decisions, weaken business confidence, and disrupt policy implementation. Social unrest can disrupt key
economic sectors, such as mining and tourism, resulting in substantial economic losses. Higher security
costs for businesses and increased social instability could negatively affect the private sector.

A severe El Nifio event could reduce GDP growth, disrupting agriculture and mining production, increasing
food and water insecurity, and raise inflationary pressures. Higher fiscal spending on disaster response
and reconstruction could impact fiscal sustainability.

Rising crime and security concerns in Peru could revive social unrest and hurt investment and tourism, potentially
undermining economic growth. lllegal activities such as extortion, illegal mining, especially of gold, and drug
trafficking are estimated to account for 3%-4% of Peru's GDP (Aragdn and .Ruiz, 20244)). Extortion cases surged by
370% between 2021 and 2023, particularly affecting micro, small and medium-sized enterprises (TheWorld, 2024s)).
The increase in criminal activity raises businesses’ operational costs, disrupts business activity and deters tourism,
a key export.

Climate-related shocks, particularly El Nifio events, continue to pose a serious threat to Peru’s economy. More
frequent and intense weather events, such as droughts or floods, disrupt agriculture, damage infrastructure and
strain water systems. These events can also trigger inflationary pressures and weigh on tourism and transport. For
example, El Nifio caused losses estimated at 1.6% of GDP in 2017 (Andrian et al., 2024s)), and reduced GDP growth
by 1.1 percentage points in 2023 (BCRP, 20237). Even moderate El Nifio events can diminish GDP growth by
approximately 0.2 to 0.5 percentage points in the immediate months of impact (Andrian et al., 2024)).

On the upside, faster-than-expected growth in China or globally, or sustained higher copper prices could lift near
term growth. Recently announced deregulation measures, if implemented effectively, could help crowd in private
investment more than currently expected. Additionally, the new Chancay mega-port could enhance trade flows and
boost logistics efficiency and attract further investment, though realising these benefits will require additional
investment in infrastructure, logistics, and workforce skills.

1.2. Monetary policy has brought inflation back to target

Peru’s inflation targeting framework—anchored by an independent central bank and a 2% * 1 percentage point
target— has remained effective and credible since its adoption in 2002. The central bank (Banco Central de Reserva
del Peru, BCRP) combines interest rate policy with active foreign exchange interventions and differentiated reserve
requirements to manage liquidity and mitigate risks arising from high financial dollarisation, including currency
mismatches and external shocks. Although the Central Bank is independent and its governance generally adheres
to international best practices and provides strong constitutional guarantees for operational autonomy and
accountability, its autonomy could be further strengthened. The board of directors consists of seven members. The
executive branch appoints four of them, including the president, subject to Congress approval, while the Congress
selects three. All board members can only be removed for cause. However, the alignment of the appointment of
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expenditures, generating significant tax revenues. A successful example is the 2005 elimination of VAT exemptions
in the San Martin region, which was offset by public investment and led to higher economic growth (Barco and
Foinquinos, 202520)).

The income tax exemptions granted to Special Economic Zones (SEZs) should be reassessed based on their
effectiveness and fiscal impact. SEZs (Zonas Econdmicas Especiales) aim at promoting industrialisation, export
diversification, and regional development through tax incentives. However, their economic benefits remain unclear
(IMF, 2022(213). In 2022, more than 90% of SEZ-related foreign trade involved imports, and SEZ exports made up just
0.1% of Peru’s total exports, far below Colombia (4.8%) and Chile (3.9%). On March 2025, the authorities announced
that new SEZ will be implemented in the regions encompassing the ports of Chancay and Callao aiming to attract
both domestic and foreign investment, boost employment growth, and promote technological advancements by
offering businesses operating in these regions a 0% income tax rate. Carefully reviewing SEZ tax expenditures to
retain only those that incentivise additional investment and high-quality formal job creation targeted in
disadvantaged regions would help prevent unnecessary revenue losses and avoid competitive distortions that
disadvantage firms outside the SEZs. To fully realise the potential benefits of SEZs, enhancing infrastructure and
ensuring the availability of a qualified workforce is key. The global minimum tax will limit the benefits of certain tax
incentives, particularly income-based incentives like the full or partial corporate tax exemptions offered in Peru’s
Special Economic Zones (OECD, 2022(22); OECD, 2023 23)). Corporate tax exemptions in Special Economic Zones that
result in an effective tax rate below 15% could allow other jurisdictions to claim the difference, leading to a loss of
revenue for Peru. To align Peru’s Special Economic Zones (SEZs) with international standards, the legal framework
should incorporate the substance and transparency requirements established under Action 5 of the OECD/G20 BEPS
Project, ensuring that tax benefits are granted only where substantial economic activity is conducted and
appropriate information is disclosed to tax authorities. Peru has committed to implementing this minimum
standard. If the OECD/G20 Forum on Harmful Tax Practices finds that Peru’s SEZ regime does not meet these
standards, it could result in the SEZ regime being classified as harmful or Peru being listed as a non-cooperative
jurisdiction, with reputational and economic consequences.

1.5.3. Improving corporate taxation

Peru's corporate tax system features a general regime with a rate at 29.5%, above the OECD average statutory rate
of 21%, and three special regimes for micro, small and medium-sized enterprises (MSMEs). As highlighted in the
2023 OECD Economic Survey of Peru, this fragmentation contributes to tax arbitrage, inefficiencies and revenue
losses. Peru’s tax system for MSMEs includes three regimes: the NRUS, a presumptive regime for microenterprises
and self-employed workers with gross income up to about USD 25,000 that involves fixed monthly payments and
minimal reporting; the RER, a turnover-based regime for those earning up to around USD 140,000; and the RMT, a
MYPE simplified profit-based regime for businesses with net income up to roughly USD 2.4 million. While these
regimes aim to reduce compliance costs and support small businesses, they also create strong incentives to limit
firm size, divide operations, underreport revenues, or hire informally to avoid the obligations linked to larger size.

Peru could simplify the system, by phasing out inefficient special regimes for smaller taxpayers as recommended by
the 2023 OECD Economic Survey of Peru. One option is to retain only one simplified regime based on cash-flow
accounting, which would reduce distortions, and support formalisation. The income thresholds for the simplified
regime could also be revised, as they are currently high and result in 98% of taxpayers being classified as SMEs,
limiting the effectiveness of targeting. To support a smoother transition across regimes, corporate income tax (CIT)
rates should be structured to avoid large tax jumps between the simplified and general regimes, which can
discourage firm growth and incentivise informality. Peru could also consider combining this with a presumptive
regime only for self-employed integrated with social contributions, to facilitate entry into formality. Robust
monitoring mechanisms would ensure that only MSMEs benefit from simplified taxation and prevent that larger
firms exploit these provisions. Additionally, setting a low tax burden when a taxpayer joins the regime and gradually
increasing it over time might foster business registration (Mas-Montserrat, Colin and Brys, 202424)). This reform
could be complemented by training programmes and formalisation services to support small firms in transitioning
to the formal economy.

Peru captures relatively modest fiscal revenues from mining relative to its potential, reflecting challenges in the
current tax regime’s design and application. Mining-related revenues averaged less than 1% of GDP based on direct
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taxes on alcoholic beverages based on their alcohol content, without any preferential treatment, would also help
strengthen excise revenue collection and promote healthier consumption patterns.

Peru should continue adopting good tax practices, especially those aimed at combating domestic and international
tax avoidance and evasion. Since joining the Inclusive Framework on Base Erosion and Profit Shifting (BEPS) in 2017
and the two-pillar solution on digital taxation in 2021, Peru is now aligning Double Taxation Agreements with OECD
standards to prevent tax avoidance, treaty abuse, and improve dispute resolution. The recent approval in Congress
of the BEPS Multilateral Instrument is a positive development in this direction. Peru should swiftly address
recommendations from the Global Forum on Transparency and Exchange of Information for Tax Purposes to further
reduce cross border tax evasion. Peru should also update its transfer pricing regulations to reflect evolving global
standards and address new challenges in international trade. While recent reforms introduced alternative valuation
methods and provisions for the rollback of bilateral Advance Pricing Agreements from 2025, ongoing updates are
needed to counter increasingly complex tax avoidance strategies.

Table 1.4. Past OECD recommendations on tax system reform

Recommendations in previous Survey Actions taken since previous Survey (Set 2023)
Strengthen tax administration and reduce tax evasion through = Tax administration and compliance have significantly improved in recent
stronger use of information technology and cross-checking of  years, aided by the introduction of electronic invoicing, a digital tax registry,
information across different sources. notices of tax due, leveraging of big data tools, and enhanced use of treaties

to exchange taxpayer information.

Streamline the corporate tax regimes for small businesses by = The Executive requested delegated powers from Congress to legislate on tax
merging the intermediate regimes. matters in January 2023 and May 2024, but both requests were denied.
Clarify spending responsibilities for each level of government. No actions taken
Implement an integral reform of subnational finances including = No actions taken
gradually granting more taxing powers at the regional level.

1.6. Improving the quality and efficiency of public spending

Improving the efficiency of public spending is essential for Peru to meet social and infrastructure spending needs
while ensuring fiscal sustainability. Peru’s historically low tax revenues make it especially important to ensure public
resources are used effectively. Gains in efficiency can also help rebuild public trust and increase support for broader
fiscal reforms. However, despite recent efforts, inefficiencies remain significant — especially at the subnational level
—and were estimated at around 2.5% of GDP annually in 2017 (lzquierdo and Pessino, 201829)).

Given fiscal constraints and low revenues, Peru faces a dual challenge: it must significantly increase spending in
education, health, and social assistance to close development gaps, while also improving efficiency of existing
spending. First, social spending must be better aligned with long-term economic growth and social development,
ensuring funds effectively reach those who need it most. Second, avoiding inefficient allocations by addressing
weaknesses in the budget process and improving public investment management. Strengthening performance-
based budgeting and spending reviews can help improve budget accountability and effectiveness. Finally, improving
the rule of law and reducing corruption is key to ensure public resources are used effectively and equitably.
Strengthening administrative capacity is also vital to ensure effective implementation and enforcement of all
reforms.

Improving spending efficiency will be necessary but not sufficient to close Peru’s development gaps. Even with
significant gains in efficiency, public revenues remain too low to meet future spending needs, underscoring the
need to pair efficiency reforms with efforts to broaden the tax base, as discussed above.
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Box 1.4. Overview of the 2024 pension reform and its fiscal costs

In late 2024, Congress approved the Modernisation of the Pension System Law, introducing a four-pillar model
to improve coverage and adequacy. The implementing regulation expected for the second half of 2025. Key
changes include:

e Contributory pillar: Mandatory enrolment in either the public (pay-as-you-go) or private (pension
funds) scheme, with automatic enrolment in the public scheme by default. The public scheme will
transition to a notional defined contribution model by 2030. Self-employed workers—who were
previously not required to contribute—will be mandated to contribute 2% of their income, gradually
increasing to 5% starting in the third year after the implementing regulation is published, while
employees will continue contributing 13% in the public scheme and 10% to the private scheme plus
fees and insurance. The retirement age remains 65, but with periodic revisions. Extraordinary early
withdrawals from private pension funds are forbidden.

e Semi-contributory pillar: A minimum pension is raised, and equalised across schemes, to PEN 600 (53%
of the minimum wage) for those with over 20 years of contributions but without sufficient savings, with
proportional benefits for those with 10—19 years; this minimum benefit includes government subsidies.

e Non-contributory pillar: Gradual expansion of Pension 65 to all elderly in poverty, with benefits capped
at 25% of the minimum pension, subject to budget availability.

e Voluntary pillar: Includes a state-funded supplementary contribution equal to 1% of the value of
electronic purchases made with an electronic sales receipt linked to the contributor’s national ID, with
two caps: per purchase and annual spending. Also provides, subject to budget availability, a state-
funded matching contribution for low-income affiliates, up to a fixed annual cap.

This reform aligns with several OECD recommendations: mandatory enrolment, higher minimum pensions and
expanded non-contributory pensions. However, it does not fully resolve low coverage due to informality and
infrequent contributions and non-contributory pensions remain inadequate. Further measures are needed to
expand coverage, raise benefit adequacy, and strengthen incentives for formalisation, such as proportional
pension benefits for contributors with under 10 years for those in the public scheme and progressive
contributory rates (lower for low-income workers), accompanied by a universal minimum pension, as already
highlighted in the 2023 OECD Economic Survey of Peru. Better integration of public and private schemes would
also improve the system, more precise rules for updating the minimum pension and effective enforcement of
the ban on extraordinary withdrawals (see Chapter 2).

The estimated fiscal costs of the pension reform

The reform introduces significant fiscal costs (CF, 20244s)). One of the main cost drivers is the higher minimum
pension, which will also cover individuals who withdrew funds from their private pension funds (see Chapter 2)
and independent workers contributing at a lower rate than formal employees. The consumption-based
contribution may cost 0.2-0.3% of GDP annually. Additionally, an increase in benefits for the military and police
pension system is estimated to cost PEN 3 billion (USD 0.83 billion). Combined, these reforms are expected to
cost approximately 0.4% of GDP in the first year of implementation, nearly doubling in 20 years and tripling
beyond 2060. Actual costs may be higher, as current estimates omit the need to adjust benefits to maintain
purchasing power.
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compliance and enhance credibility. Over-optimistic growth and revenue forecasts have contributed to unrealistic
fiscal targets and subsequent non-compliance or changes in operational targets. Fiscal credibility also depends on
better planning and transparency. Improving the transparency of forecast assumptions and sources of fiscal rule
non-compliance and target modifications would support more credible and forward-looking policymaking.
Extending the medium-term fiscal framework horizon beyond three years would support better medium-term fiscal
planning.

Box 1.5. International experiences with structural fiscal frameworks

Chile’s fiscal framework is anchored in a structural balance rule that adjusts government revenues for
fluctuations in economic activity and copper prices—the country’s main export. To determine the structural
revenues each year, two independent expert committees estimate the long-term trend of non-mining GDP and
a reference copper price. Since 2023, a third committee provides a reference price for lithium, improving the
framework’s ability to manage revenue volatility from this increasingly important export. Based on these
estimates, the Ministry of Finance defines a spending limit consistent with the structural balance target. The
structural target is operationalised to achieve a prudent level of public debt over time. Compliance with the rule
is monitored by the independent Fiscal Council, which evaluates the government's adherence to the structural
balance target, the use of assumptions, and the transparency of fiscal reporting. Deviations from the structural
target are allowed only under exceptional and transparently reported circumstances and must be justified
publicly in the fiscal policy decree and quarterly public finance reports.

Peru implemented structural fiscal rules between 2015 and 2016. This framework introduced a non-financial
government spending rule, supported by an ex-ante structural balance estimation for the non-financial public
sector. It aimed to isolate transitory components in GDP and commodity-linked revenues to enhance
predictability and stability in public spending.

International experience shows that, when well-designed and supported by strong institutions, structural rules
can improve fiscal discipline and credibility. Norway, for example, uses a structural non-oil fiscal balance rule
linked to the expected return on its sovereign wealth fund, helping ensure long-term fiscal sustainability.
Switzerland’s debt brake rule, which adjusts for the business cycle, has kept public debt low and stable. These
examples highlight the importance of simplicity, transparency, and independent oversight in making structural
rules both credible and enforceable.

The Fiscal Council, established in 2013 and operational since 2016, has quickly established itself as an independent
and credible source of fiscal analysis. It plays an important role in promoting sound fiscal policy by independently
assessing macroeconomic forecasts, fiscal plans, and compliance with fiscal rules. The Council is well alighed with
OECD’s Principles for Independent Fiscal Institutions, particularly in areas of local ownership, independence, non-
partisanship and transparency. Further alignment could be achieved by formalising access to information through
memoranda of understanding and undertaking an external evaluation. Strengthening regular engagement with
Congress—such as through hearings on its main assessments—would also help reinforce the Council’s role in the
budget process and inform fiscal debate. The Council’s communication could also improve by making its analysis
more accessible to non-technical audiences and increasing media engagement. Protecting its budget from political
pressure requires creating a separate budget line, independent from the one for the Ministry of Finance, and
introducing multi-annual financing. Strengthening the Council’s role may involve conducting cost estimates of
selected new policy proposals, deepening its analysis on long-term fiscal sustainability, and analysing regional public
finances, where regional fiscal rules exist but are not subject to independent oversight (OECD, 2023;s0]). Expanding
responsibilities must be matched with dedicated budget and sufficient staffing to ensure the council has the
technical capacity to produce high-quality, independent analysis (Caldera Sanchez et al., 2024s1); von Trapp and
Nicol, 2017(s2;). Furthermore, the Council’s findings could carry more weight in the policy process. While the
government publishes a response to the Council’s opinion on the annual Budget, this good practice should also
apply to the mid-year budget review, which currently lacks both an annexed opinion and a formal reply.

Rebuilding Peru’s fiscal buffers is vital for crisis preparedness and for reinforcing rule credibility. The Fiscal
Stabilisation Fund (FEF), designed to save windfall revenues, played a key countercyclical role during past crisis, such
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as the strong El Nifio in 2017 and Covid-19. However, its balance has declined to 1.1% of GDP, well below pre-
pandemic levels. With rising copper demand expected from the global energy transition, Peru has an opportunity
to strengthen its fiscal buffers. The FEF’s has been limited by irregular contributions and weak policy coordination
with broader fiscal policy goals. Peru could integrate automatic savings rules directly into its fiscal framework, as
Chile and Norway, where structural balance rules require saving excess revenues from high commodity prices in
stabilisation funds and allow withdrawals to support spending when prices fall. This could be accompanied by
improvements in the FEF’s investment policies to manage it as a sovereign wealth fund or a similar vehicle, allowing
not only fiscal surpluses but also higher financial returns to strengthen its balance over time. Clear rules, regular
audits and public reporting would enhance transparency and accountability, while forward guidance of the use of
funds could further strengthen the fund's effectiveness.

Table 1.8. Main findings and recommendations

RECOMMENDATIONS
(Key recommendations in bold)
Establish a comprehensive strategy to foster formalisation, including
lower non-wage labour costs, particularly for low-income workers,
better skills, stronger law enforcement, simplified labour market and
businesses regulations, and more effective and transparent
governance.

Safeguarding monetary and financial stability

MAIN FINDINGS

Informality affects over 70% of workers and remains a major obstacle to
sustainable growth. It limits access to social protection, reduces productivity
and tax revenues, and reflects deeper structural issues such as weak
institutions, poor tax design, and gaps in education and skills.

Inflation has eased and is currently within the Central Bank’s 1-3% target
range but remains exposed to risks from domestic political instability and
global economic uncertainty.

The financial sector remains resilient, but credit quality has deteriorated, with
rising NPLs, and financial pressures on microfinance institutions facing high
delinquency rates.

Peru has reduced credit dollarisation to 24% by 2023, but unhedged
exposure is concentrated in mid-sized firms, posing financial stability risks.

While the Central Bank (BCRP) already enjoys significant operational
independence, and governance adheres to international best practices
further measures could help insulate it more effectively from political cycles.
Peru has been progressively implementing Basel Il standards, but some
gaps remain.

Maintain a cautious and data-dependent broadly neutral monetary
policy stance.

Maintain strong financial oversight and ensure adequate capital buffers to
preserve financial stability and prevent systemic risks.

Review macroprudential measures to retain only the most effective tools
against currency mismatches and deepen FX and derivative markets through
to support firms' hedging capacity.

Introduce staggered board appointments to reinforce continuity, protect
institutional memory, and further insulate the BCRP from political cycles.

Continue to make progress in implementing Basel Il standards.

Restoring fiscal discipline

Peru's fiscal position has deteriorated post-pandemic, with persistent fiscal
deficits, and a second consecutive year of fiscal rule non-compliance in 2024.
Meeting the fiscal targets over 2025 and 2026 will be challenging amid rising
spending and tax base erosion.

The ongoing financial instability of Petroperu has required repeated and
substantial government support, adding significantly to the fiscal deficit.

Strengthen compliance with the fiscal rule through a credible
consolidation path focused on curbing spending, particularly public
sector payroll, phasing out inefficient subsidies and reduce tax
expenditures to ensure debt converges toward target.

Restore Petroperu's financial viability through a comprehensive restructuring
plan that enhances transparency, strengthens governance and financial
oversight.

Reforming the tax system to increase revenues and stimulate economic growth and formalisation

Peru’s tax-to-GDP ratio remains low at 17%, reflecting widespread evasion,
informality and a narrow tax base, with revenue losses exceeding 10% of
GDP in 2023 and tax expenditures at 2.2% of GDP in 2024. The coexistence
of multiple SME regimes in the CIT system fosters tax arbitrage, incentivizing
firms to stay small and informal.

High informality and a high threshold for start paying personal income taxes
result in significant revenue losses.

The current personal income tax system treats labour and capital income
unequally, weakening its equity and revenue-raising capacity.

Mobilise additional tax revenue by strengthening the tax administration,
reducing tax expenditures, and streamlining corporate tax regimes for
small businesses.

Increase personal income tax collection by lowering the minimum income
threshold for personal income tax payments, while introducing a progressive
social contributions scheme based on individual labour income to reduce
informality.

Align the taxation of capital income more closely with labour income to reduce
inequities and strengthen the progressivity and revenue potential of the
personal income tax system.

Improving the quality and efficiency of public spending

Weaknesses in budget planning, public investment management and

procurement and subnational governance undermine the effectiveness of

public spending, limiting progress on social outcomes and infrastructure

Improve spending efficiency by strengthening budget planning and
execution, enhancing project selection through standardised cost-
benefit analysis and reforming subnational transfers to better align

OECD ECONOMIC SURVEYS: PERU 2025 © OECD 2025




MAIN FINDINGS

despite relatively high public investment. Up to 40% of public investment can
potentially be used more efficiently.

Frequent in-year budget modifications and absence of credible multiannual
planning result in rushed year-end disbursements and low-quality spending.
Weaknesses in project appraisal, selection, and execution undermine public
investment efficiency.

Corruption remains a major obstacle, costing an estimated 2.4% of annual
GDP undermining service delivery, trust in institutions and the effectiveness
of public spending, particularly at subnational levels. Despite strong anti-
corruption policies, weak enforcement, fragmented oversight and limited
judicial capacity hinder progress.
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RECOMMENDATIONS
(Key recommendations in bold)
resources with needs and performance.

Reduce within-year budget modifications and implement a credible
multiannual budgeting framework.

Improve public investment management by separating project formulation,
evaluation, and approval for better oversight.

Establish a National Integrity and Transparency System and advance
complementary reforms in justice, civil service, and public sector
oversight to strengthen anticorruption enforcement across all levels of
government.

Strengthen judicial independence by increasing the number of merit-based
selection processes for judges and reducing reliance on provisional
appointments.

Enhancing the fiscal framework

Peru’s fiscal framework has historically supported strong outcomes, but
credibility has weakened due to frequent target rule revisions, suspensions
and inconsistent enforcement and a second consecutive year of fiscal rule
non-compliance in 2024.

The Fiscal Council has played a positive role in maintaining robust public
finances, but its independence, resources, and impact can be reinforced.

Peru's economy faces significant risks from commodity price swings and
climate-related shocks. The Fiscal Stabilisation Fund has helped Peru
manage past crises, but is now significantly reduced. Rising global copper
demand offers an opportunity to rebuild fiscal buffers.

Review the fiscal framework to enhance credibility and enforceability,
including by shifting to a prudent debt ceiling consistent with long-term fiscal
sustainability, aligning operational rules with this anchor.

Improve the accuracy and transparency of macroeconomic forecasts and
systematically publish deviations and underlying assumptions to build trust in
fiscal targets.

Strengthen the Fiscal Council by enhancing engagement with Congress
through regular hearings, securing its financial independence through a
separate, multi-annual budget line, supporting its mandate to produce cost
estimates of selected new policy proposals.

Rebuild fiscal buffers by establishing transparent and automatic savings rules
linked to the fiscal framework for the stabilisation fund and managing it with
clear investment policies to raise long-term returns.
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; Supporting SMEs’ access to
finance to drive investment and
growth

Paula Garda, OECD

Michael Koelle, OECD

Limited access to finance remains a key constraint for Peru’s micro, small and
medium-sized enterprises (MSMEs), which account for 85% of employment and 99%
of firms, restricting their ability to invest, grow and formalise. Many MSMEs operate
informally, lack credit histories, and rely on informal lenders, leaving many without
access to formal credit. Even among formal firms, high interest rates, limited credit
history, and high transaction costs result in limited access to finance, despite a
competitive environment in the MSME finance segment. Capital markets are
underdeveloped and offer few alternatives to bank loans, especially for smaller
firms. Reforms should focus on lowering financing costs by improving credit
information, expanding public credit guarantees and promoting alternatives to
bank loans. For informal firms, expanding digital financial services and linking
finance to formalisation milestones would support inclusion and productivity.
Deepening capital markets and improving digital financial infrastructure would
broaden funding sources, boost private investment, and foster a more dynamic
business environment.
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Limited access to finance is closely linked to Peru’s high informality, which constrains firm growth and productivity.
MSMEs, which account for 85% of employment, are mostly informal and disproportionally affected by the
limitations to financial market development. Formal MSMEs—those registered and tax-compliant—can access
credit but face high interest rate spreads and stringent collateral requirements, limiting their growth. Alternatives
such as equity financing, leasing or factoring remain underutilised, and access to finance outside Lima is particularly
limited. Informal firms — typically small, low-productivity, and unregistered — lack credit histories and rely heavily
on family networks, informal lenders or microfinance. Nearly half of MSMEs lack access to formal credit
(OECD/CAF/SELA, 202411), often due to informality, high transaction costs and insufficient collateral or credit
histories. Female-led MSMEs are less likely to access formal credit due to collateral constraints, higher informality,
limited financial literacy, and time-care burdens (World Bank, 20252).

Expanding access to finance requires differentiated strategies. For informal firms, the priority is to expand access
to financial services through fintech, mobile banking, credit scoring based on digital payment histories, and tailored
microfinance. These measures should be accompanied by mechanisms to link financing to formalisation milestones
— such as business registration, tax ID acquisition, or social security enrolment —supported through technical
assistance and simplified procedures, and measures to promote firm productivity growth, such as access to training
and mentoring, digital tools, or integration into formal value chains, to avoid misallocation and ensure that finance
supports dynamic, scalable businesses. Formal MSMEs would benefit from policies to reduce intermediation costs
and promote asset-based and equity finance. Importantly, lowering the cost and improving the availability of credit
would also benefit high-potential informal MSMEs, by strengthening the incentives to formalise and making the
advantages of entering the formal system more visible.

Deeper capital market development is also needed to support long-term investment and diversify financing sources.
Capital markets can complement bank lending by offering long-term finance to large, high-potential firms and
infrastructure projects, while freeing up credit for smaller businesses. Addressing these gaps would also support
Peru’s climate transition by enabling investment in clean technologies and adaptation (Chapter 4).

Expanding access to finance would help high-potential MSMEs scale up and generate more formal jobs. But this
alone is not sufficient. A broader strategy is needed to tackle informality, including regulatory reforms that reduce
the cost of business formalisation—such as reducing administrative barriers, streamlining licences, registration
procedures, and tax compliance —as well as labour market reforms to lower non-wage labour costs and improve
enforcement, as highlighted in the 2023 OECD Economic Survey of Peru (OECD, 20233)) and elsewhere in this Survey.
Formalisation and upscaling of MSMEs in Peru is also be supported by training, mentoring, innovation and
technology transfer, provided by various institutions through different programmes, including the Ministry of
Production and the Ministry of Labour and Employment promotion, the development bank COFIDE, the business
support centres CITE, the National Microenterprise Development Fund (FONDEMI), the chambers of commerce,
international development cooperation and others. Greater coordination among these actors would help expand
reach and effectiveness. Together, these policies would improve the formal business environment supporting firm
and productivity growth.

This chapter focuses on policy priorities to expand and diversify MSME financing in Peru. It first explores reforms to
reduce interest rate spreads and promote alternative financial instruments and digital solutions. It then discusses
policies to develop capital markets to provide alternatives to bank credit and support long-term investment. The
government plays a key role in expanding financial depth by creating a regulatory environment that supports market
development and fosters competition across financial services. Stronger legal protections for creditors and
shareholders are also needed to reduce investor risk and improve access to finance for formal firms, while also
creating better incentives for firms to formalise and benefit from improved financing conditions. Ensuring strong,
independent supervision is essential to build trust and attract long-term investment. Financial deepening must go
hand in hand with safeguards to preserve stability and protect consumers.
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such as France, enhance credit registries with company accounts data. Peru could consider re-introducing a past
requirement for firms above a certain size threshold to publish their accounts, a practice which stopped to be
mandatory for non-listed companies in 2016 following a court ruling. The financial superintendence SBS is preparing
a new public credit registry covering financial cooperatives, key lenders to MSMEs especially in regions outside
Lima. Ensuring full implementation of this registry and its eventual interoperability with the existing public credit
registry for the banking sector will be important to improve access to finance of MSMEs, on the one hand, and to
level the playing field between commercial banks with privileged access to information and financial cooperatives,
on the other hand, allowing cooperatives to better compete against a highly concentrated banking sector.

Open Finance could foster new innovations in credit scoring and MSME financing based on data across the whole
financial system. The Central Bank, which is responsible for regulating payment systems, is implementing an
ambitious Open Finance agenda with the aim of making all payment technologies interoperable, following on the
successful spread of digital wallets enabled by pre-emptive regulation (Vega and Vasquez, 2022(¢)). Accelerating the
development of other elements of Open Banking regulated by the Superintendencia de Banca, Seguros y AFP (SBS)—
the sharing of consumer banking, transaction, and other data among all market participants — by developing and
implementing data sharing standards could further improve credit risk assessment and enable a more dynamic
business finance market. Brazil, for example, has been implementing an Open Finance agenda since 2021, with
mandatory data sharing for all the largest banks subject to financial regulation. Open Finance and interoperability
mandates need to be complemented by other measures including data privacy and safety (see below), increasing
formality (see Chapter 3) and modernising and updating the land registry (see Chapter 4) to facilitate the more
widespread adoption of collateral-based lending and to reinforce incentives to formalise.

Lowering operational costs

Administrative costs, especially for small loans, significantly inflate interest rates. They explain more than half of
the interest rate differential between small and large firms (Choy, Costa and Churata, 2015(4)). Lenders have adapted
their business models to the high informality among MSMEs by relying on in-person field visits to gather information
about the firm, which together with Peru’s challenging geography increases their operating costs. Tailoring
compliance requirements to loan size and risk and moving away from one-size-fits-all regulation can reduce costs
and improve access. For example, in May 2025, financial institutions’ correspondent agents — such as shopkeepers
in remote villages — and electronic banking offices were authorised to handle more operations including credit
evaluation, account opening and account disbursements subject to certain operational limits. Expanding the
digitalisation of financial and administrative processes could bring additional cost reductions. Ongoing public
digitalisation efforts, including the tax authority and the civil registry office, are welcome, and should be
complemented by digital solutions tailored to financial applications (see below).

Easing the cost of funds for lenders

Smaller lenders serving MSMEs face higher capital costs, partly due to Peru’s shallow capital markets. The corporate
loan segment is served by the largest commercial banks that can refinance themselves cheaply thanks to access to
a range of credit and capital markets, a solid and diversified balance sheet, and healthy profit margins. These banks
prioritise lending to large firms due to their lower credit risk, lower administrative costs, and better information.
MSMEs are instead increasingly dependent on second-tier funds comprised of smaller institutions with a much
higher cost of raising capital. Deepening capital markets for Peru’s largest firms, as discussed below, can indirectly
improve MSMEs’ access to lending by freeing up credit and reducing overall credit costs.

Strengthening credit guarantee programmes

Since 2019, the Fondo Crecer credit guarantee programme managed by the state development bank COFIDE has
been guaranteeing up to 75% of eligible loans for SMEs and exporting firms. During the pandemic and the 2023
social unrest and climate events, new emergency credit guarantee programmes successfully expanded MSME credit
and reduced interest rate spreads, highlighting unmet demand. Default rate of the pandemic programmes were
high, between 12% and 25%, reflecting in part the nature of those programmes — preventing or at least delaying

OECD ECONOMIC SURVEYS: PERU 2025 © OECD 2025










68 |

matching small investors and small firms seeking equity investments. The crowdfunding sector in Peru has only
been established in 2021 when its regulation by the Superintendence of the Securities Market (SMV) entered in
force. While in 2024 five entities held licenses, only one platform disbursed new funding, with a total investment of
around USD 10 million and an average equity stake of USD 60,000. Two entities left the market in early 2025. Given
the novelty of this financing channel and the still ongoing market entry of providers, authorities should raise
awareness among MSMEs and be vigilant for the need of regulatory adjustments.

2.2.3. Supporting the development of digital finance

Digital finance can improve financial inclusion, particularly for small, informal, rural and underserved businesses by
enabling low-cost transactions and alternative credit scoring. While mobile payments have expanded rapidly,
challenges remain: unequal digital access, low coverage of digital infrastructure, especially broadband, limited
financial and digital literacy continue to limit the reach and impact of digital financial services. Advancing open data
regulation, ensuring interoperability, fostering financial literacy, data protection, and consumer trust, and building
digital infrastructure especially in rural areas can improve outreach.

Fintech regulation and innovation

Open Finance and a promotion of cashless payment systems can improve the competitive environment and provide
the big data which on which fintechs base their business model. It can also level the playing field between new
entrants and traditional banks that have large amounts of proprietary data (INDECOPI, 202314)). This seems
particularly relevant in Peru where commercial banks are not only highly concentrated but often parts of larger
conglomerates, as the 2023 OECD Economic Survey of Peru discusses (OECD, 2023(3;). Moreover, encouraging
partnerships between telecoms companies, fintechs, and banks could improve MSME financing, especially in
remote or rural areas and among informal businesses that are underserved by traditional lenders (OECD, 202310j).
In several countries including India, Colombia and Mexico, fintechs use transactions data from digital wallets and
QR code payment systems to assess small firms’ turnover and income as well as bill payment history to provide
small loans or credit lines. Peru’s recent success with digital wallets provides an entry point for this, and the recent
interoperability of payments system increases the scope for competition in this lending segment. Some commercial
banks are already experimenting with developing alternative credit scores based on their proprietary data. The
adoption of digital wallets for cashless payments could be further enhanced by allowing the distribution of social
programmes and subsidies through them, as has occurred in Brazil.

Financial literacy, data protection, and consumer trust

Evidence shows that adoption of digital financial services in Peru requires trust, financial literacy, and digital skills
(Robles, Miranda and Colan, 202415)). Building trust and digital capability is crucial for better financial inclusion of
informal MSMEs, enabling safe and informed access to financial services. Developing trust through better financial
consumer protection is a key pillar of Peru’s National Plan for Financial Inclusion; and overall Peru has an adequate
financial consumer protection framework. However, there is room for improvement on governance and oversight
to ensure financial services meet consumer needs, and on the mechanisms for filing a formal complaint.

Financial literacy in Peru is lower than on average in OECD countries, but similar to Latin American peers such as
Chile and Costa Rica (OECD, 20231¢]). A particular concern are the low levels of financial literacy among owners and
managers of MSMEs (OECD, 2021j17)). This calls for increased investment into training to develop financial literacy
and digital skills, both among adults and among the youth, for example through modules embedded in secondary
or technical education such as the SBS’s Finance at School programme. The rollout of a digital bank account for all
citizens through Peru’s state-owned Banco de la Nacidon will further improve financial inclusion and should be
accompanied by more training to increase uptake, financial literacy, and trust.

Finally, trust also requires robust data protection and cybersecurity measures. Consumers need to be confident that
their personal and financial information and transactions history remains confidential, and that there is a robust
infrastructure to prevent unauthorised payments. This is especially relevant given the current security situation
(Chapter 1), with many small business owners being exposed to extortion by criminal gangs. Efforts to foster digital
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governance requirements would mitigate this issue. The programme could also provide matchmaking services with
investors, improving access to capital and facilitating MSMEs’ market entry. Successful international models include
Mexico’s Certificacién Prime, Serbia’s corporate bond issuer programme, and Chile’s Growth & Scale initiative,
which have helped smaller firms enter public markets.

Market supply is also constrained by high concentration, with mining companies alone accounting for 50% of market
capitalisation, limiting sectoral diversification and investor options (Macroconsult, 2021p¢)). To broaden
participation across sectors and encourage firms from underrepresented sectors to enter the market, targeted
incentives such as reduced issuance costs and sector-specific promotional campaigns would help. Chile and Mexico
have successfully implemented similar policies, targeting tech, renewable energy, and industrial firms.

Efforts to facilitate MSME bond issuance would broaden the supply of tradable instruments and reduce the current
dependence on a narrow set of issuers. The Alternative Securities Market (MAV), designed for this purpose, has
fallen short of its objectives. Since its launch in 2012, only 19 issuers have participated, and placements have
dropped from USD 30 million in 2019 to USD 7 million in 2022 (World Bank, 202420)). This reflects limited investor
confidence, strong competition from traditional bank credit, and high compliance costs for SMEs. Simplifying the
MAV’s regulatory framework by eliminating unnecessary complexities and aligning procedures more closely with
MSME operations could revive activity. Introducing pre-approved templates and standardised issuance processes,
following Thailand’s example, could streamline compliance and reduce both issuance time and costs. Reducing
documentation and reporting requirements, while maintaining adequate investor protection, would further lower
barriers and increase MSME participation.

Broadening the investor base

On the demand side, expanding and diversifying the investor base is essential to deepening capital markets and
improving liquidity. One option is to boost the currently limited participation of retail investors by developing
structured financial products with sovereign-backing, such sovereign bond-based ETFs, as recently done by Peru,
and low-risk mutual funds, which offer retail investors a secure capital markets entry point (OECD, 201923)). This
approach has been effective in Mexico and Brazil, where retail-focused sovereign bond instruments have increased
participation. The recent launch of Peru’s first sovereign bond ETF is a welcome step to expand retail investor
participation in capital markets. To sustain momentum, complementary financial education campaigns would
further support market access for this type of investors. Publicly supported investment funds targeting mid-sized
enterprises would attract both institutional and retail investors by reducing perceived risk and improving
investment scalability. Peru’s national development bank COFIDE could act as a catalytic investor, co-financing such
funds and targeting mid-sized enterprises, drawing from models in the UK (British Business Bank) and Colombia
(Bancdldex and Fondo Nacional de Garantias).

Institutional investors, particularly AFPs, have traditionally dominated market holdings but their role has weakened
following repeated pension fund withdrawals. Their preference for buy-and-hold strategies further limits secondary
market activity and market depth. The 2024 pension reform prohibited the total or partial withdrawals of pension
funds, with exceptions for a house purchase or terminal illness (see Chapter 1), but as of early 2025, Congress
continues to debate further extraordinary withdrawals. Restoring the role of AFPs will require preventing new
pension withdrawals, promoting voluntary pension savings, and adjusting regulatory frameworks to encourage
higher allocations to traded instruments without undermining long-term investment goals.

Market-makers can help boost trading activity and render the market more accessible for non-institutional investors
by continuously offering to buy and sell shares, which narrows price gaps and gives investors confidence they can
trade when needed. The existing voluntary market-maker programme has limited impact to date, with just three
active market makers covering only nine companies (World Bank, 202420)). Expanding the program to cover a
broader range of securities and encouraging greater participation, through regulatory support, would help enhance
trading activity.
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2.3.2. Reducing institutional barriers

Institutional capacity also remains a constraint. The securities market regulator, Superintendencia del Mercado de
Valores (SMV), faces resources (funding and staff) and capacity shortfalls that weaken its ability to regulate
effectively, oversee market activity, and enforce regulations (OECD, 202419)). Outdated technological infrastructure
limits its capacity to provide timely and accurate oversight, reducing market efficiency and transparency. Unlike its
peers—the SBS and BCRP—the SMV lacks constitutional independence and remains under the Ministry of Economy
and Finance, limiting its control over budget, staffing, and legislative initiatives. Better formal coordination between
the SMV and the regulator of the financial system, insurance sector, and private pension funds, Superintendencia
de Banca, Seguros y AFP (SBS), and the Central Bank (BCRP), along with stronger institutional capacity at the SMV,
along with measures to strengthen the SMV’s operational independence and legislative authority, is essential to
ensure robust oversight, improve transparency, and support capital market reforms.

2.3.3. Advancing regional integration

Deeper regional capital market integration through the Latin American Integrated Market (MILA) could expand
investor access, enhance market liquidity and diversity funding for Peruvian firms. Chile, Colombia and Peru (which
are members of MILA) are working towards full integration of their markets under the unified trading platform
(Nuam Exchange). This aims to create a larger and more attractive market for international investors and provide
firms with broader funding sources by enabling cross-border trading of securities. However, progress has been
limited due to significant operational, regulatory, and political challenges including differences in tax regimes and
settlement processes, differing financial regulations and the absence of a shared currency, which introduces
exchange rate risk. Advancing regional integration could help Peru address structural weaknesses such as low
liquidity and high concentration, by linking it with larger and more diversified markets. Key priorities include,
harmonising regulatory standards, modernising cross border financial infrastructure, and strengthening
cooperation among supervisors.
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RECOMMENDATIONS (Key recommendations are bolded)

Supporting MSMEs access to affordable finance

MSMEs face high borrowing costs because of difficulties assessing
credit risk due to high informality, lack of credit history, high transaction
costs, and limited collateral. Open banking, which enables secure data
sharing across financial institutions, is only partially implemented.
MSMEs mostly borrow from non-bank financial institutions such as
cooperatives, at high cost due partly to difficult credit risk assessment.
A new public credit registry covering the cooperative sector is in
preparation.

Government loan guarantees helped sustain MSMEs credit during the
pandemic but carry moral hazard risks and may crowd out market-
based finance. Existing loan guarantee schemes are insufficiently
targeted.

Alternative financial instruments for MSMEs such as factoring, hire
purchase, leasing, and crowdfunding are underdeveloped. The
regulatory ecosystem enabling these innovations is recent and has
only been partially implemented.

Interoperability among payment systems promoted open data in
finance, but traditional bank transactions data is still proprietary to
individual commercial banks. Fintechs have limited access to financial
data which would allow them to financially assess MSMEs.

Internet penetration is low, especially in rural areas.

Low financial and digital literacy hinders adoption of financial services
and contributes to consumer vulnerability, especially among MSMEs.

Expand credit guarantee schemes and accelerate the implementation
of open banking to strengthen the availability and quality of
information to improve risk assessments.

Ensure full implementation of the new public credit registry covering
cooperatives and its eventual interoperability with the existing public credit
registry for the banking sector.

Improve targeting and design of government guarantee schemes,
including through risk-sharing and risk premia, and link support to
incentives for MSME formalisation, digitalisation, and preparation for the
green transition.

Enable digital invoice verification systems for low value transactions to
support factoring, encourage take-up of the new mobile collateral register,
and raise awareness among SMEs for factoring, asset-based finance, and
crowdfunding.

Define data sharing standards and foster partnerships of banks, fintechs,
and payment companies to support innovative financial solutions for
MSMEs based on alternative transaction data.

Expand rural mobile broadband coverage, especially to underserved
communities.

Invest in targeted financial and digital literacy training for MSMEs, small
entrepreneurs, and rural households, and strengthen financial consumer
protection systems.

Deepening capital markets

Peru's capital markets are shallow with low liquidity. Most MSMEs face
significant barriers to entry due to limited financial literacy, weak
adoption of corporate governance practices, and high compliance
costs.

The Alternative Securities Market (MAV) designed for MSME bond
issuance, has seen limited uptake due to high costs and low investor
confidence.

Retail investor participation is limited. Institutional investors dominate
the market but have reduced their participation following seven rounds
of pension fund withdrawals.

The security regulator (SMV) lacks sufficient institutional capacity and
operational independence, limiting its effectiveness. Coordination with
other financial regulators is effective but mostly informal.

Implement a business preparation programme to help SMEs meet financial
reporting and corporate governance standards required for capital market
access.

Simplify and streamline the regulatory framework for bond issuance and
simplify requirements to encourage MSME participation in alternative
securities market.

Continue developing retail investment products (e.g. sovereign bond-
based ETFs or low-risk mutual funds) backed by sovereign risk to attract
new retail investors to the capital market.

Establish publicly supported programmes for investment funds specialising
in SME financing, building on COFIDE as a catalytic investor.

Prevent further extraordinary pension funds withdrawals, only allowing
them for exceptional cases such as terminal illness.

Strengthen the capacity of the securities regulator (SMV) and
formalise coordination with financial system, insurance sector, and
private pension funds regulator (SBS) and the Central Bank to ensure
effective market supervision and coherent policy implementation.
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