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FEATURED Q&A

What Will Peru’s
Next Election
Mean for Banks?

Peru’s April 2026 presidential election could mean uncertainty for the country’s financial
services sector. Lima is pictured. // File Photo: Joshuary via Creative Commons.

Next year’s presidential election in Peru may lead to eco-

nomic uncertainty in the South American country as political

campaigns intensify, Gianfranco Ferrari, the chief executive

officer of financial services company Credicorp told inves-
tors during a Feb. 11 conference call. Peru’s last electoral campaigns in
2021 sparked a sharp drop in the country’s currency and $17 billion in
capital flight, Bloomberg News reported. What will the coming elec-
toral cycle mean for Peru’s economy and its financial services sector?
What major headwinds face Peruvian banks as the campaign season
approaches? What are the main factors that have aided the resiliency of
Peru’s financial services sectors during past political uncertainty, and to
what extent will those factors bolster the sector in the year ahead?

Alfredo Thorne, principal director at Thorne & Associates
and former Peruvian finance minister: “As the presidential
election approaches, investors are mulling the risks to the
economy and the financial system. In the 2021 election, the
banking system withstood the shock of electing a left-wing candidate
who wanted to turn Peru into an autocratic left-wing regime like Cuba or
Venezuela. Investors transferred wealth abroad, and $16.5 billion (about 8
percent of Peru’s GDP) in short-term capital flows poured out of the coun-
try. Subsequently, the political shock moderated, and some of these funds
were brought back. Predicting the 2026 election, where about 70 political
parties are expected to compete, may be a daunting exercise. Political
risk is expected to remain high. But the economy and financial system
seem more insulated than in 2021. The central bank holds $70 billion in

Continued on page 3
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Nubank Expected
to Announce New
Market This Year

Brazilian digital bank Nubank
expects to announce its newest
market later this year, the compa-
ny’s director of investor relations
said Feb. 20.
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DIGITAL CURRENCIES

Judge Probing
Milei’s Promotion
of Cryptocurrency

Ajudge in Argentina is investi-
gating President Javier Milei's
promotion of a cryptocurrency
that crashed hours after it was
introduced. Milei later said he was
unaware of the cryptocurrency’s
details.
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Spain’s Santander
Launches Digital
Bank in Mexico

Spain’s Grupo Santander, led by

Executive Chair Ana Botin, on

Feb. 18 launched its digital bank,

Openbank, in Mexico. Santander

said 30,000 customers had joined

the waiting list to open accounts.
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Santander.
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FINANCIAL SERVICES NEWS

Nubank Expecting
to Announce New
Market This Year

Brazil's Nubank, the most valuable financial in-
stitution in Latin America, will announce where
it is expanding to by this year, an executive at
the firm told Reuters on Feb. 20. Jorg Friede-
mann, Nubank’s director of investor relations,
told Reuters that the bank expects to announce
its newest market, after Brazil, Mexico and
Colombia, by the end of this year. “We are not
ready yet to make any more specific announce-
ments about where the next geography will
be," Friedemann said. In January, the bank's
founder and executive president, David Vélez,
told Reuters that the company plans to expand.
He noted that deregulation could make the
U.S. banking sector more interesting for new
entrants, adding that Europe was not a priority
for the bank. The Brazilian fintech announced
its fourth-quarter earnings on Feb. 20, report-
ing an 87 percent jump in adjusted net profit,
boosted by higher revenues and an increase in
its client base, which grew 22 percent year-on-
year to top 114 million customers at the end of
December. Nubank surpassed Itad to become
the most valuable Latin American financial
institution last May, according to Bloomberg
News. Since its opening, the bank has accu-
mulated more than 100 million clients in Brazil,
Mexico and Colombia.

Number Engaged
With Brazilian Banks
Exceeds 200 Million

The number of people engaged with Brazil's
banking system exceeded 200 million for the
first time in January, Valor International report-
ed Feb. 24. Brazil's central bank in January had
just over 200 million taxpayer identification
numbers registered, the newspaper reported.
That number includes people with checking
and savings accounts, as well as those with

investments and assets in authorized financial
institutions, though it also includes children
and deceased people whose estates are not
settled, so the figure exceeds the financial
system’s number of active users, Valor Interna-
tional reported. Other data shows that financial
inclusion in the South American country is
growing. According to the central bank, the
number of adults with banking relationships
stood at 168 million in 2022, while that figure
was 119 million in 2012, the newspaper
reported. Factors that have contributed to
more Brazilians having financial accounts
include emergency payments made early in
the Covid-19 pandemic, as well as the creation
of the central bank’s electronic payments
system, Pix, said Sergio Biagini, a Brazil-based
lead partner for the financial services industry
at Deloitte, Valor International reported. He
said the Pix system “is easy to use, free and
instantaneous.” He added, “Besides facilitating
banking inclusion, Pix helped retain this user
base.” Last September, a study by Brazil-based
payments firm Ebanx said the use of Pix could
surpass credit cards in online purchases this
year, Reuters reported. Pix is expected to
account for 44 percent of the online payment
market in Brazil by the end of this year, while
credit cards are projected to account for 41
percent, according to the study.

Santander’s
Openbank Launches
Operations in Mexico

Openbank, the fully digital bank of Spain’s
Grupo Santander, has started operations

in Mexico, Santander announced Feb. 18.
Openbank offers a suite of banking products
including interest-bearing accounts, debit
cards, credit cards and the ability to withdraw
cash at 10,000 Santander ATMs, Santander
said in a statement. “Openbank will boost
Grupo Santander’s retail business in Mexico
through an agile, simple and secure platform
built with cutting-edge technology,” the Spanish
bank said, adding that it had received 30,000
requests to join to the waiting list to open ac-
counts. The platform uses technology that was

NEWS BRIEFS

Assurant Names
New Executives for
Latin America Units

U.S.-based specialty insurer Assurant on Feb.
14 named several new executives, including
leaders for its Mexico and Argentina opera-
tions. Assurant, which is headquartered in At-
lanta, said it tapped Diego Gémez as the head
of its unit in Mexico unit and Inés Aramburu
as the president of its unit in Argentina. The
company also named Felipe Sanchez to head
its operations in Europe.

Insurance Rates
in Latin America Rise
Amid Global Decline

Commercial insurance rates rose in Latin Amer-
ica and the Caribbean in the fourth quarter

of last year despite declines in other regions
of the world, according to insurance broker
Marsh’s Global Insurance Market Index, Insur-
ance Journal reported Feb. 24. The region saw
a 1 percent increase in composite insurance
costs, while it also experienced an increase of
5 percent in casualty insurance costs, accord-
ing to the index. Globally, overall rates fell 2
percent last quarter.

Brazil Capital Markets
Bankers Expect Decline
in Local Bond Sales

Top capital-markets bankers in Brazil are ex-
pecting a decline in local bond sales this year
after record sales last year, Bloomberg News
reported Feb. 24. Due to favorable conditions
including tight spreads, companies sold bonds
even if they had no need to, which has meant
many companies will not have a need to issue
bonds this year, Felipe Wilberg, head of fixed
income and structured products at Banco ltad
BBA told the news service. Companies issued
$87 billion in local bonds this year, twice the
2023 level, Bloomberg News reported.
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tested in several markets in Europe, Santander
said in the statement. Customers will be able
to receive 3 percent cash back on online credit
card purchases, the bank said. “The launch of
Openbank is the latest marker on the Group's
transformation journey and represents a con-
siderable opportunity for us to earn the trust of
new digital customers through an agile, intui-
tive, first-rate experience with the support and
security of Santander,” Ana Botin, Santander’s
executive chair, said in the statement.

DIGITAL CURRENCIES NEWS

Judge Investigating
Milei’s Promotion
of Cryptocurrency

Ajudge in Argentina is investigating President
Javier Milei's promotion of a cryptocurrency
that crashed just hours after it was introduced,
Reuters reported Feb. 17. Judge Maria Servini
took up the case after lawyers filed fraud
complaints against Milei over the incident, the
Associated Press reported. Late on Feb. 14,
Milei touted the SLIBRA cryptocurrency in a

Milei // File Photo: Argentine Government.

post on social media site X. In the post, which
he later deleted, Milei said the crypto coin was
aimed at “encouraging economic growth by
funding small businesses and startups,” the
AP reported. The coin's market capitalization
spiked to more than $4 billion before it began
collapsing as critics commented that it the
cryptocurrency could be a scam, the AP report-
ed. The collapse caused millions of dollars in
losses to investors. Milei's office said later that
the president was not involved in any stage of

FEATURED Q&A / Continued from page 1

international reserves, about 30 percent of
GDP that can be used to accommodate the
reversal of capital flows without inducing

a run on the financial system. Moreover,
banking regulators have ring-fenced the
banking system, and on Nov. 24, the largest
five commercial banks accounted for 75 per-
cent of total assets. Their capital was 16.3
percent of risk-weighted assets, well above
the 9.5 percent required. With this buffer,
they can withstand a sudden withdrawal or
portfolio shift shock. Peru is a dual-currency
economy, and when faced with a political
shock, savers and investors will most likely
convert their soles into dollars, minimiz-

ing the potential for a run on the banking
system. Finally, Peru has a large surplus

in its balance of payments, which is driven
by a surplus in current and capital account
balances. According to the central bank, this
surplus reached $9.5 billion or 4.5 percent
of GDP in 2024, and it is expected to recede
to $3.5 billion or 1.8 percent of GDP in 2026.
In fact, the saving-investment balances
indicate that Peru has turned into a net
exporter of saving to the rest of the world.
The central bank anticipates this continuing
through 2027."

Larisa Arteaga, senior director
for Latin America financial
institutions at Fitch Ratings:
“The upcoming electoral cycle
in Peru may continue to limit the recovery
of private investment and result in modest
economic growth. Since 2018, Peru has
experienced significant political instability,
characterized by frequent changes in leader-
ship and cabinet reshuffles, as well as high
public discontent and social protests. This
volatility has contributed to a decline in the
average GDP growth rate from 2018, leading
to an economic recession in 2023. Fitch
expects this political volatility to continue
after the 2026 general elections, restrain-
ing the recovery in private investment and
resulting in weak economic growth. For the
banking sector, the challenging operating

environment, marked by limited economic
growth, may result in low credit expansion
and some asset quality deterioration.
Although the performance of the Peruvian
banking system has remained solid, it could
come under increased pressure if economic
growth remains sluggish or social unrest
continues. While Peruvian banks have a long
track record of solid liquidity and deposit
stability, capital outflows similar to those
observed during the last electoral campaign
cannot be ruled out. As the campaign
season approaches, we expect lower

credit expansion due to more conservative
investment decisions by companies and

a decrease in consumption, considering
that the track record of market volatility in
the 2021 presidential elections is still in
investors’ minds. Peruvian banks' resilience
is benefited by sound margins, given that
ample local deposit-bases of core customer
deposits provide them with a more stable
and low-cost funding source. Moreover,
Peruvian banks are well capitalized and have
recently strengthened with the implementa-
tion of Basel Il requirements, which require
more and better-quality capital.”

Ivana Recalde, director for
Latin America financial
institutions ratings at S&P
Global Ratings: “Peru’s complex
political landscape will likely persist as the
country approaches the presidential and
congressional elections scheduled for April
2026. The current political environment is
characterized by low public support for both
the executive branch and Congress, coupled
with significant political fragmentation and
a lack of cohesive political parties. This sit-
uation contributes to uncertainty regarding
the stability of Peru’s political institutions.
Changes in the composition of the Senate
will be crucial for understanding future
political dynamics and their implications
for the financial sector. Political volatility,
exacerbated by social unrest and adverse
weather events following the pandemic, has

Continued on page 6
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the development of the coin. Milei announced
the coin’s launch on social media “as he does
daily with many entrepreneurs who wish to
launch projects in Argentina to create jobs and
attract investments,” Milei's office said, the AP
reported. Milei said in a later post on X that he
was unaware of the cryptocurrency’s details.

“I have nothing to hide and | have no problem
coming forward and showing my face,” he said
in an interview with television channel Todo
Noticias. “Those who entered there voluntarily
knew what they were getting into,” he added.
Argentina’s fintech chamber said the coin’s
launch may have been a “rug pull” scam, in
which backers lure investors and then quickly
withdraw their money after the cryptocurrency’s
value soars, Reuters reported.

Trump Vows to Press
Ahead With Mexico,
Canada Tariffs

New U.S. tariffs on imports from Mexico and
Canada will take effect next week, follow-

ing the expiration of a 30-day pause in their
implementation, President Donald Trump said
Feb. 24, the Associated Press reported. “We're

1

We're on time with the
tariffs, and it seems
like that's moving
along very rapidly.”

— Donald Trump

on time with the tariffs, and it seems like
that's moving along very rapidly,” Trump said

at the White House during a news conference,
alongside French President Emmanuel Macron,
the wire service reported. Trump also said his
planned “reciprocal tariffs” on imports from

all countries that charge duties on U.S. goods
will start as soon as April. Earlier this month,

ADVISOR Q&A

Will Policymakers Be Able to Bring Down
Brazil’s Stubborn Rate of Inflation?

The rate-setting committee of
Brazil’s central bank on Jan. 29
unanimously raised the bench-
mark Selic interest rate by a full
percentage point, bringing it to 13.25 per-
cent. The central bank signaled another rate
hike of a similar size in March, as it raised
expectations for inflation this year to 5.2
percent, well above its target of 3 percent.
What is putting upward pressure on inflation
in Brazil? What do rising interest rates in
Brazil mean for the country’s banks and
credit markets, as well as for investment in
the country? How do monetary policy and
inflation expectations in Brazil compare
to those of other major economies in the
Western Hemisphere?

Joel Korn, president of WKI
Brasil and senior international
partner at UPITE Consulting
Services: “Inflationary pressures
this year in Brazil are expected to last longer
than anticipated at the end of last year,
notwithstanding the central bank's proac-
tive monetary policy. The anticipated one
percentage point Selic interest rate hike in
January and an additional one percentage
point increase in March will not be sufficient
to curb inflation at the required pace, within
an environment of a vulnerable fiscal policy,
an ongoing significant surge in food prices,

Trump delayed the 25 percent tariffs on most
goods from Mexico and Canada and a 10
percent tariff on energy imports from Canada
until March 4 after the leaders of those coun-
tries agreed to implement new border security
measures and actions against drug trafficking,
Bloomberg News reported. However, following
Trump’s remarks on Feb. 24, an unnamed U.S.
official told Bloomberg News that the levies on
Mexican and Canadian goods were still under

effects of potential currency devaluation,
rising global trade protectionism, and po-
litical and economic uncertainties. Revised
market expectations of inflation of 5.2
percent will exceed the 4.5 percent upper
limit of the target inflationary band for the
year. As such, the central bank is likely to
raise the Selic interest rate an additional full
percentage point in the third quarter, beyond
the projected increase to 14.25 percent in
March. Borrowing costs will reach even more
prohibitive levels to address growing credit
delinquency and to protect banks’ margins.
New direct investments will likewise be hin-
dered by the effects of inflation, reinforcing
the outlook for slower economic growth in
2025, at best 2 percent, as opposed to 3.5
percent in the past year. Brazil's current
aggressive monetary policy contrasts with
the policy rates followed or projected by the
United States, eurozone and a vast majority
of emerging economies, which are current-
ly following the path of an easier stance

in interest rates in response to declining
inflation.”

EDITOR’S NOTE: More commentary on this
topic appears in the Feb. 24 issue of the
daily Latin America Advisor.

discussion. Just before Trump’s remarks, Mex-
ican President Claudia Sheinbaum expressed
confidence that her government would be able
to reach a deal with Trump and avert the tar-
iffs. “We would need to be reaching important
agreements this Friday,” said Sheinbaum, the
AP reported. “On all of the issues, there is com-
munication, and what we need is to complete
this agreement. | believe we're in a place to do
it,” she added.
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NEWS BRIEFS

Colombia’s Petro
Names Controversial
Aide as Interior Minister

Colombian President Gustavo Petro on Feb. 24
named former diplomat and lawmaker Arman-
do Benedetti as interior minister, Bloomberg
News reported. Benedetti, a controversial fig-
ure whose presence contributed to the recent
resignations of multiple high-ranking cabinet
officials, including the former interior minister,
will now lead the executive branch’s ongoing
negotiations with Congress, Bloomberg News
reported. Petro’s government is nearing its
final year in office before Colombia’s next
general election in May 2026.

Mexico’s Inflation Rate
Rises Slightly to 3.63%
in mid-February

Year-on-year core inflation in Mexico increased
slightly in mid-February, reaching 3.63 percent
after being recorded at 3.61 percent two weeks
prior, Bloomberg News reported Feb. 24, citing
data from Mexico’s national statistics agency.
Analysts polled by the news service had pre-
dicted no change in core inflation. Earlier this
month Mexican central bankers reduced the
country’s benchmark interest rate by 50 basis
points, citing inflation’s ongoing manageability,
Bloomberg News reported.

Venezuela Delays
Legislative, Local
Elections Until May

Venezuelan electoral authorities on Feb. 19 de-
layed the date for planned legislative and local
elections from April 27 to May 25 after opposi-
tion parties released a unified set of conditions
for their participation in the vote, Bloomberg
News reported. The coalition of parties op-
posed to the government of President Nicolas
Maduro is demanding that Maduro acknowl-
edge he lost the 2024 presidential election and
release political prisoners.

Peru’s Economy
Expected to Grow
4% This Year: Salardi

Peru's economy is projected to grow by 4
percent this year, more than nearly every other
country in Latin America, Economy Minister
José Salardi said at a press conference on
Feb. 24, Reuters reported. Peru’s economy
ministry forecasts year-end inflation for 2025
at 2 percent, which is unchanged from the
level recorded at the end of December and
within the central bank’s target range, Salardi
said. Economic growth was higher than private
analysts’ expectations—BBVA had predicted in

Salardi // Photo: Peruvian Government.

December that Peru’s gross domestic product
would expand by 2.5 percent this year—due pri-
marily to recent increases in gold and copper
prices on global markets, Salardi said, Reuters
reported. Gold and copper spot prices have
each increased by more than 10 percent since
early January, according to market data from
CNBC. Only Argentina’s economy is expected
to grow more relative to last year than Peru's
across all Latin American countries, Salardi
said. Peru’s GDP grew by 3.3 percent last

year after undergoing a recession in 2023,
Bloomberg News reported. Earlier this month
Peruvian central bankers opted to leave the
country’s benchmark interest rate unchanged
at 4.75 percent, citing the possibility of rising
inflation amid growing consumer spending and
international trade uncertainty, the news ser-
vice reported. Peru’s improving macroeconomy
has not buoyed the popularity of the adminis-
tration of President Dina Boluarte; 5 percent of
Peruvians approved of Boluarte's government
in a January Ipsos poll.

POLITICAL NEWS

Kenyan Police Officer
Killed in Shootout
With Haitian Gang

A Kenyan police officer who was part of the
security mission aiming to wrest control away
from the gangs that control much of Haiti

was killed there in a confrontation with gang
members, Kenyan authorities said Feb. 23,

the Associated Press reported. The officer
was killed in Haiti's western Artibonite region.
Kenyan police were sent to the Port-Sonde area
in Artibonite after residents there pleaded for
help to fight the gangs, the AP reported. Kenya,
which heads the U.N. mission, has sent about
800 police officers to Haiti. They are joined

by police officers and soldiers from other
countries, including Guatemala, Jamaica and
El Salvador. The Kenyan officer was killed days
after administration of U.S. President Donald
Trump announced it would end protections
from deportation, known as temporary protect-
ed status, of more than 500,000 Haitians living
in the United States. The status will end on
Aug. 3, BBC News reported

Mexico’s Sheinbaum
Wants Reforms After
U.S. Action on Cartels

Mexican President Claudia Sheinbaum said
Feb. 20 that she will propose reforms to the
country’s constitution to protect Mexico's
sovereignty following the U.S. designation

of six Mexican organized crime groups as
terrorist organizations, the Associated Press
reported. “This cannot be an opportunity for
the United States to invade our sovereignty,’
Sheinbaum said at a news conference on Feb.
20, The Washington Post reported. She made
the statement after the U.S. State Department
designated eight organized crime groups,
including six from Mexico, as terrorist groups,
a move Mexico has opposed over fears that it
could lead to U.S. military intervention.
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led to subdued credit growth and a decline in
credit quality. Nevertheless, conditions are
gradually improving, supported by economic
growth, decreasing inflation, lower interest
rates and positive effects from pension fund
withdrawals. The resilience of the banking
sector is underpinned by strong capitaliza-
tion, ample liquidity, substantial loan-loss
provisions and prudent underwriting prac-
tices. These factors are expected to help
mitigate the impact of political challenges
and reduce potential losses. Moreover, the
financial system benefits from consistent
economic policies, robust institutions and

a credible, effective central bank. These
factors collectively contribute to a more
stable environment for financial operations,
suggesting a cautiously optimistic outlook
for the sector as it navigates the complexi-
ties of the political landscape ahead.”

Carlos Vargas Alencastre, chief
executive officer of TPC Group:
“The next electoral cycle in Peru
means a period of preparation
for a new political administration, which,
due to the mistakes of the left, the right is
likely to prevail, which would represent a
reassurance for the financial system. The
government may impose some populist mea-
sures, such as the withdrawal of the private
pension fund, but these should not affect
the soundness of the Peruvian financial
system given the soundness of the monetary
policy and the autonomous management of
the central bank. The dollar has remained
stable for 20 years, with the sol considered a
strong currency in Latin America. The Peruvi-
an economy has been managed successfully
and still could be much better. Regardless of
the political climate, the structure of curren-
cy management through the autonomy of the
central bank, an increase in the international
price of metals and an increase in agricul-

tural exports, as well as a political change
that includes the fight against the scourge
of corruption, would decisively boost the
Peruvian financial sector.”

Carlos Arata, senior partner at
Estudio Muiiiz in Lima: “After
some economic instability due
to consequences of the Covid
pandemic, high interest rates and political
unrest, our economy has regained traction
in the past year with very good prospects.
So far, our economic growth has relied on
the stability of the macroeconomic policies
implemented (and defended) by the central
bank and its constitutional independence,
avoiding the implementation of certain poli-
cies from Congress that would have harmed
private investment. The central government,
through Proinversion (the agency in charge
of promoting private investment, including
in public infrastructure) has awarded and
is expecting to continue awarding projects
that show our country is still promoting and
protecting long-term private investments.
Last year, projects worth $9 billion in project-
ed investments were awarded. That is the
highest amount in the last decade. However,
as in any pre-electoral year, uncertainty on
who will be elected (and thus, what kind of
policies will be pursued) will have an im-
portant impact on the behavior of different
economic actors. In the coming months, we
expect growth and investments to continue,
especially during the first half of the year in
which financial institutions will have a lot
of financing activities as companies look to
take advantages of low interest rates before
the uncertainty of the upcoming elections.”

The Advisor welcomes comments on its
Q&A section. Readers can write editor Gene
Kuleta.
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