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Peru: Resilient Growth Offsets El Nino Headwinds
in 2026

We have revised our 2026 GDP growth forecast downward from 3.5% to 3.2% (table 1).
The primary reason is that we now assume a Coastal El Nifio phenomenon of
“Extraordinary” intensity, rather than the “Strong” intensity considered in our July
forecast. This is already having a greater negative impact on primary sectors so far this
year and is expected to cause these sectors collectively to contract by nearly 2% in 2026,
compared to our previous forecast of a 0.7% decline.

However, we maintain our forecast of approximately 4.5% growth for non-primary sectors
linked to domestic demand, driven by improved business and consumer confidence
following the presidential runoff election in June. Consequently, we anticipate record
sales of new homes in Lima and all-time high sales of new vehicles nationwide. The
expansion of formal employment, supported by double-digit private investment growth,
rising real wages (despite a rebound in inflation), and positive trends in consumer credit
are boosting sectors such as construction, commerce, and services.

Table 1: GDP By Economic Sector (% Ann. Change)

2025 2026F 2027F
Agriculture 5.6 -1.4 1.4
Fishing 29 -27.1 1.3
Mining And Fuel 15 0.0 23
Mining 2.0 1.0 2.0
Fuel -1.6 -6.6 4.8
Manufacturing 2.8 -0.7 BI5
Based On Raw Materials 5.0 -6.8 5.7
Non-Primary 2.0 1.5 2.8
Electricity And Water 2.0 5.0 2.8
Construction 6.7 5.3 5.1
Commerce 3.6 55 34
Services 3.0 3.6 3.4
GDP 34 3.2 33
Primary Sectors 3.1 -1.9 2.6
Non- Primary Sectors 35 4.5 35
Sources: Scotiabank Economics, INE.

PRIMARY SECTORS

The latest statement from the Multisectoral Commission in charge of the national study
on the El Nifio phenomenon (ENFEN) indicates that, as of August, the Coastal El Nifio
developing off Peru’s coast reached “Extraordinary” intensity. This level is expected to
persist until January before gradually weakening and concluding during the second
quarter of 2027.

The current warming of sea waters resembles the “Extraordinary” El Nifio phenomenon of
1997-98 (chart 1), which reduced growth by 1.7 percentage points and generated
economic losses of nearly US$ 3.5 billion, equivalent to 4.5% of that year's GDP (chart 2).
According to our latest projections, the current El Nifio phenomenon (FEN) is expected to
shave approximately 1 percentage point off GDP growth in 2026.

The fishing sector (-27.1%) would be primarily affected by reduced anchoveta catches due
to the intensity and duration of the FEN. Anchoveta, a cold-water species that is the
backbone of Peru's fishing industry, tents to migrate southward or move to deeper waters
when sea temperatures rise, making it harder for the industrial fleet to catch. During the
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first fishing season in the north-central region (April-July), anchoveta landings hovered around 472,000 tons, compared to 2.5 million tons
the previous year. Furthermore, the persistence of warm waters during the second half of the year would impact the second season
(November—January); as a result, the anchoveta catch is projected to be around 1.5 million tons in 2026 (-65%)—the lowest catch level
since 1998, when the last “extraordinary” FEN occurred. This would also affect fish-meal production, with a consequent impact on the
primary manufacturing sector (-6.8%). This decline would be partially offset by slight growth in catches of species for direct human
consumption (DHC), driven by greater availability of jumbo flying squid as well as warm-water species such as bonito and mahi-mahi,
among others.

The agricultural and livestock sector (-1.4%) is expected to experience a greater-than-anticipated negative impact due to unusually high
temperatures associated with the “extraordinary” El Niflo phenomenon; these conditions hinder proper crop development and increase
pest prevalence, thereby affecting yields. Furthermore, regarding crops destined for export, a smaller percentage of the harvest meets the
optimal conditions for shipment abroad, impacting export volumes for products such as mangoes, blueberries, grapes, and avocados,
among others. In addition to the above-normal rainfall expected from December onward, particularly along the northern coast, below-
normal rainfall is likely in the central and southern highlands due to the Global El Nifio (like the “extraordinary” event of 1981-1982). This
could impact crops destined for the domestic market during the first half of 2027.

The mining and hydrocarbons sectors are to remain broadly unchanged in 2026 (0.0%), broadly in line with previous estimates. Mining
output (+1%) is unlikely to show significant momentum despite high metal prices, given the absence of major new mining projects starting
operations this year. Copper and gold production would post modest increases, while iron ore production would grow at a double-digit rate
due to a statistical rebound following the logistical issues experienced by Shougang Hierro Pert in 2025Q2. Zinc production is expected to
decline as Antamina continues to extract ore with a higher copper content, at the expense of zinc output. Regarding the hydrocarbons
subsector (-6.6%), the decline would be slightly steeper than initially expected. In addition to temporary reduction in natural gas and
natural gas liquids production following the March incident on the Camisea gas pipeline, maintenance work at Block 95, the country's
largest oil field, temporarily reduced crude oil production during 2026Q3.

NON-PRIMARY SECTORS

The construction sector (+9.3%) would lead GDP growth, driven primarily by the favourable trend in private investment. All major
components of private investment are currently expanding. Diversified investment, excluding mining and residential, stands out,
particularly in transport infrastructure, energy, industrial, and commercial projects, supported by significantly improved post-election
business expectations (chart 3). Meanwhile, mining investment would continue to benefit from high mineral prices, though it remains
concentrated on operational efficiency improvements and brownfield projects in the absence of major greenfield projects, with Tia Maria
being the main exception. Residential investment should also maintain its positive trajectory, supported by a growing wage bill, which is
encouraging self-construction activities such as home expansions and renovations, and by mortgage rates that remain below historical
averages, continuing to support mortgage lending and sales of new formal housing in Lima.

The commerce sector (+5.5%) would record its highest annual growth rate since 2012, Chart3
excluding the post-pandemic rebound. This performance is supported by employment Business And Consumer Expectations
growth, with 240,000 formal private-sector jobs created nationwide in the first half of 2026, o
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The services sector (+3.6%) is expected to show an acceleration in its growth rate, particularly 0
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security, outsourcing, and consulting) are likely to outperform the sector average. The acceleration in the financial services is also
noteworthy, reflecting stronger credit demand from both businesses and individuals.

Finally, non-primary manufacturing (+1.5%) would show divergent performance trends. On one hand, industries linked to the construction
sector, such as cement, steel, bricks, and ceramic flooring and tiling, as well as capital goods manufacturing, are expected to benefit from
private investment. On the other hand, the consumer goods industry would show mixed results. Food industry should remain resilient,
supported by stronger private consumption drives and warmer weather associated with El Nifio, which tend to boost demand for
beverages. Other industries are expected to be negatively affected, particularly textiles and apparel due to weaker winter-related demand
and lower export volumes to the US. Personal care and cleaning products are also facing stronger competition from imports.

Despite the increasingly severe impact of El Nifio on primary sectors, we expect Peru's economy to grow by 3.2% in 2026, as resilient
domestic demand continues to offset weather-related disruptions and support activity across non-primary sectors.
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