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The Panama Newsflash is a publication composed by the Consulate-General of the Kingdom
of the Netherlands in Panama and the Embassy of the Kingdom of the Netherlands in San
José. The newsflash provides an update in terms of imperative economical developments, the
most important tenders and a selection of other relevant business news to do with Panama.
This newsflash is shared with a distinctive group of Dutch businesses with special interests in
Panama. It is put together on the basis of publicly available information from various sources
such as news articles, press releases, and third party information. The Consulate-General of
the Kingdom of the Netherlands in Panama and the Embassy of the Kingdom of the
Netherlands in San José are not responsible for the accuracy of the published information. If
you do not want to receive the Panama newsflash, or wish to add a person to the distribution
list or desire to send an observation, please feel free to forward a message to
nltrade(@racsa.co.cr.

Regional Newsflash

In addition to information about economic developments in Panama, regional (Dominican
Republic, Costa Rica, El Salvador, Guatemala, Honduras, Nicaragua and Panama) economic
information is offered to our clients. In line with an ever more integrated Central America,
and the expressed need for regional insight, the Dutch Embassies in the region are joining
efforts by publishing the Regional Newsflash together. If you wish to receive the Regional
newsflash or desire to send an observation, please feel free to forward a message to
nltrade(@racsa.co.cr . You can also download the Regional Newsflash from our website
www.handelswijzer.com .

Panama to enter agreement with EU (Source: Prensa.com) The European Union would
allow Panama to enter into the Agreement by lifting the prerequisite that it should be part of
SIECA. Panama has been an observer thus far in the negotiation for an Association
Agreement between Central America and the European Union because the country had not
fulfilled the European Union’s prerequisite of signing the protocol for the "economic
integration with Central America, i.e. the Central American Economic Integration Secretariat
(SIEC)." European authorities have given indications of accepting Panama without the
country having signed the SIEC, according to talks that have been conducted on the subject.

Agreement with the EU priority for president elect

During a visit to his Costarican counterpart, president elect Ricardo Martinelli voiced that the
Association Agreement between the EU and Central America, where Panama still holds a
position as observer, is one of his priorities for the short term. The signing of the agreement is
set for January 2009 in Spain.

Martinelli to face Asian trade quandary
The lingering dispute between China and Taiwan for the support of Panama could be
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rekindled once President-elect Ricardo Martinelli is sworn in July 1. Martinelli’s position
tends toward establishing relations with mainland China, and Foreign minister-designate Juan
Carlos Varela hinted that that would likely be the line followed by the administration. He
indicated that Martinelli is closely following the discussions between the two competing
countries, but that “as a principal trader at the Colon Free Zone, a future relationship with
mainland China would make a lot of sense.”

Change in income tax calculation (Source: pa-digital.com.pa) Ricardo Martinelli,
president-elect of Panama, announced changes to Income Tax Calculation (CAIR), which is
highly questioned by the business sector. CAIR implies that the income tax of natural and
legal persons is determined through a double calculation, with taxes being paid on the higher
figure. The 2005 tax reform introduced this system, looking to establish a minimum income
tax contribution in Panama to close some tax evasion windows. In setting the tax base as the
total gross taxable income without taking into account any deduction or the results of business
operations, this system seeks to incorporate an objective or presumed estimation, separating
itself from the direct estimate that traditionally had been used in Panama. Entrepreneurs have
questioned this law which they say could lead to bankruptcy for many companies. Among the
main reforms that the tax system is looking to simplify is the elimination of alternative
income tax calculation. The new income tax rate that will be applied has yet to be defined.
The new Economy and Finance Minister, Alberto Vallarino stated: "I am a believer in low
taxes because they help in collection, especially in countries where we do not have a culture
of paying taxes, which is a reality not only in Panama, but in every Latin American country."

Successful multinational law

Law 41 that is directed to attract multinationals to establish their regional headquarters in
Panama has proven to be successful: 21 companies have made use of the law, generating
around 1.100 jobs and investments of USD 1.200 million. For further information on law 41,
visit our handelswijzer.

Panama's economy grew 2,6% in February

After having realized large economic growth over the last couple of years, the economy
slowed down to grow of 2.59% as a result of the global economic crisis. Several analysts
expect a growth of around 3%, which would still be a very good result considering that Latin
America will contract 0,5%. According to the IMF, Panama will be least affected by the crisis
within the region.

Inflation down to 4,3%
Although prices has gone significantly down (inflation in 2009 was almost 9%), the consumer
basket remains on the rise. In January the consumer basket was US$270,85, a decrease of

1,2% compared to December, but in February and march it rose again and now is at
US$273,25.

Employment remains high

With 4,7% of the work force without a job, unemployment Panama remains low, especially in
contrast with many first world economies. The first trimester, the tax collectors office
received USD 108,3 million on income tax, which equals a 13% increase compared to the
same period last year. This increase can only be partly explained by higher wages.
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Panamanian exports decreases by 46% (Source: laestrella.com.pa) During the first two
months of the year, export value was $125 million, compared to $232 million during the same
period in 2008. According to statistics from the General Accounting Office, the most affected
areas were sea products (shrimp with a 59.9% decrease and shrimp larvae with 96.8%) but
also melon exports had a setback with a decrease of 68.4%, watermelon with 59.6% and
pineapple with 42.6%.

5.9% Decrease in Panamanian service exports (Source: Prensa.com) For the first quarter,
export equaled $2.68 billion exported, $169 million less than during the same period in 2008.
The areas that dropped the most were banking services and re-exports from the Colon Free
Trade Zone. These declines could not be offset by income from the Panama Canal or service
exports related to tourism and port and logistics sectors, which maintained increases of 11%,
8.7% and 1.6% respectively.

Panama and the Dominican Republic analyze Trade Agreement (Source: laestrella.com.pa)
Authorities in both countries are looking to improve the tariffs, which average around 17%, of
more than 80% of export products. Double taxation of products and the tariff situation the
main topics of the meeting to be held next week between the negotiating committee of the
Ministry of Commerce and Industry of Panama and representatives from the Dominican
Republic, with the aim of improving trade relations and increase trade. Trade with the
Dominican Republic amounted to $72 million; $55 million in imports and $17 million in
exports.

Panama to import milk (Source: prensa.com.pa) Between July and December, 24 million
liters of milk from Australia, New Zealand, Costa Rica and Mexico will enter the country.
It will be imported in different forms such as powdered, condensed, skim and other milk
derivatives. Gabriela Morales, Director of Trade Policy of the Ministry of Agricultural
Development (MIDA) stated: "This is the second purchase of the year because MIDA
approved an acquisition of 7,430 tons of milk, representing about 51 million liters, during the
first semester." Recently an inspection visit was carried out by the Panamanian
Phytosanitarian Service (AUPSA) to the Netherlands. It is expected that Dutch dairy
companies will be allowed to export to Panama soon but the results are still to be made
public. The dairy market is interesting since local production can only supply half of the
demand. Total demand equals around 340 million litres. There are also opportunities for
Dutch dairy companies in terms of food processing. The embassy is currently conducting a
regional study for the food processing sector.

Panamanian government authorizes electric interconnection (Source: Prensa.com)
Electricity Transmission Company has been authorized to handle the electricity
interconnection project between Panama and Colombia, along with Interconexion Eléctrica
SA. The Cabinet Council, headed by President Martin Torrijos approved the authorization so
that Electrical Transmission Company, on behalf of the State and in association with
Interconexidn Eléctrica SA, will be responsible for the developing electric interconnection
project between Panama and Colombia. The president of Colombia, Alvaro Uribe, is one of
the promoters of the project as is President Torrijos. The leaders met last March to sign an
agreement for the development of the proposed interconnection. The Panamanian ambition to
become a hub also for energy transport creates opportunities for Dutch companies in the
energy sector, both in transport as in generation. The embassy is currently, in cooperation
with the embassies in Colombia and Mexico, realizing a study into the energy sector with
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emphasis on renewable energy and energy saving. A trade mission will be planned for the
beginning of the year 2010.

Wind Expo Panama in September 2009 (Source: windexpo.org)
From September 2-4, the second Latin American Wind Energy
Conference and Exposition will be held. With the goal of "Integrating
Wind Energy into the Latin American energy matrix," the Latin
American Association of Wind Energy (LAWEA) is organizing
Panama Wind Expo 2009. The program consists of 3 days of
exhibitions and conferences related to the subject of wind power and
there is an important space reserved for business development. Participants may interact with
the players in a sector that promises to grow more each day and is looking to become a source
of renewable energy for massive use from Mexico to Patagonia. The embassy is currently, in
cooperation with the embassies in Colombia and Mexico, realizing a study into the energy
sector with emphasis on renewable energy and energy saving. A trade mission will be planned
for the beginning of the year 2010.

Pa maZ

Panama attracts construction companies (Source: prensalibre.co.cr) The FTA between
Costa Rica and Panama has opened business opportunities for construction companies in
Costa Rica. A group of 11 Costa Rican companies participated in over 80 business meetings
from May 20 - 22 in Panama. At the event which was organized by the Costa Rican Foreign
Trade Promoter (Procomer), companies were looking to promote "materials such as flooring,
plastic tiles, wood, bronze, iron and aluminum castings, decorative posts, nails and
framework." Costa Rica and Panama signed an FTA on August 7, 2007, with positive results
for the industry which managed for 94% of its products to be handled through free trade and
only the remaining 6% to have tariffs eliminated in periods ranging from 5 to 17 years. Rules
of origin were also negotiated to suit the reality of the national productive sector. A sector
study is available and can be requested with the Embassy: nltrade(@racsa.co.cr.

Astilleros Braswell to invest $100 million in Panama (Source: estrelladepanama.com) The
Spanish company will make an investment of USD 100 million to be able to service post
Panamax vessels. According to Antonio Camil, quality manager of Astilleros Braswell,
studies were performed and the location of the dam, whether it will be built on the Pacific or
Atlantic side of the Canal, remains to be defined. Its biggest current dam has the dimension of
a lock, but its location prevents it from growing any further. It services about 100 ships per
year and has annual billing in the amount of 16 million dollars. The expansion of the Canal
offers many direct and indirect opportunities for the Dutch maritime sector. Panama also
offers a comparative advantage since its economy will continue to grow where other countries
are postponing investments. The embassy is anticipating to these developments by realizing a
sector study in a new economic and political situation where the focus lies on niches and
subcontracts for the canal expansion. A trade mission is being planned for early September. If
you would like to receive more information about this mission, please contact the Consulate at

nltrade@cwpanama.net.

Panama Canal increases capacity (Source: Panama Canal Authority) A new relay station
has increased the volume of vessel traffic to one more per day. The Panama Canal Authority
(ACP) announced that the second relay station, located at the Cartagena entrance, is operating
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at 100%. According to statements by Vice President of Operations Manuel Benitez, "this
station allows us to move one more ship per day."

Canal registers drop in tonnage

The tonnage that transited the Canal during the first four months of this year totaled $179.3
million, or about 2.4 percent less than that registered as of April 30 last year. The Canal
Authority attributed the slight decrease to a drop in the volume of vessels passing through the
waterway, particularly car carriers and, to a lesser extent, container ships. For the remainder
of the 2009 fiscal year, forecasts predict that the volume of cargo could experience a greater
downturn of up to 5 percent.

Panama Canal to lower rates

As part of the financial scheme to fund the canal expansion, the Panama Canal Authority
(ACP) was to increase tolls yet again in 2009, but due to the global economic slowdown and
drop in tonnage that transit the Canal, the ACP will cut rates temporarily as the global
economic slowdown damps trade. The plan includes two components: the redefinition of
“ballast” (freighters without passengers or cargo) for container carriers going through the
canal, and modifications to the reservations system to increase flexibility and reduce tariffs.
This translates to a basic reservation charge for a super freighter 100 feet wide or more and
900 feet long or more will be reduced to $5,000 per transit. The reductions will take effect
June 1 and run through Sept. 30.

COPA's winning strategy (Source: Investors.com) In 70% of its routes, COPA has no
competition. The Panamanian airline flies to destinations not covered by the major regional
airlines such as TAM and LAN. The company prefers to fly to destinations that are not too
popular, where the passengers waiting to board are not many more than 50. And while the
airline industry in general is suffering from the effects of the crisis and the balance sheets of
the airlines are registering losses or marginal profits in the best case, COPA had operating
margins of 17.4% in 2008. In March 2009 COPA’s traffic rose by 9.3% compared with
March 2008, after an increase of 9.5% in February. In January, the month that is usually the
highest in sales, the increase reached 15% over January 2008.

Tourism promotion campaign (Source: Prensa.com) In Panama, companies in the industry
created a promotion fund "in kind" that will contain hotel, tour and airfare discounts. This
initiative will combine proposals agreed to last week to offer incentives to travel agents who
sell Panama as a destination or to convention organizers so they will hold their events in the
country. While the industry obtained positive first quarter results, entrepreneurs began to feel
the impact of the crisis in April and May.

Hilton Hotels expands in Panama (Source: Business
if Wire) Hilton Hotels Corporation will open 4 hotels under

The Hilton Family its Hilton, Embassy Suites, DoubleTree and Hilton Garden

Inn brands in Panama. The 351-room Hilton Panama
Hotel is scheduled to open in 2011 and it will be directly operated by Hilton Hotels
Corporation. Embassy Suites by Hilton Panama City will also be operated by the Corporation
and it will have 306 rooms. They also hope to open this hotel in 2011. Doubletree by Hilton
Panama City and Panama Hilton Garden Inn Hotels are under franchise contracts, and they
will have 213 and 163 rooms respectively. The vice president of operations for Hilton Hotels
Corporation for the Caribbean, Mexico and Latin America, Daniel Hughes, said: “These
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newest additions reinforce our commitment to add a number of properties to our Central
America portfolio and to have a presence in one of the region’s fastest growing destinations.”
The Hilton Hotels chain announced last year that it will add 150 hotels to its chain in Latin
America and the Caribbean in the next five years.

Call Centers continue to grow (Source: pa-digital.com.pa) In Panama, as in the whole
region, the obstacle to higher growth is the lack of qualified personnel. The wage of a worker
in a call center is three times the minimum wage on average, and it can be five times the
minimum wage in some countries in the region. The problem is the shortage of personnel with
the necessary English language proficiency, which prevents the industry from growing at a
faster rate than the current one. The biggest challenge in this type of business is acquiring
qualified personnel.

Banco General of Panama begins operations in Costa Rica (Source:
Nacion.com) The first branch will be officially opened on May 21, and it
expects to open 10 to 15 more branches over the next five years. Federico
Albert, vice president of international banking, said that this branch will
provide business services and also serve the personal banking segment. The
entity has $30 million in capital to start working here as a commercial bank.
~ Alberto Sauter is the general manager. The new banking firm hired 40 people
and it foresees that each new branch will create 10 additional jobs.

Mundial insurer to operate in Costa Rica (Source: Prensa.com) The
Al NN company was the first to submit its application to enter the Costa Rican
brirtare el Market, and it hopes to start operations this year. During the annual

ACan shareholders' meeting, the CEO of Mundial Group, Rodrigo Diaz, stressed
that the strategy for this year is to improve the quality of service and
operations. To maintain good performance levels in a less favorable local and international
economic environment, a plan called Mundial Compite (Mundial Competes) has been put into
motion, which Diaz hopes will achieve a cost reduction of 16%, savings of $4 million and an
increase in income of 12% for this year.

Package-manufacturing plant Celloprint closes it’s doors (Source: Prensa.com) Due to
massive packaging imports from Colombia and Peru, Celloprint, a Panamanian plastic
package-manufacturing plant, closed operations. The company had been trying to save its
operations for more than two years, struggling to curb imports of the product from Colombia
and Peru. In 2007, the Panamanian company resorted to the safeguard mechanism, making the
Ministry of Trade and Industry implement a tariff surcharge of 59.9% above the current tariff
of 6%. Juan Sosa, Celloprint manager, confirmed the plant’s closing and said that they are
proceeding to sell their machinery. Closing the plant involves laying off 140 people.

Del Monte talks fail (Source: pa-digital.com.pa) Del Monte withdrew from
negotiations for the operation of COOSEMUPAR, and a substitution
through government investment is being considered. Del Monte
multinational withdrew from negotiations for the operation of Port
Armuelles Multiple Services Cooperative (COOSEMUPAR) due to protests
by cooperative workers, who blocked the border crossing between Panama
and Costa Rica. The Government made a commitment to look for the funds
($25 million) requested by the cooperative's workers in order to boost
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banana production. During the first quarter of the year, $16.4 million in bananas were
exported, 45% less than the $29.9 million exported during the same period in 2008. The
decline in exports is a direct effect of the COOSEMUPAR operation stoppage since
September 2008. In the Pacific, COOSEMUPAR’s area of influence, there were only 152,831
boxes exported in the first quarter, reflecting a decrease of 93%. While in the Atlantic, the
situation was less dramatic; there were 2.595 million boxes of bananas exported, a decrease of
8.2%.

Fyffes invests $8 million in Panama (Source: Fyffes) Fyffes, a European
company, bought Panamanian pineapple producer, Agro-industrials Golden

7 West SA for $8 million. With the purchase, estimated at $8 million, Fyffes
acquired 450 hectares and the assets of Agro-industrials Golden West SA. The
European company also has pineapple production properties in Costa Rica, and it hopes that
the combined production from both countries will reach 50% of pineapples sold in 2010.
Fyffes chairman David McCann said: "This acquisition is an important step to enhance and
ensure the provision and quality of our Fyffes Gold Pineapples. The future integration of
production, shipping and marketing is a positive development for Fyffes and its customers."

Panama Logistics Expo 2009 (Source: webpicking.com) On October
14 and 15, companies will show their products and services, forming
contacts between themselves and potential customers. Panama
Logistics Expo 2009, to be held at the Vasco Nunez de Balboa
Convention Center, will bring together multinational companies,
suppliers, government representatives, consultants, agents and freight
and passenger transport companies. Among those attending the
conference are: The Panama Canal Authority, Colon Free Trade
Zone, SENACYT (National Secretary of Science, Technology and Innovation,), Kawasaki,
Suez Canal Authority, Cranfield University, Latin America Logistics Center, DHL Global
Forwarding, KPMG Mexico and PROINTEC Panama.

expo
LOGISTICA
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de 2009

EVD Panama country webpage

=~ EVD The EVD has a Panama country webpage where you can
- BATIREASINES: S8 S Siw Sk find up to date information, such as: business news,

economical developments, tenders, country information
(incl. fact sheet and laws), interesting sectors, activities, important documents and the
business country guide from the Embassy of the Kingdom of the Netherlands. For more
information please visit the website: www.evd.nl/landen. More information can be obtained

from Marjolijn Steinebach, country manager Panama, through email panama@info.evd.nl or
by phone (0031) 070-7788698.

Embassy of the Kingdom of the Netherlands as
. information source

m Amm;ég);“i;nkrijk der Nederlanden On the internet sit§: from the Embassy Qf the Kingdom‘of

the Netherlands in San José (covering the countries
Panama, Costa Rica, Honduras and El Salvador) you can find general information on the
specific countries but also commercial information. Our ‘handelswijzers’ (business trade
guides) entail broad and up-to-date information on how to do business in each of the four
countries. It is a useful tool/guide for Dutch exporters and investors. Visit: www.holanda.cr or
www.handelswijzer.com . For more information you can contact our commercial department
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at the Embassy of the Kingdom of the Netherlands in San José by email nltrade@racsa.co.cr
or by phone (00506) 2296 1490 (Carel Richter or Hans Buhrs). You can also contact our
Consulate-General of the Kingdom of the Netherlands in Panama, Phone: (00507) 263 6494

or (00507) 264 7257 (Dieter Ploeger). Email: consuladonl@cwpanama.net

H.A. Chatelian, Kaart van de Landengte van Panama, 18e eeuw.
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