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Offering Circular

The Republic of EI Salvador
US$800,000,000 7.375% Notes due 2019

Issue Price: 100% plus accrued interest, if ammfDecember 1, 2009
Interest Payable June 1 and December 1

The Republic of El Salvador is offering US$800,@00, aggregate principal amount of its 7.375% Ndtes2019
(the “Notes”). The Notes will mature on DecembeR@]9. Interest on the Notes will be payable semidally in
arrears on June 1 and December 1 of each year cocimgeon June 1, 2010. The offering circular cdntgs a
prospectus for the purpose of the Luxembourg Latedlduly 10, 2005 on prospectuses for securities.

The Notes will contain provisions, commonly knova“aollective action clauses,” regarding acceleratnd
voting on future amendments, modifications and ewsthat differ from those applicable to certaithaf Republic
of El Salvador’s outstanding Public External In@elrtess (as defined herein). Under these provisianish are
described in the sections entitled “Terms and Gaomds of the Notes — Events of Default” and “— Mficitions,
Amendments and Waivers,” the Republic of El Salvaday amend the payment provisions of the Notes and
certain other terms with the consent of the hol@ég5% of the aggregate amount of the outstanNiotgs.

Except as described herein, payments on the Natleseamade without deduction for or on accountithholding
taxes imposed by the Republic of El Salvador. Agpion has been made to list the Notes on the toinairg
Stock Exchange and to have the Notes admittecting on the Euro MTF Market. Application will beade to
list the Notes on the El Salvador Stock Exchange.

The Notes are expected to be delivered to invegidisok-entry form through The Depository Trustin@many and
its direct and indirect participants, including Bclear Bank S.A./N.V. and Clearstream Banking, &g@canonyme,
on or about December 1, 2009.

See “Risk Factors” beginning on page 8 regarding c&in risk factors you should consider before inveing in
the Notes.

The Notes have not been and will not be registaretkr the Securities Act of 1933, as amended @eeUrities
Act”). The Notes may not be offered or sold withiie United States or to U.S. persons except tbfigaa
institutional buyers in reliance on the exemptimomni registration provided by Rule 144A under theusities Act
and to certain persons in offshore transactiomsliance on Regulation S under the Securities Yot are hereby
notified that sellers of the Notes may be relyimgtioe exemption from the provisions of Section 5hef Securities
Act provided by Rule 144A under the Securities Act.

Joint Lead Managers and Joint Bookrunners

Citi J.P. Morgan

November 20, 2009
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IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RE LY ON THEIR OWN EXAMINATION OF
THE REPUBLIC AND THE TERMS OF THE OFFERING, INCLUDI NG THE MERITS OR THE RISKS INVOLVED.

You should rely only on the information contained n this document or to which we have referred you. W have not
authorized anyone to provide you with information tat is different. This document may only be used wdre it is legal to
sell these securities. The information in this doauent may only be accurate on the date of this docusnt.

This Offering Circular may only be used for the pses for which it has been published.
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NOTICE TO NEW HAMPSHIRE RESIDENTS

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR N APPLICATION FOR A LICENSE HAS BEEN
FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE RESED STATUTES WITH THE STATE OF NEW
HAMPSHIRE NOR THE FACT THAT A SECURITY IS EFFECTIME REGISTERED OR A PERSON IS LICENSED IN
THE STATE OF NEW HAMPSHIRE CONSTITUTES A FINDING BYTHE SECRETARY OF STATE THAT ANY
DOCUMENT FILED UNDER RA 421-B IS TRUE, COMPLETE ANDIOT MISLEADING. NEITHER ANY SUCH FACT
NOR THE FACT THAT THE EXEMPTION OR EXCEPTION IS AVAABLE FOR A SECURITY OR A TRANSACTION
MEANS THAT THE SECRETARY OF STATE HAS PASSED IN ANWAY UPON THE MERITS OR QUALIFICATIONS
OF, OR RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSONSECURITY OR TRANSACTION. IT IS
UNLAWFUL TO MAKE, OR CAUSE TO BE MADE, TO ANY PROSECTIVE PURCHASER, CUSTOMER OR CLIENT,
ANY REPRESENTATION INCONSISTENT WITH THE PROVISIONSF THIS PARAGRAPH.

The Notes will be direct, general and unconditioobligations of the Republic. The Notes will, at tanes, rank equally
without any preference among themselves and at peaspassuwith all other present and future unsecured andhmslinated
Public External Indebtedness (as defined hereith®Republic.

The Notes will be issued in registered form onlypté$ sold in offshore transactions in reliance eguation S under the
Securities Act (“Regulation S”) will be representedone or more permanent global notes in fullyistsged form without interest



coupons (the “Regulation S Global Note”) depositéth a custodian for, and registered in the name afominee of, The
Depository Trust Company (“DTC”) for the respectaecounts at DTC as such subscribers may dire¢es\sold in the United
States to qualified institutional buyers (each adiffied institutional buyer”) as defined in, andrieliance on, Rule 144A under
the Securities Act (“Rule 144A”) will be represesitby one or more permanent global notes in fullyiseered form without
interest coupons (the “Restricted Global Note” aiodether with the Regulation S Global Note, thdolial Notes”) deposited
with a custodian for, and registered in the nama edéminee of, DTC for the respective accounts®E s such subscribers may
direct. Beneficial interests of DTC participants @efined under “Book-Entry Settlement and Cleag&nia the Global Notes will
be shown on, and transfers thereof between DTGcjpamts will be effected only through, records ntained by DTC and its
direct and indirect participants, including Eura@leBank S.A./N.V., as operator of the Eurocleart&ys (“Euroclear”) and
Clearstream Bankingociété anonymgClearstream, Luxembourg”), if applicable. See tBeEntry Settlement and Clearance.”
Except as described herein, definitive Notes will Ine issued in exchange for beneficial interasthé Global Notes. See “Terms
and Conditions of the Notes — Form, Denominatiod @itle.” For restrictions on transfer applicabtethe Notes, see “Transfer
Restrictions” and “Subscription and Sale.”

The Republic has taken reasonable care to ensair¢hdhinformation contained in this Offering Cilauis true and correct in
all material respects and not misleading as ofdde hereof, and that, to the best of the knowledgkbelief of the Republic,
there has been no omission of information whichlihimcontext of the issue of the Notes, would ntaledocument as a whole or
any such information misleading in any materiapess. The Republic accepts responsibility accoigling

This Offering Circular does not constitute an offs, or an invitation by or on behalf of, the Refwlor the Joint Lead
Managers to subscribe to or purchase any of thedNd&ach recipient shall be deemed to have madevitsinvestigation and
appraisal of the financial condition of the RepablThe distribution of this Offering Circular oryapart of it and the offering,
possession, sale and delivery of the Notes in icejtgisdictions may be restricted by law. Persorte whose possession this
Offering Circular comes are required by the Repubtid the Joint Lead Managers to inform themsehbesit and to observe any
such restrictions. See “Subscription and Sale”“@mdnsfer Restrictions” for a description of furthestrictions on the offer, sale
and delivery of Notes and on distribution of thifefing Circular and other offering material retagito the Notes.

Each person purchasing Notes pursuant to Rule ivdAe deemed to:

* represent that it is purchasing the Notes for it#1 caccount or an account with respect to whichxigreises sole
investment discretion and that it or such accosiat gualified institutional buyer (as defined ind&Ru44A); and

« acknowledge that the Notes have not been and wlfilbe registered under the Securities Act or amyeStecurities laws
and may not be reofferred, resold, pledged or otisertransferred except as described under “Trafstrictions.”

Each purchaser of Notes sold outside the Unitett$ta reliance on Regulation S will be deemedaeehrepresented that it is
not purchasing Notes with a view to distributioertof in the United States. Each person purchasoigs pursuant to Rule 144A
also acknowledges that:

e it has been afforded an opportunity to request fitbim Republic and to review, and it has receivédadditional
information considered by it to be necessary tafwéne accuracy of the information herein;

e it has not relied on the Joint Lead Managers orergon affiliated with the Joint Lead Managergamnection with its
investigation of the accuracy of the informatiomizined in this Offering Circular or its investmelgcision; and

* no person has been authorized to give any infoonati to make any representation concerning thesB&por the Notes
other than those contained in this Offering Circalad, if given or made, such information or repreation should not be
relied upon as having been authorized by the Répabthe Joint Lead Managers.

IN CONNECTION WITH THIS ISSUE OF NOTES, THE JOINT L EAD MANAGERS MAY, THEMSELVES OR
THROUGH THEIR AFFILIATES, OVERALLOT OR EFFECT TRANS ACTIONS WHICH STABILIZE OR
MAINTAIN THE MARKET PRICE OF THE NOTES AT ALEVELW HICH MIGHT NOT OTHERWISE PREVAIL IN
THE OPEN MARKET, TO THE EXTENT PERMITTED BY APPLICA BLE LAWS. SUCH STABILIZING, IF
COMMENCED, MAY BE DISCONTINUED AT ANY TIME.



PRESENTATION OF INFORMATION

Unless otherwise specified or the context requirefgrences to “US dollars”, “$” and “US$” are tamitéd States dollars and
references to thteolén” and“colones” and “¢” are to Salvadorarolones.

References to the “Republic” and “El Salvador” tr¢he Republic of El Salvador.
References to “FOB” are to exports free on boaditarfCIF” are to imports including cost, insurarared freight charges.

Data identified as “preliminary” in the tables inded in this Offering Circular reflect an interiralculation and is subject to
change.

References torhaquila” are to the assembly of imported goods for re-export

References to “Central America” and “Central Amancountries” are to El Salvador, Costa Rica, Guata, Honduras and
Nicaragua.

Certain economic and financial data in this Offgri@ircular is derived from information previouslylgished byBanco
Central de Reserva de El Salvadtine “Central Bank”) and other governmental erditgg EI Salvador. This data is subject to
correction and change in subsequent publications.

Certain other information in this Offering Circuliarderived from information made publicly availalily the United Nations.

References to “net international reserves” areoteifin currency reserves. The term “current acceumplus (deficit)” as
applied to the balance of payments includes foraignunless otherwise specified.

Certain amounts included in this Offering Circulteave been subject to rounding adjustments; acaglsdifigures shown as
totals in certain tables may not be an arithmeggragation of the figures which precede them.

FORWARD-LOOKING STATEMENTS

This Offering Circular contains certain forward-kinng statements (as such term is defined in thei8&xs Act) concerning
the Republic. These statements are based uporfsbelfiecertain government officials and others adlvwe a number of
assumptions and estimates which are inherentlyestub significant uncertainties, many of which begond the control of the
Republic. Future events may differ materially frdmse expressed or implied by such forward-lookitagements. Such forward-
looking statements are principally contained in $keetions “Offering Circular Summary,” “The Repubtf El Salvador,” “The
Salvadoran Economy,” “Foreign Trade and Balanc&®ayments,” “Monetary System,” “Public Sector Finesicand “Public
Debt.” In addition, in those and other portions thfs Offering Circular, the words “anticipates,” éleves,” “estimates,”
“expects,” “plans,” “intends,” “projections” andmsilar expressions, as they relate to the Republie, intended to identify
forward-looking statements. Such statements reflecturrent views of the Republic with respedutoire events and are subject
to certain risks, uncertainties and assumptiong. Rbapublic undertakes no obligation publicly to aedor revise any forward-
looking statements, whether as a result of newrin&bion, future events or otherwise. In light oégle risks and uncertainties,
there can be no assurances that the events desaibenplied in the forward-looking statements @inéd in this Offering
Circular will in fact occur.



ARBITRATION AND ENFORCEABILITY

The Republic is a foreign sovereign state. Conseityyet may be difficult for investors to obtain cealize upon judgments in
the courts of the United States. Under its Consity the Republic is not permitted to consentuidsgiction of the courts of any
foreign jurisdiction. The Republic has not consdritethe jurisdiction of any court outside El Saleain connection with actions
arising out of or based on the Notes or in conoaalith the enforcement of any judgment arisingafutuch actions, nor has the
Republic appointed an agent for service of proaegside El Salvador. The Republic has agreed tofdhewing arbitration
provisions as part of the Terms and Condition$iefNotes:

Any dispute, controversy or claim arising out ofrelating to the Notes (other than any action agsiut
of or based on the United States federal or sttargies laws), including the performance, intetation,
construction, breach, termination or invalidity idxef shall be finally settled by arbitration in acdance with
the Arbitration Rules of the United Nations Comrusson International Trade Law (excluding Articlé 2
thereof) as in effect on the date of the Fiscal ayeAgreement (the “UNCITRAL Arbitration Rules”).h&
number of arbitrators shall be three, to be appdinh accordance with Section Il of the UNCITRAL
Arbitration Rules. The appointing authority shadl the Chairman of the International Court of Ardtion of
the International Chamber of Commerce. The thikiteator may be (but need not be) of the same naliity
as any of the parties to the arbitration. The plEcarbitration shall be New York, New York. Theauage to
be used in the arbitration proceedings shall bdigmgAny arbitral tribunal constituted under tiiaragraph
shall make its decisions entirely on the basithefdubstantive law of the State of New York.

The decision of any arbitral tribunal shall be fita the fullest extent permitted by law, and a rtou
judgment may be entered thereon by any Salvadavart tawfully entitled to enter such judgment. Inya
arbitration or related legal proceedings for thavesion of an arbitral award into a judgment, epublic
will not raise any defense that it could not raise for the fact that it is a sovereign state. Republic has
not consented to the jurisdiction of any court m&<$l Salvador in connection with actions arismg of or
based on the Notes or in connection with the eefoent of any judgment arising out of such actios,has
the Republic appointed an agent for service of ggsmutside El Salvador. The Republic waivesfanym
non conveniendefense in any proceeding in El Salvador.

No arbitration proceedings hereunder shall be bipdipon or in any way affect the right or interekt
any person other than the claimant or respondehtrespect to such arbitration.

The Republic’'s consent to arbitration shall notcphrde a holder of any Note from instituting legal
proceedings against the Republic in the courtd &aiador.

The Republic has represented that it has no ragimhinunity on the grounds of sovereignty or otheeyifrom the execution of
any judgment in El Salvador, or from the executiorenforcement in El Salvador of any arbitral awgxicept, in each case, for
the limitation on alienation of public property) iespect of any proceeding or any other matteingrieut of or relating to its
obligations contained in the Notes. The enforcenbgraa Salvadoran court of a foreign arbitral awiardubject to recognition by
the Corte Suprema de Justicighe “Supreme Court”) of the Republic, which wilaognize such award if all of the required
formalities are observed and the award does ndragene Salvadoran national sovereignty, consitati rights, public policy
and “good morals.” Under the laws of the Repulgighlic propertybienes de uso publicof the Republic located in El Salvador
is not subject to execution or attachment, eithi@rpo or after judgment. The execution of a judgragainst the Republic in El
Salvador is only available in accordance with thecpdures set forth in Articles 450 et seq. of $advadoran Civil Procedure
Code of 1882, as amended, for any execution ofmueld commencing on or before December 31, 2009jraadcordance with
procedures set forth in Articles 590 et seq. ofSab/adoran Civil and Business Procedure Codegteatpected to enter into force
on January 1, 2010 if no further amendment is mémteany execution of judgment commencing on oerathat date. Both
proceedings require registration of the judgmentifeiusion in the budget for payment in a subsetiscal year of the
Republic.



EXCHANGE RATE INFORMATION

On November 30, 2000, the Legislative Assembly appd thelLey de Integracion Monetarigthe “Monetary Integration
Act”), which fixed thecol6nto the US dollar at ¢8.75 to US$1.00, effectiveudan 1, 2001. Since January 1, 2001,c¢bnUS
dollar exchange rate has been fixed at ¢8.75/U8%dudsuant to the Monetary Integration Act. The lgtany Integration Act

allows free circulation of the US dollar in the @&doran economy and makes the US dollar the uracobunt for the financial
system in El Salvador.

Currency conversions contained in this OfferingcGliar should not be construed as representati@istfoneshave been,
could have been or could be converted into US doliathe indicated or any other rate of exchange.



OFFERING CIRCULAR SUMMARY

The following summary does not purport to be coreplend is qualified in its entirety by, and is ®dbjto, the detailed
information appearing elsewhere in this OfferingcGlar.

The Republic of El Salvador

General

El Salvador is a republic and its form of governiisna representative democracy. In March 2009, idauFunes of the
Frente Farabundo Marti para la Liberacion Nacion@he “FMLN") party was elected president of the Bblic. His election
marked the first time that a representative of BMLN was elected president after four consecutieens in which the
representatives of th&lianza Republicana NacionalistBARENA") party had been elected to serve as prasidHe took office
on June 1, 2009, succeeding Elias Antonio Saca &enzwvho had been elected in 2004.

El Salvador is geographically the smallest and #i®omost densely populated of the five Central Aca@ countries. It is
bounded on the south by the Pacific Ocean, ondhwest by Guatemala and on the northeast andgasdbnduras.

In 2008, El Salvador had a nominal gross domestidyct (“GDP”) of approximately US$22.1 billion, ancrease from
US$20.4 billion in 2007. Real GDP grew at a rdt2.6% in 2008, compared to 4.7% in 2007, reflegtine negative effects of
the slowdown of the global economy as well a red¢ogt oil prices. For the six months ended June2B09, real GDP declined
2.1%, compared to a 3.1% increase registered dtinegame period in 2008, reflecting the continuiegative impacts of the
global economic crisis.

According to the United Nations Human Developmeap®&t 2009, El Salvador’s per capita GDP based0fiY Zigures and
adjusted for purchasing power parity was US$5,804.

Economy

Since 1989, successive governments have implemensedies of measures designed to strengthen itretepsector and to
minimize the government’s role in the economy. 8ahthe measures implemented by the governmehidec

» Adopting the Monetary Integration Act, which wentad effect on January 1, 2001, fixing tbelénto the US dollar at
¢8.75 to US$1.00 and allowing free circulationfed US dollar in the Salvadoran economy and makieddS dollar the
unit of account for El Salvador’s financial sectdhese reforms were intended to stabilize permanéme value of the
colén against the US dollar, reduce interest rates, aserethe local savings rate, control inflation, emage foreign
investment, and simplify the management of the eson The fixed exchange rate replaced the fredifigaexchange
rate that had been in place since 1989. The CeBaak is not permitted to be a funding source foe tentral
government. The power of the Central Bank to issesw colonesor coins ceased as of January 1, 2001. All deposit
loans, pensions and other operations of the fimdhsgstem were redenominated to US dollars ondatg. Non-financial
firms may use eitherolonesor US dollars to express their financial recordd ancounting. Salaries and wages may bd
denominated in eitheolonesor US dollars and prices can be specifiedalonesor US dollars.

« Encouraging the establishment of free trade zomesliminating certain tariffs and adopting lawsoaling unrestricted
repatriation of earnings by foreign companies whileviding for rebates of duties on certain exporddl these measures
were intended to stimulate the manufacturing seq@oncipally by maquila plants, which are exempt from import and
export duties and enjoy certain income tax exemgtio

* Implementing the initiatives of th&#ercado Comun Centroamericar(the “Central American Common Market” or
“CACM"), qualifying for enhanced, preferential asseto the United States market under the CaribBeam Initiative
(the “CBI") and reaching free trade agreements W#xico, Chile, the Dominican Republic, Panamawgai, Colombia
and the United States. El Salvador also enteredtim U.S.-Dominican Republic-Central America Ffeade Agreement
(the “DR-CAFTA") with the United States, the fiveember countries of the Central America Economi@drdtion
System and the Dominican Republic.

e Modernizing the banking sector in El Salvador thlylouhe privatization of commercial banks and theérsgs and loan
associations in order to promote competition arddévelopment of a stronger financial system. Thegment created
the Superintendencia del Sistema Financi¢tioe “Superintendency of the Financial System”yégulate the banking
industry and enacted legislation to further its emoization efforts in the banking sector.




« Reforming the pension system with the creation ofea system pursuant to which a substantial portibthe public
“pay-as-you-go” pension system was replaced byizafgr system based on individual contributions. émthe new
system, participating workers make monthly contiitms to private pension funds that invest in péedi Salvadoran
securities. Subsequent reforms to the pension myst& reduced the government’s obligations by atthw the
government to make certain payments pursuant t®-gedr annuity rather than in one lump sum and iefited
employees’ option to retire after 30 years of dbuotions to the system regardless of age. Subsegaéorms further
reduced the burden by substituting the 15-year ignmith 25-year pension investment certificatesrraire favorable
interest rates. At December 31, 2008, over l.8anilSalvadoran workers, or 72.8% of the Salvadosamkforce in
2008, were affiliated with the private system an8$4.6 billion in assets, equivalent to 20.6% of 2@@minal GDP,
were managed by the system’s private pension famdirastrators. See “The Salvadoran Economy — Emmpkmyt and
Wages — Pension Reform” and “The Salvadoran EconenBublic Debt — Internal Debt.”

* Implementing a series of tax reforms, including theoduction of the value added tax in 1992 and $ubsequent
increase in the value added tax rate from 10.0%3t0% in 1995. A second tax reform was implememe2D04 aimed at
closing loopholes, strengthening tax and customsirdtration, increasing the penalties under tixectade for violations
of the value added tax and income tax provisionselbas the applicable penalties under the PendeGnd Civil Code,
and introducing penalties for customs violatioAs. a result of these reforms, the tax to GDP rattoeased from 9.5% of
GDP in 1991 to 14.0% GDP in 2008.

< Continuing to modernize its public sector instibas by reducing the size of the central governrttewiugh a decrease in
the number of employees and combining ministrigse §overnment amended they del Servicio Civithe “Civil
Service Law”), which established a more flexibldle sector employment policy and reduced the govemt’s payroll.
The amendments also provided public employees thighright to organize, the right to strike and tight to seek
collective bargaining over wages, benefits, and kimgr conditions. These last amendments were apgrdye the
Legislative Assembly in September 2006 and entendal force in June 2009 after ratification of a stiutional
amendment recognizing public workers’ right to ariga and the right to strike under certain circianses. During 2003
and again in 2009, the government implemented messlesigned to reduce government expendituresifisidies in the
areas of electricity and water consumption andipukdnsportation and focus subsidies on thoseoseof the population
most in need of such assistance.

e Promoting tourism through, among other things, #ngdaws and regulations designed to foster theeld@ment of the
tourism sector, including the use of the proceeds fspecial contribution levies on lodging and aitlepartures toward
developing the sector. See “The Salvadoran EconenBromotion of Tourism.”

» Investing in infrastructure projects, which incluthe construction of a major port facility at Laim, the construction
and expansion of the thermal power plant in Atéogédnerate an additional 50.0 MW, the constructiba 66.1 MW
hydroelectric plant known as “El Chaparral” andighlway in the northern region of the country thall wonnect the
eastern region with the western region of the RepuBee “The Salvadoran Economy — Infrastructuneestment.”

* Implementing a comprehensive education plan, kn@srPlan Nacional de Educacién 202¢the “2021 National
Education Plan”), which includes improving schoatifities, providing greater access to computexs the Internet and
establishing technological institutes, as wellraplementing a program, known BsogramaRed Solidaria(lnow known
as theComunidades Solidarias Ruralethe “Mutual Aid Communities”), that provided mdagy assistance to rural
families that enroll their children in school, angoother things. See “The Salvadoran Economy — Bihrcdnitiatives
(Plan Nacional de Educacion 20p1

Current Economic Initiatives

The Funes administration has begun to implemertiassof new measures to continue strengtheninGatheadoran economy
in light of the recent global economic crisis. an effort to counteract the effects of the recdob@ economic crisis, President
Funes and his administration implemented Ren Global Anti-Crisis(“Global Anti-Crisis Plan”). The Global Anti-Ciigs Plan
seeks to inject approximately US$575 million ink@ teconomy over the course of 18 months, which beagxtended to a 30
month period. This plan seeks to: (1) stimulatehtional economy with special focus on strategittors such as construction
and agriculture; (2) provide unemployment compeasab citizens who have lost their jobs while la same time reducing the
level of unemployment by creating new position&@&y economic sectors to compensate for job logséseimaquilasector; (3)
assist in the budgetary needs of families with ioeomes or who have lost their primary source abine as a result of the crisis
by establishing a universal social protection systelrhe assistance includes free health coveragsXanonths under the social
security system and providing free uniforms andothaterials for students in grades 1 throughtB®fublic school system; and




(4) establish the basis to build national policies economic and social development and maintaicrogconomic stability,

including fiscal reforms to strengthen public fisas. On November 12, 2009, the Legislative Assgrapproved a US$300
million bond issuance and reallocated US$150 nmilldd funds that were originally allocated to fure tGlobal Anti-Crisis Plan

to begin the rebuilding of basic infrastructureareas damaged by Hurricane Ida. Of the US$300omitpproved, US$150
million will be used to replenish the funds of tBéobal Economic Anti-Crisis Plan that are beingdise pay for the damage
caused by Hurricane Ida. The remaining US$150 onillvill be directed towards the Global Anti-Crigitan, as budgeted for in
the 2010 Budget. See “The Salvadoran Economy —elpahReforms from 1989 to Present — Effects ofdrefs.”

Economic Performance

El Salvador’s real GDP increased at an averageamate of 3.3% from 2004 to 2008, compared to\@rage annual rate of
growth of 2.4% between 1999 and 2003, primarilaaonsequence of a growth in private consumptianofASeptember 2009,
12-month inflation registered a decrease of (1.3)%.

Worker remittances from Salvadorans abroad andoagtcapital account resulted in the steady groeftforeign currency
reserves at the Central Bank from 1992 through 198&mittances are an important source of incometife Salvadoran
economy, representing 17.1% of GDP in 2008. Nrivational reserves declined, as the Central Baokided commercial
banks with US dollars in connection with the imptatation of the Monetary Integration Act. Net im@&tional reserves rose
thereafter, reaching US$1,888.3 million at Decentbkr 2004 and US$2,540.9 million by December 3108@or the nine
months ended September 30, 2009, remittances decrdy approximately 10.3% as compared to the gammed in 2008. See
“Foreign Trade and Balance of Payments — ForeigmeDgy Reserves.”

The Republic’s ratio of public external debt to GI¥hich was 39.3% in 1992, decreased to 36.3% 0% 20hd subsequently
decreased to 31.2% in 2008 primarily due to a rédonof the external debt of the non-financial patdector. The public debt
decreased in part due to the payment of US$15@mith bonds that matured in 2006 and US$50 milimbonds that matured in
2007, as well as the amortization of external @élthe Central Bank, reflecting a conservative itéddness policy.

The ratio of total public sector debt increasedrnfré2.3% of GDP at December 31, 2007 to 43.7% of @DBecember 31,
2008. The increase is mainly due to the disbure€meUS$200 million, equivalent to 0.9% of GDP,lo&ns from the Inter-
American Development Bank (“IADB”) which were defies at the end of December 2008. During the fight months of
2009, public sector debt increased to 47.3% of GOt increase reflects the disbursement of US$2libmfrom the World
Bank and the issuance of short-term debt instruspémiown as LETES, to finance a budget gap caugédwer than budgeted
tax collections.

In recent yeargnaquila(assembly for re-export) has been an importanvigctivithin the economy, contributing an average
of 11.6% of total production in the manufacturiregt®r in real terms from 2004 to 2008. Accordingtte Ministry of Economy,
as of September 30, 2009, there were 2BRuilaplants and trading companies, 135 of which wecatied in free trade zones,
with the remaining 123 operating outside the gegolgiaboundaries of the free trade zones protecyetthd free trade zone law.
Over half of themaquilaplants established in the free trade zones prodpparel and linens, mainly for export to the Udite
States. Since 2004, the manufacturing sector haerged an annual average of 20.9% of El Salvadooi®inal GDP.
Manufacturing activity increased at an average ahmate of 2.4% in real terms from 2004 to 2008ronfr 2004 to 2006
manufacturing was affected by the weakness ofnthguila industry partially explained by the end of textijaotas in 2005,
which intensified the competition from China antdeatAsian countries. In 2007, the manufacturingaegrew 3.7% but slowed
to 2.7% in 2008. Maquila activity has been the most important area in tlaufacturing sectoMaquila production declined
7.0% in 2005 and 2.0% in 2006. After experiencimgozgrowth in 2007maquila production grew by 5.1% in 2008. As of
September 30, 2009, the valuens&quila exports decreased by 23.3% compared to the sariuel fpe the previous year mainly
due to the decrease in external demand resultomg the global economic crisis. See “The Salvaddaanomy —Principal
Sectors of the Economy — Manufacturing.”

Traditionally, coffee has been the main agricultypeoduct of the Republic and an important companginthe overall
Salvadoran economy. As the economy has increasiogfye to rely on the manufacturing sector, paridulmaquila, the
importance of coffee to the economy has declinedfe€ accounted for 1.5% of real GDP and 11.2%goicaltural production in
2008 compared to 3.8% of real GDP and 25.5% oftalgural production in 1993. Coffee is neverthelaasmportant source of
employment in El Salvador, generating approxima®y000 jobs during the 2008/2009 harvest, whick %8% of employment
nationwide in 2008. Coffee is also an importantrsewof foreign currency. In 2008, coffee accourfted.7% of total Salvadoran
exports of goods.




On November 15, 2009, Moody's Investors Service mraded the Republic’s long-term government bortthga from
“Baa3” to “Bal”, one level below investment gradath a “negative outlook”. Currently, the Repubfidong-term issuer default
rating by Fitch Ratings is “BB” and its foreign ceincy issuer credit rating by Standard & Poor*BB”.

Obligations rated “Ba” for Moody’s are judged tovhaspeculative elements and are subject to sukstaradit risk. Moody’'s
appends numerical modifiers 1, 2 and 3 to eachrgerating classification. The modifier 1 indicata high-range ranking in the
Ba generic rating classification. A Standard & P®OBB” rating indicates that an obligor is lesslnerable in the near term than
other lower-rated obligors although it faces majogoing uncertainties and exposure to adverse éssirinancial, or economic
conditions which could lead to the obligor’s inadatg capacity to meet its financial commitmentsie Tatings from “AA” to
“CCC” for Standard & Poor’'s may be modified by #dition of a plus “+” or minus “-” sign to showlative standing within the
major rating categories. A Standard & Poor’s @tiutlook assesses the potential direction of g-tenm credit rating over the
intermediate term (typically six months to two y&ar A “positive” outlook means that a rating mag faised and a “stable”
outlook means that a rating is not likely to chang& Fitch “BB” rating indicates that there is agsibility of credit risk
developing, particularly as the result of adversenemic change over time; however, business onfi@ alternatives may be
available to allow financial commitments to be m&he modifiers “+” or “-” may be appended to adhitrating to denote relative
status within major rating categories.

Ratings are not a recommendation to purchase, drokkll securities and may be changed, suspendedtimdrawn at any
time. The Republic’'s current ratings and the ratinglooks currently assigned to the Republic arpeddent upon economic
conditions and other factors affecting credit tis&t are outside the control of the Republic. Adyaase change in the Republic’s
credit ratings could adversely affect the tradimigeofor the Notes. Each rating should be evaluaddpendently of the others.
Detailed explanations of the ratings may be obthinem the rating agencies.




The Econom

NOMINAI GDFP)......ooovveeecesiee s mmmese s snens

Real GDP (in millions of US dollar$)?..
Real GDP growtfY®
Annual inflatiorf®......
Unemployment

Balance of Payments
Exports (FOB goods and services)
Imports (FOB goods and services)

Trade and services balance

Current account surplus (deficit) of the balancpayments.
As % of GDP)

Net international reserves

Non-Financial Public Sector
Total revenues
Total expenditures...................
Primary balance surplus (deficit)
As % of GDP......cccoovevrvenenen.
Surplus (deficitf
As % of GDP

Public Sector Debf”

Total public debt...........cceennee.
Internal debt
External debt

Total public debt (as % of GDP)....

Public internal debt (as % of GOP)...

Public external debt (as % of GI®)..........ccccocvervvrrererrennen.
External debt service (as % of exports of goodssamdicesf®................

1)
(2)
©)

)
©)
(6)

At constant 1990 prices.
Preliminary figures for 2005 to 2008.

Census.

Including foreign aid.
Including debt of the Central Bank.

SourceBanco Central de Reserva de El Salvador.

Selected Economic Indicators

For the Year Ended December 31,

2004 2005 2006 2007 2008
(in millions of US dollars, except percentages anathere noted)
....................... $ ,198 $ 17,070 $ 18,654 $ 20,373 $ 22,115
$ 8,168 $ 8,420 $ 8,772 $ 9,180 $ 9414
1.9% 3.1% 4.2% 4.7% 2.5%
5.4% 4.3% 4.9% 4.9% 5.5%
................... 6.8% 7.2% 6.6% 6.3% 5.9%
$ a4 $ 43923 $ 4,773.5 $ 5,168.8 $ 5,651.7
702 7,458.5 8,497.9 9,563.9 10,629.4
.................... (2,739.0) (3,066.2) (3,724.3) (4,395.1) ,974.6)
(641.9) (610.2) (783.2) (1,221.3) (1,681.9)
1 (3.6) (4.2) (6.0) (7.6)
................... $ 18883 $ 1,8294 $ 1,907.2 $ 2,197.5 $ 412%
$ 2,676.6 $ 28840 $ 3,285.3 $ 3,640.3% 3,935.8
2,779.3 3,065.0 3,482.5 3,716.1 429
....... 231.7 208.7 257.6 431.5 156.9
1.5% 1.2% 1.4% 2.1% 0.7%
...... $ (1p. $ (180.7) $ (197.2) $ (75.8) % (362.8)
0.7)% (1.1)% 1.1)% (0.4)% (1.8)%
................... $ 72721 $ 76650 $ 83327 $ 8,604.6% 9,669.6
1,531.5 1,470.7 1,680.3 2,153.6 7629
5,740.6 6,194.3 6,652.4 6,451.0 04,9
....... 46.0% 44.9% 44.7% 42.2% 43.7%
9.7% 8.6% 9.0% 10.6% 12.5%
36.3% 36.3% 35.7% 31.7% 31.2%
11.6% 12.4% 6.2 13.2% 11.5%

As measured by the variation in finelice de Precios al Consumid¢E€onsumer Price Index or the “CPI") published by National Bureau of Statistics and

Exports (FOB goods and services). Calculatioeschot include Central Bank debt service.
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The Republic of El Salvador.
US$800,000,000 aggregate principal amount.

100% of the principal amount of the Notes, plugaed interest, if any,
from December 1, 2009.

December 1, 2009.
December 1, 2019.

The Notes will bear interest from December 1, 280the rate of 7.375%
per annum payable semi-annually in arrears on Jwarel December 1 of
each year, commencing on June 1, 2010.

Principal of and interest on the Notes are paybblthe Republic without
withholding or deduction for or on account of taxeposed by El Salvado
to the extent described herein. In the event timRepublic is required by
law to deduct or withhold taxes, duties, assesssmangovernmental
charges, the Republic will pay Additional Amouras @efined herein) as
necessary to enable holders of Notes to receive amounts after such
deduction or withholding as they would have recéigbsent such deductign
or withholding, subject to certain exceptions. Seerms and Conditions of
the Notes — Payment of Additional Amounts.”

The Notes will be direct, general, unsecured armbaditional obligations
of the Republic. The Notes will at all times rargually without any
preference among themselves and at least equadllyalviother present and
future unsecured and unsubordinated Public Exténdabtedness of the
Republic. See “Terms and Conditions of the Note&eneral,” “—
Negative Pledge” and “— Covenants.”

The Terms and Conditions of the Notes contain tedavenants and
restrictions on the creation or subsistence of2eqgurity (as defined hereir
securing Public External Indebtedness, with ceraireptions. See “Termg
and Conditions of the Notes — Negative Pledge” ‘ardCovenants.”

~

Out of the total US$800,000,000 million of Notesnlgeoffered,
US$400,000,000 million aggregate principal amodnhe Notes has been
sold by the Republic pursuant to separate Spaaigfuge documents in
the Republic of El Salvador to investors who delisfeort-term debt
instruments known as LETES (“LETES”) in payment$och Notes.

Net proceeds from the issuance and sale of thesNuatebe used by the
Republic to refinance LETES.

The Notes will contain provisions, commonly knows“aollective action
clauses,” regarding acceleration and voting onrefuaimendments,
modifications and waivers that differ from thos@lgable to the Republic’
outstanding Public External Indebtedness. Undesetipeovisions, which ar,
described in the sections entitled “Terms and Qo of the Notes —
Events of Default” and “— Modifications, Amendmeiatsd Waivers,” the
Republic may amend the payment provisions of theedland certain other
terms with the consent of the holders of 75% ofafgregate amount of th
outstanding Notes.

OB
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The Notes will be issued in the form of global rsobéthout coupons,
registered in the name of a nominee of The Depgsitaust Company and
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FUIher ISSUBS ........uiiiiieee e

LISTING «eeieieireeee ettt

GOVErNING LAW ....oeviiiiiiiiee et
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Fiscal Agent, Principal Paying Agent, Registrar and
Transfer AQENt ........oocvveiiiiiieiie e

Luxembourg Transfer and Paying Agent................

its direct and indirect participants, including Bdiear and Clearstream,
Luxembourg.

Each Note will be issued in minimum denominatioht/8$100,000 and
integral multiples of US$1,000 in excess thereof.

The Republic may, without the consent of the haldsthe Notes, create
and issue additional notes having the same rardddghe same interest
rate, maturity and other terms as the Notes (os#mee except for the
amount of the first interest payment and the igsiee), so that such furthe
notes may be consolidated and form a single setteshe Notes, provided
that such additional notes do not have, for purpa$d).S. federal income

taxation (regardless of whether any holders of swaths are subject to U.§.

federal laws), a greater amount of original issigealint than the Notes
have as of the date of issuance of such additiootals.

Application has been made to list the Notes orLtheembourg Stock
Exchange and to have the Notes admitted to traatinthe Euro MTF
Market. Application will be made to list the Notes theBolsa de Valores
de El Salvado(the “El Salvador Stock Exchange”).

The Notes shall be governed by, and construeddardance with, the lawg
of the State of New York, United States of Ameriescept that all matters
concerning authorization and execution by the Repuds well as the
bringing of any actions and the enforcement of jadgment against the
Republic in the courts of the Republic will be goved by the laws of the
Republic.

Any dispute, controversy or claim arising out ofrelating to the Notes,
including the performance, interpretation, condta; breach, termination
or invalidity thereof, will be finally settled bylaitration in New York, New
York, in accordance with the UNCITRAL ArbitrationuRes. Any arbitral
tribunal constituted under the terms of the Notékhe required to make itg
decisions entirely on the basis of the substaréiweof the State of New
York as provided above.

The Republic’s consent to arbitration will not drete a holder of any Notg
from instituting legal proceedings against the Radigun the courts of El
Salvador. The Republic has represented that inbagght to immunity on
the grounds of sovereignty or otherwise from thecetion of any judgmen
in El Salvador, or from the execution or enforcetrprkl Salvador of any
arbitral award in El Salvador (except for the liatibn on alienation of
public property). The enforcement by a Salvado@urtcof a foreign arbitra
award is subject to recognition by the Supreme Cafudustice of the
Republic and the execution of any judgment agdiesRepublic in El
Salvador is only available in accordance with thecpdures set forth in
Article 450et seq of the Salvadoran Civil Procedure Code of 1882, a
amended, for any execution of judgment commencingrdefore
December 31, 2009, and in accordance with procedigeforth in Articles
590 et seq. of the Salvadoran Civil and Businessdtture Code that is
expected to enter into force on January 1, 20100 flurther amendment is
made, for any execution of judgment commencing roafter that date. Bot
proceedings require registration of the judgmentrfolusion in the budget
for payment in a subsequent fiscal year of the Biqu

The Bank of New York Mellon.

The Bank of New York Mellon (Luxembourg) S.A.

=)




RISK FACTORS

This section describes certain risks associatet imi¢esting in the Notes. You should consult ymanfcial and legal advisors
about the risk of investing in the Notes. El Sabratisclaims any responsibility for advising youtbese matters.

Risk Factors Relating to the Notes
The price at which the Notes will trade in the setary market is uncertain.

El Salvador has been advised by the Joint Lead jsahat they intend to make a market in the Notesare not obligated
to do so and may discontinue market making at &ng without notice. Application has been made $b the Notes on the
Luxembourg Stock Exchange and to have the Notestidhto trading on the Euro MTF Market. No assgeanan be given as to
the liquidity of the trading market for the Not&$e price at which the Notes will trade in the setary market is uncertain.

The Notes will contain provisions that permit EnN&aor to amend the payment terms without the aarsfeall holders.

The Notes will contain provisions, commonly knowa“aollective action clauses,” regarding acceleratind voting on future
amendments, modifications and waivers that diffemf those applicable to certain of the Republi€bBalvador's outstanding
Public External Indebtedness (as defined herdilyder these provisions, which are described irst#ations entitled “Terms and
Conditions of the Notes — Events of Default” and ‘Medifications, Amendments and Waivers,” the Reubf El Salvador
may amend the payment provisions of the Notes angin other terms with the consent of the holadrg5% of the aggregate
amount of the outstanding Notes.

Risk Factors Relating to El Salvador
El Salvador is a foreign sovereign state and acaly it may be difficult to obtain or enforce jutdgnts against it.

El Salvador is a foreign sovereign state. As altegtumay be difficult or impossible for investots obtain or enforce
judgments against El Salvador whether in an invesstwn jurisdiction or elsewhere. See “Arbitratiand Enforceability.”

Certain economic risks are inherent in any investnie an emerging market country such as El Salvado

Investing in an emerging market country such aSdtvador carries economic risks. These risks ircludny different factors
that may affect El Salvador's economic resultsluding the following:

e interest rates in the United States and financekets outside El Salvador;

e changes in economic or tax policies;

e the imposition of trade barriers;

¢ general economic and business conditions in Elg8iaivand the global economy;
¢ the ability of El Salvador to effect key econometarms;

the impact of hostilities or political unrest inhet countries that may affect international tractenmodity prices ar
the global economy; and

¢ the decisions of international financial institutsoregarding the terms of their financial assistaiocEl Salvador.

Any of these factors, as well as volatility in tmarkets for securities similar to the Notes, mayeaskely affect the liquidity of,
and trading markets for, the Notes. See “Forwaakilog Statements” in this offering memorandum.

El Salvador’'s economy remains vulnerable to extiestmcks, including the current global economicsiriand those that
could be caused by future significant economigatifies of its major regional trading partners by more general “contagion”
effects, which could have a material adverse effadtl Salvador’'s economic growth and its abiliyservice its public debt.

Emerging-market investment generally poses a gredggree of risk than investment in more matureketaeconomies
because the economies in the developing world amre susceptible to destabilization resulting froomeéstic and international
developments.



A significant decline in the economic growth of aof EI Salvador's major trading partners could adety affect El
Salvador’s economic growth. In addition, becauserirational investors’ reactions to the events oaog in one emerging market
country sometimes appear to demonstrate a “contagifect, in which an entire region or class ofestment is disfavored by
international investors, El Salvador could be agelraffected by negative economic or financialedepments in other emerging
market countries.

There can be no assurance that any crises suttoses described above or similar events will notatiggly affect investor
confidence in emerging markets or the economidbeprincipal countries in Latin America, includifd) Salvador. In addition,
there can be no assurance that these events withcheersely affect El Salvador's economy, its &pito raise capital in the
external debt markets in the future or its abil@yservice its public debt.



USE OF PROCEEDS

The net cash proceeds from the issuance and sdie dfotes (excluding the value of any LETES reegilsy the Republic in
exchange for Notes as described above under “Theri@d — Salvadoran Offering”) will be approximatelS$398,630,000
after deduction of the commissions payable by tepuRlic to the Joint Lead Managers and the netresqm payable by the
Republic. The net proceeds from the issuance aledo$ the Notes will be used by the Republic fonemce LETES.
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THE REPUBLIC OF EL SALVADOR
Territory, Population and Society

El Salvador is geographically the smallest as asllthe most densely populated of the five CentrakeAcan countries,
encompassing 8,124 square miles (21,041 squanmédérs). El Salvador is bounded on the south byrgil€s of Pacific Ocean
coastline, on the northwest by Guatemala and ondhtheast and east by Honduras. In the northSikiea Madre mountains rise
to over 9,000 feet above sea level. Two major garkes struck El Salvador in January and Febru@®i.2Throughout the
country, there are 25 volcanoes, most of which damemant. The most recent major volcanic eruptiors \wa1946. A minor
volcanic eruption occurred in 2005.

El Salvador enjoys two seasons, rainy and dry. raiey season lasts from early May through Octotmbile the dry season
lasts from November through April. Hurricanes im tAtlantic Ocean can exacerbate the rainy seas& Salvador. In 2005,
Hurricane Stan produced floods and mudslides iSd&Vador that required the central government ke tmergency measures
and provide temporary shelter to the affected patmr. On November 6, 2009, Hurricane Ida produnedslides, flooding and
wind damage in thirteen provinces in El Salvaddme government’s initial estimate of the cost ofamstruction from the
destruction caused by Hurricane Ida is approximat&$150 million.

In September 1992, the International Court of destiesolved a border dispute between El SalvaddrHonduras and
awarded most of the disputed territories to Honslufidne border demarcation process, in which bottigsawere involved in
accordance with the decision of the Internationali€ of Justice, was completed in 2008. The govemtsiof Honduras and El
Salvador are in the final stage of the processchvis the approval of definitive maps of each count

El Salvador’s population is currently estimatedsa million people by th®ireccion General de Estadistica y Cengtige
“National Bureau of Statistics and Census”), agion of the Ministry of Economy. As of Septemb&; 2007, approximately
62.7% of the population resided in urban areas3h8% resided in rural areas. In addition, more tbae million Salvadorans
are believed to be living and working outside oé ttountry, principally in the United States. Salwahs abroad make a
significant contribution to the Republic’s econothyough remittances to their families in El Salvadover 86.3% of the current
population ismestizo(of mixed European and Indian descent). Accordmghe National Bureau of Statistics Census 200@, Sa
Salvador, the capital and country’'s largest citgd ke population of approximately 316,000 in 200d #me average annual
population growth rate for the Republic is projecte be approximately 0.4% for the period betwe@®d52and 2010. Most of the
population is Roman Catholic.

The following table sets forth information on pepita gross domestic product, average life expegtaadult literacy rates
and enrollment ratio-education in certain countries

Selected Comparative Social Statistics

El Salvador Nicaragua Honduras Guatemala Costa Rica Panama United States
Per Capita GDP............... . $ 5804 $ 2570 $ 3,796 $ 4,562 $ 10,842 $ 11,391 $ 45,592
Average life expectan&y.... 71.3 72.7 72.0 70.1 78.7 75.5 79.1
Adult literacy raté) ................. 82.0% 78.0% 83.6% 3.2%6 95.9% 93.4% 99.0%
Enrollment ratio-educatidii................. 74.0 72.1 74.8 70.5 73.0 79.7 492.

(1) Per Capita Gross Domestic Product. In doll&ased on 2007 figures, adjusted for purchasingepgarity.
(2) Inyears, at 2007.

(3) From censuses or surveys conducted betweenr2®¥R

(4) Combined primary, secondary and tertiary geog®liment ratio in education, at 2007.

SourceHuman Development Report 2009, United Nations.
Historical Background

Prior to the Spanish conquest in the early 16thurgnvarious Indian tribes occupied the area thatow El Salvador. The
Spanish conquest began in 1524 with the arrivalnoéxpedition from Guatemala led by Pedro de Abdar@d Spanish settlement
was permanently established in San Salvador in &b@8became the agricultural center of the CapyaBeneral of Guatemala.
Under the Spanish government, the area becameter denthe production of several commercial cropsuding cocoa, indigo
and balsam wood.
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Following independence from Spain in 1821, El Sabrabecame a member of the Central American Feaderavhich was
dissolved in 1838 after a military coup in Honduraereafter, as an independent republic, El Salvatbwly shifted its
economy from its earlier dependence on indigo, acmal balsam wood to one based on coffee.

During the end of the nineteenth and the first tpraof the twentieth century, coffee cultivation ertensive plantations
contributed to the establishment of a wealthy lanhdihg minority. Social tensions came to a head982, when an uprising of
the landless peasantry led by the then recenttpyddrCommunist Party was quashed by General MaginulHernandez after the
loss of 30,000 lives. From 1932 to 1979, El Salvadias governed by a succession of military leaders.

On October 15, 1979, a revolutionguyta composed of civilians and members of the militasguaned control of the country.
Early in 1980, thePartido Demdcrata Cristiangthe “PDC”) joined thgunta and imposed a program of economic reforms that
included the nationalization of the banking systegrarian reform aimed at the re-distribution efdawnership and the granting
of exclusive monopolies to state-owned entities tfog international sale of coffee and sugar. In2198 popularly elected
Constitutional Assembly began drafting a new coutstin that became effective in 1983 and that, withendments, is still in
force. In 1984, in the first presidential electionder the new Constitution, the PDC leader, Joggoldan Duarte, was elected
president.

During this time, several guerrilla organizatiomsfied to form the FMLN. From 1980 until the sigginf the Peace Accord in
1992, the Republic faced internal political anditail conflicts which caused the loss of approxieha75,000 lives, triggered
extensive emigration, displaced hundreds of thalsaf persons within the country and caused widsgpidestruction to the
country’s infrastructure and economy.

Former President Duarte was replaced in the 19&8igential election by Alfredo Cristiani of ARENAhe Cristiani
administration implemented a number of changesgdesi to reinvigorate the economy. The benefitshe¢ measures were
evidenced by real GDP growth of 4.8% and 3.6% i801&8nd 1991, respectively, as compared to decremsamimal growth in
the period from 1985 through 1989. Nonetheless,réda benefits for the economy were limited duehe ongoing military
conflict.

On January 16, 1992, after 12 years of conflia, gdbvernment and the FMLN signed the Peace AceoMexico City. The
Peace Accord: (i) established the specific requers for ending the armed conflict; (i) addressedain root causes of the
conflict by instituting commitments from the pagié follow democratic principles; and (iii) placegecific emphasis on the
process of reconstruction as part of the economicsacial development of the Republic. Since tyaisg of the Peace Accord,
the Republic has implemented constitutional refoemavell as a series of initiatives designed tarute social, economic and
democratic reforms establishing a lasting foundafar peace. In December 1996, as a result ofrtideimentation of many of
these initiatives, the General Assembly of the &thiNations adopted a resolution to withdraw itssite-observers and continue
the United Nations verification responsibilitiesdahigh periodic visits. The General Assembly noted tommitment of the
Republic and other parties to the full implememtatof the Peace Accord. On January 6, 2003, theedMations declared that
the objectives of the Peace Accord had been coethlétus ending the United Nations peace verificgpirocess.

The principal programs established pursuant td’rece Accord were intended to meet the followirggo

e Economic and social reintegration of former gudasl and military personnel into the economy andietgc The
immediate aim of the reintegration projects wasggémerate employment and income for the former ceanibs and
military personnel. The projects included a progtantransfer title to rural land to certain benigfites, United Nations
agricultural training programs, agricultural creditcess programs through tiBanco de Fomento Agropecuario,
vocational training and scholarship programs, aadh [programs for the establishment of small busiaesl scholarships.

* Building public confidence in the governmeFirough electoral reforms and voter identificateord registration, changes
in the judiciary including the evaluation and tiagn of judges, the replacement of internal militaolice with a trained
national civilian police force and the establishineha human rights commission, the governmentdwaght to restore
and build confidence in the government.

e Assistance to rural communities significantly aféelc by the conflict The Republic provided assistance to rural
communities in the short-term through basic mumicigervices, food and housing and in the mediung- lang-term
through the promotion of production, infrastructamed capital investment projects in education, theanvironmental
protection, economic and social infrastructure amohicipal development.
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The aggregate cost of implementing these progrante 4992 was approximately US$2.6 billion. In diddi, the Republic
benefited from the voluntary write-off by the UrdtStates of a portion of its external debt in 1888 from the restructuring of
the terms of much of its other external debt tafice the costs of such programs. See “Public D&be’Republic believes that it
has already incurred the costs of implementingptiograms established pursuant to the Peace Accord.

Since the signing of the Peace Accord, the Reptialicundertaken a number of economic, social, monand fiscal reforms
designed to create stability and growth in the eocon For a discussion of these reforms, see “THeaSaran Economy —
Principal Reforms from 1989 to Present.”

El Salvador’s development has been affected byiassef natural disasters including Hurricane MiteH998 and Hurricane
Stan in 2005 and a series of devastating earthguakearly 2001 that left nearly 2,000 people deadhissing and 8,000 injured,
and caused severe dislocations across all sectodBaleadoran society. The earthquake damage wasresewith the impact
concentrated on housing, schools and other baf#structure in rural areas that are among the tcggrnpoorest regions. Since
the occurrence of these natural disasters, howgévergovernment of El Salvador has undertaken abefforts to rebuild the
areas that were severely affected.

Form of Government

El Salvador is a republic and its form of governinisna representative democracy, with powers dividmong executive,
legislative and judicial branches. Elections artd levery five years for president and vice presidemd every three years for
members of the single house of the legislative rabge (the “Legislative Assembly”) and local goverents. All Salvadoran
citizens 18 years or older are entitled to votepAg of the implementation of democratic reformsler the Peace Accord, there
has been a major effort to improve voter identtfmaand registration.

Executive authority is vested in the president @cd president and 13 cabinet ministers. Cabineistgrs are appointed, and
may be removed at will, by the president. The piesi may propose legislation to the Legislativeefsly and has veto power
over legislation, which may be overridden by a tiivds vote of the Legislative Assembly. The presidalso appoints the
regional governors for the 14 departments of EV&#br. The current president of El Salvador, Maarkunes of FMLN, was
elected on March 15, 2009. President Funes todkeofin June 1, 2009, succeeding President EliasminSaca Gonzéalez. The
next presidential elections are scheduled to be indlarch 2014.

Legislative authority is vested in the Legislatikesembly, which is comprised of a single housebtkcted members. The
Legislative Assembly has the power to enact letitsia ratify treaties and approve the annual buddetmajority of the
Legislative Assembly must approve a bill for ithiecome a law. Constitutional amendments requireoapp by the Legislative
Assembly in two sessions, the first by a majorftyh@ members of the Legislative Assembly and #wed by a two-thirds vote.

In the most recent legislative elections held onrdlal5, 2009, FMLN increased its representatiorthi@a Legislative
Assembly from 34 to 35 seats, becoming the largady in the Legislative Assembly, but falling shof a simple majority. As a
result, no one party has control over the Legigtathssembly. ARENA won 32 seats, securing veto poover legislation that
requires a two-thirds vote. Legislative matters hhesresolved, as they were prior to the 2009 lagj® elections, through the
creation of coalitions by ARENA or FMLN with one amore of the other minority parties. The third ksgparty,Partido de
Conciliacién Naciona(the “PCN"), won 11 seats, maintaining the numifeseats it held prior to the election. Since thectbns,
one member subsequently separated from the PCHemaine an Independent.

In late October 2009, after all elected memberhefLegislative Assembly took office, 12 memberASENA left the party
and created grupo parlamentariq*legislative group”) calledsran Alianza por la Unidad NaciongtGANA”). GANA is not a
political party, but under Salvadoran law, it iz right to be recognized as a distinct group iwithe Legislative Assembly.
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The current composition of the Legislative Asseniblglescribed in the following table.

Legislative Assembly
Composition by Palitical Party

Number of

Political Party Members
LY I TP PP ETT PP PTPPP 35
AREN A ettt e oo e e e Rt e e e e e e o e R b ettt et te e e e e e e R E e e e e e et e e e e e e a e ne e e e e aaanan 20
G AN A% ettt ettt oottt eeeeeee oo aatetetee et eeeeeeeeeea e hteteteeeeaeeeeeaaaannteeeteeeeeeeeeeeeeeeannntntaneeeeeaeaeeemnnenrrneees 12
O P URSRURUR 10
Partido DemOCTrata CriSHANO (“PDC™)...cco ittt ittt ettt ettt ettt e ettt e e bttt e e e be e e enbee 5
(O T g oo T BI=T0q o Tod = L1 ot o (@3 o) P SEPPR 1
TaTe 1= 0= g T =T o | SO UR SRR 1
10} - USSR 84

*  GANA is a legislative group recognized under Saloran law within the Legislative Assembly.

SourceMinisterio de Hacienda

Under existing laws, the next legislative electians scheduled to be held in March 2012. Recetiitére was a constitutional
amendment approved by the previous Legislative mbbe providing that elections for members of thejistative Assembly and
local governments be held every five years. Howeweorder for the amendment to enter into foitejust be approved by the
current Legislative Assembly by a two-thirds vote.

At the local government level, ARENA represents t@icipalities, FMLN represents 75 municipaliti®CN represents 33
municipalities, PDC represents nine municipalitesl CD represents one municipality. Eighteen mpalities are represented
by the FMLN-CD coalition, two municipalities arepresented by the FMLN-PDC coalition, one municiyaié represented by
the CD¥rente Democratico Revolucionaramalition and another municipality is represertigdhe PDC-FMLN-CD coalition.

National judicial authority is vested in the Supee@ourt and several lower courts. The Supreme Cthethighest judicial
authority in the Republic, is composed of 15 juestiappointed by the Legislative Assembly from tuféecent lists of nominees
separately and independently prepared by the NatiQouncil of the Judiciary and the Salvadoran Basociation. Each
Supreme Court justice serves a nine-year term aayl be re-appointed. The terms of the Supreme Guostites are staggered
such that one-third of the justices are appointegryethree years. Judges serving on courts of &ppegain first-instance
tribunals and justices of the peace are appoinyethéd Supreme Court, also from lists prepared leyNational Council of the
Judiciary. The Constitution provides that the ahmagional budget must include appropriations for judiciary totaling at least
6.0% of the central government’s current revenues.

Memberships in International Organizations

El Salvador is a member of the United Nations amel ®rganization of American States and many ofr thespective
specialized agencies, as well as the InternatidMatetary Fund (the “IMF”), the International Ban&rfReconstruction and
Development (“World Bank”), the World Trade Orgaatipn (the “WTQO”), the IADB and théanco Centroamericano de
Integracién Econdmic§'CABEI"), among other international institutions.
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THE SALVADORAN ECONOMY
Principal Reforms from 1989 to Present

Since 1989, the government began to implement abeuraf economic, monetary and fiscal reforms desigto create
stability and growth in the economy. The benefitshese reforms have been evidenced by averageahreal GDP growth of
4.7% from 1992 to 2000 and of 4.0% from 2005 to720This trend was interrupted from 2001 to 200dewaverage annual real
GDP growth was 2.0%, mainly due to the 2001 eadkegs and the slow-down in the U.S. economy. In82@DP growth
decelerated to 2.5% in a context of the global endn crisis that has affected exports, employmedtramittances flows.

The reforms have focused on:

« fixing the exchange rate to the US dollar and whtiming the US dollar into the Salvadoran economiegal tender and
the unit of account of the financial system throtigh Monetary Integration Act;

« reforming the pension system through the creatfanmrivate pension system;

* privatizing and modernizing the banking sector;

e restructuring the Central Bank as an autonomoltityewith a prohibition on financing of the centigdvernment;

« lowering tariff levels and liberalizing trade, inding entering into free trade agreements withoteritrading partners;

« reforming the tax system, including the introdustiaf the value added tax, expanding the tax baseiraproving the
customs service;

e privatizing certain state-owned companies such hes telecommunications and electricity distributisactors and
attracting private participation.

In addition, in continuing its policy to modernipablic sector institutions, the Republic has reduite size of government by
decreasing the number of employees and combiningstries.

For the nine months ended September 30, 2009, tesoés coming into the Republic decreased by appedgly 10.3% as
compared to the same period in 2008. In additexports for the nine months ended September 30 2@@reased 17% as
compared to the same period in 2008. Accordintpeédnstituto Salvadorefio del Seguro Socigbproximately 39,000 jobs have
been lost over the 12 months ended August 31, 2009.

The Funes administration has begun to implemeetiasof new measures to continue strengthening#headoran economy
in light of the recent global economic crisis. an effort to counteract the effects of the recdob@ economic crisis, President
Funes and his administration implemented Ren Global Anti-Crisis(“Global Anti-Crisis Plan”). The Global Anti-Ciigs Plan
seeks to inject approximately US$575 million int@ teconomy over the course of 18 months, which beagxtended to a 30
month period. This plan seeks to: (1) stimulatetional economy with special focus on strategittors such as construction
and agriculture; (2) provide unemployment compeasab citizens who have lost their jobs while la same time reducing the
level of unemployment by creating new position&@&y economic sectors to compensate for job logséseimaquilasector; (3)
assist in the budgetary needs of families with ioeomes or who have lost their primary source obme as a result of the crisis
by establishing a universal social protection systelrhe assistance includes free health coveragsXanonths under the social
security system and providing free uniforms andothaterials for students in grades 1 throughtB®fpublic school system; and
(4) establish the basis to build national policies economic and social development and maintaicrogconomic stability,
including fiscal reforms to strengthen public ficas. On November 12, 2009, the Legislative Asserablyroved a US$300
million bond issuance and reallocated US$150 nmilldd funds that were originally allocated to fure tGlobal Anti-Crisis Plan
to begin the rebuilding of basic infrastructureareas damaged by Hurricane Ida. Of the US$300omitpproved, US$150
million will be used to replenish the funds of tBéobal Economic Anti-Crisis Plan that are beingduse pay for the damage
caused by Hurricane Ida. The remaining US$150 onillvill be directed towards the Global Anti-Crigttan, as budgeted for in
the 2010 Budget.

It is estimated that at year-end 2009, the nomafired public sector deficit will have increased3e% of GDP due to the
impacts of the global recession. To counteracteffisct, in 2009 the Republic has taken severalsomes to strengthen its fiscal
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management, including measures such as rationgliaimd better management of current expenditureiicieg government
subsidies and increasing government revenues.gdternment estimates that for 2010 the non-findmpeiblic sector deficit will
be reduced to approximately 4.3% of GDP due taarease in tax collections and reduction of expensiated to subsidies.

Effects of Reforms

The reforms that were implemented during the 1892995 period laid the foundation for stabilityfirture periods. During
the period from 1996 to 1999, the average rate@ivth of real GDP was 3.3%, which slowed to 2.3%mfr2001 to 2005, due in
large part to natural phenomena, increases innatiemal oil prices, decreases in coffee pricehéinternational market in 2001
and 2002 and the slow-down in the U.S. economybil2zand 2002. In 2005, real GDP grew at a rate 863 compared to 1.9%
during 2004, primarily due to increased activitytie agriculture and manufacturing sectors andéhevery of the construction
sector. Real GDP grew by 4.2% in 2006 and 4.7%0bw2before declining to 2.5% in 2008 due to dexesan consumption and
fixed capital formation.

Average annual inflation for the period 2001 to 20@as 3.3%. During 2004, inflation increased td@6#om 2.5% in 2003.
This increase was primarily due to high internaaiowil prices. For 2005, inflation slowed to 4.3%he decline in inflation in
2005 was the result of a deceleration in the prioesfood products, private transportation and khedd furnishings and
equipment, as well as the government policy of gliiag public transportation for one year to lasske impact of higher oil
prices. Inflation increased to 4.9% in 2006 anchamed stable at that rate in 2007. In 2008 iidftareached 5.5% due to
sustained increases of international prices of fand oil in the first half of the year. From 20Mough 2008, average annual
inflation was 5.0%.

Between 1992 and 2008, El Salvador’s trade andcssrdeficit grew from US$1.1 billion to US$5.0liwih. The high volume
of worker remittances from Salvadorans abroad, Whitst exceeded US$1.0 billion in 1995, has laygeffset this deficit.
Worker remittances from Salvadorans abroad totd8#3.8 billion in 2008, an increase of 2.7% from$39 billion in 2007 and
an increase of 8.5% from approximately US$3.5dgillin 2006. Worker remittances have increasech @raual average rate of
12.5% from 2004 to 2008. Remittances for the mmnths ended September 30, 2009 decreased by 16.898%2.6 billion
from US$2.9 billion for the comparable period in080as a consequence of the deterioration of ther latarket in the United
States. See “Foreign Trade and Balance of Payments.

Exports of goods and services increased from USHilidn in 1993 to approximately US$4.3 billion ia004 and to
approximately US$5.7 billion in 2008, largely aseault of measures taken to eliminate trade bartleough tariff reductions and
establish free trade zones (areas free from imporexport duties and with an income tax exemptiany rebates for
nontraditional exported goods manufactured outsfdese trade zones. The increase in exports 2665 to 2008 has principally
been due to the evolution of exports of non-tradii goods, the favorable price of coffee in theecaf traditional exports, and
the increase in travel, transport and communicat@mnices exports.

Primarily as a result of the Monetary Integratioct Avhich pegged theolonto the U.S. dollar, average interest rates ontshor
term and long-term loans fell to 6.4% and 7.4%peesvely, for the month of December 2004, compacei2.2% and 13.7%,
respectively, for the month of December 2000, thentim before the Monetary Integration Act came ifdce. Since 2004,
interest rates have increased, which is partiaglagned by the increase of the international esérrates from the second
semester of 2004 to the first semester of 2006w&an December 2004 and December 2008, averageshtates on long-term
loans increased to 9.7% while average interess i@eshort-term loans increased to 7.9%. Bothemss were related to that of
the fed funds rate increase between 2004 to 20Mé domestic currency interest rate (passive hasic- 180 days) decreased
from 7.1% in December 2000 to 3.3% in December 2084December 2008, the passive rate was 4.2%.

The government introduced several tax reforms ol the establishment of the value added tay9BRland the subsequent
increase in the value added tax rate from 10.0%3t0% in 1995. A second tax reform was implemente2D04 aimed at closing
loopholes, strengthening tax and customs admitisitraincreasing the penalties under the tax cadeviblations of the value
added tax and income tax provisions as well asapiicable penalties under the Penal Code and Civile, and introducing
penalties for customs violations. As a resulthafse reforms, the tax to GDP ratio increased frd&#%f GDP in 1991 to 14.0%
GDP in 2008.

Economic and Social Policies
President Funes’ economic and social plans indlndéollowing goals:

¢ maintaining and solidifying democracy;
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e enhancing the levels of security;

e promoting freedom of expression;

* respecting the rights of private property;

e promoting more economic growth by, among otherghjmaintaining good relations with countries adbthre world;

« developing an Anti-Crisis Plan designed to recdwalthy levels of growth in the economy by stiminigtand promoting
major production in sectors most affected by thodbal economic crisis such as agriculture and coastn sectors;

e having an Economic and Social Committee review @wvike fiscal planning in order to maintain robastl sustainable
economic growth;

« promote a Universal Social Protection System twigesaocial care for the population in poverty.
Gross Domestic Product

As measured by real GDP growth, economic growtlilirBalvador averaged 3.3% per year from 2004 td82@0Qivate
consumption grew in real terms by an average ¢fo4o@r year for the same period. Economic growtieldeated in 2008 mainly
due to the US and global economic crisis and hahroodity prices.

Real GDP growth in 2005 was 3.1%. The rise in r@&8lP growth in 2005 was primarily attributable tacieased
consumption, principally in the private sector ansignificant rise in public investment.

Real GDP growth in 2006 was 4.2% and was primalilg to private sector investment and fixed capiahation as well as
accelerating growth of private consumption. Theowery was driven by remittance-financed consummptamd private
investment, pushed by the growth in the constracsiector in 2006. These trends continued in 26figetting declines in public
sector investment. Real GDP growth increased#®4n 2007.

Real GDP growth in 2008 was 2.5% as consumptionemateld to 4.2% due to a slower increase in renciésrand lower
activity in the local economy. Fixed capital fotioa decreased by 5.3% as a consequence of a ctiotran private sector
investment of 6.5% that was partly offset by acré@ase in public sector investment of 5.0%. Repb#es of goods and services
increased 5.5% and real imports of goods and svicreased 4.7%.

Quarterly real GDP in El Salvador is only measungtth respect to production. For the six monthsezhdune 30, 2009, real
GDP declined 2.1%, compared to the 3.1% increagistezed during the same period in 2008. Almadssettors experienced a
contraction, in particular trade, restaurants aotels, which registered a 4.8% decline, and coositm, which registered a 6.4%
decline for the first six months of 2009. The sextwith growth during the first six months of 20@8re agriculture, livestock and
fishing, which registered a 2.9% increase; finaaod insurance, which registered a 0.9% increasg;gawernment services,
registering a 1.5% increase.
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The following tables set forth the Republic’'s réddP growth and evolution by expenditure for thequis presented.

Real GDP and Real GDP Growth by Economic Sector

For the Year Ended December 31,

2004 2003Y 2006 20079 2008"
Real GDP (in millions of US dollar@).............coriveieiereensinsisessesimemms s ssessesssens $ 8,168 $ 8,420 $ 8,772 $ 9,180 $ 9,414
REAI GDP GrOWHR ...t meeme st et emmen s 1.9% 3.1% 4.2% 4.7% 2.5%
Real GDP growth by sector:
Manufacturing 1.0% 1.5% 3.2% 3.7% 2.7%
Trade, restaurants and hotels...... . 2.4 4.4 4.4 53 14
Agriculture, livestock and fishing.................. 2.8 4.9 7.5 8.6 7.3
Transportation, storage and communications. 5.4 5.4 5.1 5.1 2.6
RESIAENTAI IBASING ....eeuveeviieiiiie e smemmeme sttt rte e e st e e e e esaestee e emmmmms e s ems e e e e snee e 1.3 2.9 2.0 23 2.0
GOVEIMMENE SEIVICES. ...ttt eeemee st sttt neesmmem e 0.4 1.6 2.4 1.9 2.2
Community, social, personal, and domestic ser{fices.. 2.1 (1.1) 2.3 3.9 2.0
Construction (9.8) 3.4 55 1.2 (6.0)
Finance and insurance 5.1 1.8 4.9 5.4 0.5
Real estate and business serVites. 2.6 3.2 3.4 4.6 2.2
Electricity, gas and water ............ 3.4 4.4 4.6 24 2.6
[T T T PO (16.0) 2.6 4.9 6.5 1.7

(1) Preliminary.

(2) Based on constant 1990 prices.

(3) Includes wages and fringe benefits paid bygiinernment to its employees.

(4) Includes education and private health careicesy entertainment (cinemas and television), ahdraservices such as veterinary services, serpiesded
by commercial, professional, labor and religiousoagations, and repair and maintenance servicesdaw by electricians, technicians, etc.

(5) Includes leasing and use of non-residentidlest@te and professional, legal, accounting amdasi services.

SourceBanco Central de Reserva de El Salvador.
The following table sets forth the real GDP growthexpenditure for the periods indicated.

Real GDP Growth by Expenditure

For the Year Ended December 31,
2004 2008V 2006Y 2007 2008Y
(in millions of dollars)

Consumption

Public Sector CONSUMPLON.........ccccuiiitceeeee et $ 643 $ 655 $ 673 $ 681 $ 693
Private CONSUMPLON .......vuvevereeerees s smmmemesseeseeesssssessssssessssssesssssessssssmemmessesesomessnens 7,737 8,097 8,629 9,163 9,562
TOtal CONSUMPLION ...cvitiiiietieiieie et este sttt sttt be e semmem e seneeebe s 8,380 8,752 9,302 9,844 10,255
Gross Investment
PUDIIC SECLON ...t e e e 148 189 188 181 190
Private Sector 1,337 1,327 1,496 1,611 1,507
Fixed Capital FOrMatioN..........ccceeieiieereeeeieeie e e seeesteesieeeeesee e enmmmseeseeeneeene 1,485 1,516 1,684 1,792 1,696
Variation in Stocks 55 62 0 0 0
Total Gross Investment 1,540 1577 1,684 1,792 1,696
Exports of goods and services 3,274 3,251 3,434 3,645 3,847
Imports of goods and services. . 5,026 5,161 5,649 6,101 6,385
Net eXPOrtS/(IMPOIS)...c..cverierieieressmeeeeresteeeereeseeseessessessessessessesssmmemnresses e e esens (1,752) (1,910) (2,215) (2,456) (2,537)

Real GDP $ 8168 $ 8420 $ 8772 $ 9180 $ 9414

(1) Preliminary.

SourceBanco Central de Reserva de El Salvador.
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The following table sets forth El Salvador’s redDiS growth by expenditure as a percentage of tewl GDP growth for the
periods presented.

Real GDP Growth by Expenditure
For the year ended December 31,
2004 2008" 2006" 2007 2008"
(percent change, based on constant 1990 prices)

Consumption:
Public sector conSUMPLION.........c.ccivevvemeecmee e e e 1.1% 1.8% 2.8% 1.1% 1.8%
Private consumption 2.9 4.7 6.6 6.2 4.3
Total CONSUMPLION......c.oiiiiiiiirieie et 2.8 4.4 6.3 5.8 4.2
Gross investment:
PUDIIC SECION ..ot (43.2) 27.9 A0 (4.1) 5.0
Private sector 2.6 (0.8) 12.7 7.7 (6.5)
Fixed capital formation (5.0) 21 11.1 6.4 .35
Exports of goods and ServiCes..............oummmmrererieenennennes 3.6 (0.7) 5.6 6.2 565.
Imports of goods and services.............. 2.6 2.7 9.5 8.0 4.7
REAIGDP ..ot eeresme e 1.9% 3.1% 4.2% 4.7% 2.5%

(1) Preliminary.

Source:Banco Central de Reserva de El Salvador.

Principal Sectors of the Economy

After centuries of dependence on agricultural potsiuthe Salvadoran economy has come to rely orufaeturing activity,
which totaled US$4.5 billion and accounted for 20.8f nominal GDP in 2008. Since 2004, the manufaty sector has
generated an annual average of 20.9% of the cdsmtoyninal GDP and increased from 2004 to 200&aierage annual rate of
2.4% in real terms. However, a considerable portibthe manufacturing sector remains linked tacadfure since it consists of
processing of foods.

The trade, restaurants and hotels sector has beacreasingly significant factor for El Salvadogsowth in the last three
years. In 2008 GDP for the trade, restaurantshantels sector was US$4.4 billion and accounted2tbd % of El Salvador’s
nominal GDP.

In 2008, agricultural, livestock, and fishing prathirepresented 12.2% of the country’s nominal Géapared to 14.2% in
1992. However, the agriculture sector has seemtagrowth. The annual growth rate of real GDPtlf@r agriculture sector was
7.5% in 2006, 8.6% in 2007 and 7.3% in 2008, comgavith 0.9% in 2003. Coffee, which traditionaligs been the main
agricultural product of El Salvador, typically regents the largest agricultural component of GBEe “—Agriculture, Livestock
and Fishing.”
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The following table sets forth El Salvador's noni@DP by economic sector for the periods presented.

Nominal GDP by Economic Sector

For the Year Ended December 31,

2004 % of GDP _ 2008" % of GDP __2006Y % of GDP 200 % of GDPW 2008 % of GDP®
(in millions of US dollars, except for percentages)

Manufacturing ........cccvvvveeveseessicreeeeeeens $ 3,496 22.1% $ 3,609 21.1% $ 3,845 20.6% $ 4,136 20.3% $ 4,452 20.1%
Trade, restaurants and hotels...... 3,127 19.8 3,412 20.0 3,702 19.8 4,068 20.0 4,434 20.1
Agriculture, livestock and fishing........... 1,401 8.9 1,658 9.7 1,875 10.1 2,279 11.2 2,693 12.2
Transportation, storage and 1,450 9.2 1,556 9.1 1,726 9.3 1,881 9.2 1,992 9.0
COMMUNICALIONS.....cevvieieenieeeeee e mmemcmee s
Construction . 658 4.2 711 4.2 779 4.2 825 4.0 860 3.9
Finance and insurance............c.cccocuvmmeenn. 707 4.5 769 4.5 836 4.5 920 4.5 969 4.4
Electricity, gas and water.............c.ccco.... 280 1.8 302 1.8 349 1.9 373 1.8 417 1.9
Mining 56 0.4 59 0.3 64 0.3 69 0.3 85 0.4
Real estate and business services........ 659 4.2 713 4.2 766 4.1 837 4.1 895 4.0
Community, social, personal, and 1,212 7.7 1,260 7.4 1,358 7.3 1,476 7.2 1,595 7.2
dOMESHIC SEIVICES....cvvveveveeeeereeee e
Residential leasing 1,190 7.5 1,273 7.5 1,322 7.1 1,379 6.8 1,432 6.5
Government SEIVICES.......cccuvvveevvereecveeeinnes 1,044 6.6 1,111 6.5 1,229 6.6 1,302 6.4 1,404 6.4
Plus: tariffs and value added tax............ 1,120 7.1 1,287 7.5 1,499 8.0 1,584 7.8 1,679 7.6
Less: imputed financial servi¢@s........... 603 3.8 649 3.8 697 3.7 757 3.7 794 3.6
Total nominal GDP...........cccccvevuen. $ 15,798 100.0% $ 17,070 100.0% $ 18,654 100.0% $ 20,373 100.0% $ 22,115 100.0%

(1) Preliminary.
(2) Imputed financial services include the diffeedetween interest accrued and interest paidebfirtancial sector.

SourceBanco Central de Reserva de El Salvador.
Manuftacturing

Manufacturing is a key sector of the Salvadoramenny. Since 2004, the manufacturing sector hagrgéed an annual
average of 20.9% of El Salvador’'s nominal GDP. WManturing activity increased at an average anratelof 2.4% in real terms
from 2004 to 2008. From 2004 to 2006 manufactuvigg affected by the weakness of thaquilaindustry partially explained
by the end of textile quotas in 2005, which intéedi the competition from China and other Asian rdoes. In 2007, the
manufacturing sector grew 3.7% but slowed to 2.7%22008. Maquila activity has been the most important area in the
manufacturing sectoMaquila production declined 7.0% in 2005 and 2.0% in 208Ber experiencing zero growth in 2007,
maquilaproduction grew by 5.1% in 2008.

The industries that grew the most in 2008 weneaquilaat 5.1%, paper and cardboard at 4.7%, plasticystsdat 4.3%,
apparel at 3.9%, printing and related industrie8.4%6 and textiles at 3.2%. This growth is alsppguted by record foreign
demand for some industrial products suclmasjuilaproducts, iron and steel, medical and hygieneymtsdand canned tuna.
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The following table sets forth production (at camt1990 prices) of El Salvador’s principal mantifiéoag activities for the
periods presented.

Principal Manufacturing Activities

For the Year Ended December 31,
2004 2008V 2006Y 2007 2008Y
(in millions of US dollarsy?

Maquila (2SSeMDBIY fOr FE-EXPOI) ......eiviieerierieieeeeese et etee et et e ste s e sre e s e et smmmmnre e b b e enteereeneens $ 248.9 $ 2315 $ 226.8 $ 226.8 $ 238.3
Baked goods ........ccoveeieiiieiiniiieieen ettt ettt nnen s 168.6 175.6 185.9 196.2 202.2
Chemicals ......... ettt b bbbt et 163.2 166.6 172.1 180.5 184.5
Beverages..... e euttmeameeeeteeete e neenEeeteeteeneee et en e s momna st e Rt enEe et e e neeen st e s mmn e ereeeneennen 158.2 159.9 161.5 167.5 170.2
Other ProCESSEA fOOUS. .......c.viviirie ettt ettt ettt ememne bbbttt eb s eb e 139.4 145.0 1455 153.3 157.2
YU Lo - | ettt e————— ettt enneemnnr e s e e eneeene e e e nee 132.5 134.9 140.0 146.7 150.8
Printing and related industries ettt —e et e rn—————— st en et et e s ot en e e neennees 104.9 108.8 110.2 118.8 122.8
TEXHIES ...ttt ettt ket et st be et b e st st b emnmnt sk es et e skt n b it b et s st enean 92.6 98.6 102.0 105.2 108.5

Non-metallic MINEral PrOQUCES.........ccuieieereeieeese et smmnems e e smr e nree s 87.9 90.2 96.8 103.6 104.7
Metallic MINETAl PrOAUCES ........coiuieeees i cmmmmeeeteeseeeeesteeteseeesteeseessee s smmmeme s e eneeeseesseesneesneesseenneesses 89.7 95.4 97.0 99.6 101.9
Refined 0il products..........cccoveiiiiiicnmmecineee e 81.2 77.0 854 88.3 911
Transport supplies and diverse manufacturing PABAUC...........evverivereereeieeesee e e e e 70.1 715 73.8 78.3 80.4
Leather and related PrOGUCES ............... s eeereeesiesreesneeseesteeseeseessemmemeseesseeeseesssmmseenseessensseens 68.1 68.3 70.8 73.3 72.2
Milk products.........ccoccveivninnnnene e —————— 58.5 59.7 65.1 68.6 69.9
Paper and cardboard........... 55.4 56.9 59.3 62.2 65.1
Machinery and equipment ... e 59.0 60.2 63.1 57.0 58.3
PIASTIC PrOTUCTS. ...ttt ireemee ettt oo ekttt b e et 46.6 515 52.6 55.0 57.4
Meat packaging and related ProdUCES .........coeeeeieieieiee et emmemme e s s sae e 32.9 335 36.5 38.4 38.8
Y o] o - L= SRS 35.7 36.2 375 36.7 38.1
Lumber and related PrOGUCES ........coui i ieeeeee ettt s rmmmmee e e st sens e seesbe b e 23.2 24.1 244 25.2 24.7
] 14 OO PSS SU TP 0.1 01 0.1 0.3 0.4
Lo} 2= OO OOV $ 1,916.7 $ 1,9454 $ 2,006.7 $ 2,081.4 $ 2,137.5

(1) Preliminary.
(2) In constant 1990 prices.

SourceBanco Central de Reserva de El Salvador.

Magquila (assembly for re-export) represented US$238.3ianil(in 1990 constant prices) in 2008. From 20032006,
maquila production decreased, affected by greater cotmgetirom China and by Hurricanes Stan and Katim2005, which
interrupted the importation of inputs from the aitStates.

According to the Ministry of Economy, as of Sept@mnB0, 2009, there were 2B&quilaplants and trading companies, 135
of which were located in free trade zones, with rdi@aining 123 operating outside the geographimbaries of the free trade
zones protected by the free trade zone law. Oa¢ofithemaquilaplants established in the free trade zones prodpparel and
linens, mainly for export to the United States.nPanies that operate in a free trade zone are exi@orp import and export
duties and enjoy an exemption from income taxesyiged that the goods they manufacture are expastédide Central
America. Firms that operate outside of a freedraohe and that do not export 100.0% of their pcbdo are entitled to a 6.0%
rebate on exports of non-traditional goods outsiieCentral America. See “Foreign Trade and BalanEePayments —
Composition of Foreign Trade.”

Trade, Restaurants and Hotels

The trade, restaurants and hotels sector contdbu&$4.4 billion and accounted for 20.1% of El @dler's nominal GDP in
2008. From 2004 to 2008, this sector grew at amage annual real rate of 3.6%. In 2007, the traeaurants and hotels sector
grew by 5.3% in real terms, due largely to an iaseein imports, stronger agricultural and induktpeoduction and an
improvement of the tourism industry. However, irD80growth in the trade, restaurants and hoteloselecelerated to 1.4%,
affected by a decrease in restaurants and hotels.

Tourism to El Salvador increased after the signifighe Peace Accord in 1992, but subsequently dseck and was
particularly adversely affected by the September20D1 terrorist attacks in the United States. June 2004, the government
created a new ministry within the executive brarible, Ministry of Tourism, which was charged witle ttask of promoting and
revitalizing tourism in El Salvador. Growth in shéector has increased since then. Growth ing$taurant and hotel industries
largely follows patterns of tourism. In 2008, tisan industry was affected by increasing air taaiffd a decline in the tourist
expenditures within the country.
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The government believes that tourism representstanpal area of growth for the Salvadoran econ@ng has begun to
implement measures designed to foster developmfetiteotourism sector. On December 15, 2005, theidaiye Assembly
enacted a tourism law (thé&eéy de Turismbor “Tourism Law”), which sets forth a frameworkrfthe development of the tourism
sector. The tourism law imposes a special cortibhulevy of US$7.00 for each person leaving tlendry through the
international airport, as well as a special contitn levy of 5.0% on lodging. For the nine-mompttriod ended September 30,
2009, revenues from the tourism tax were US$5.HanilThese funds have been used in accordancethétfiourism Law in the
promotion of El Salvador's tourism. Eighty percehthis promotion was held abroad in countrieshsag Spain, Italy, Argentina,
the United States, Costa Rica, Guatemala and Hasdamong others, and the remaining 20% in El Salva

The Tourism Law also provides for economic inceggi¥or companies that engage in certain tourisiities. As of June 30,
2008, eight tourism projects benefited from this kEnd the tax exemptions it provides. In additimoy projects are in the process
of being approved for benefits by CORSATUR.

Agriculture, Livestock and Fishing

The agriculture, livestock and fishing sector aeted for US$2.7 billion and represented 12.2% ofSElvador's nominal
GDP during 2008. This sector grew at an averageianreal rate of 6.2% during the period 2004 t@&0Iin 2004, the
agriculture, livestock and fishing sector grew b8% in real terms primarily due to an increasehim production of basic grains,
an increase in activity in the fishing sector andrecrease in the production of poultry. In 200% sector grew by 4.9% in real
terms, primarily due to growth in the productioncoffee, cotton, basic grains, poultry, eggs ash.fi

The agriculture, livestock and fishing sector giew7.5% in 2006 and 8.6% in 2007, in each yearrda#ly to increases in
production of basic grains (corn, beans and sorgtamd other agricultural products.§.,vegetables and fruits). The growth was
also supported by the increase in the aggregatee @t coffee production. The area devoted tocthiévation of sugar cane
increased to 2,446 hectares during the 2007/200&$6ta The production of basic grains like corealis and sorghum increased.
Similarly, the production of fishing, livestock afatestry increased.

Coffee is the Republic’s principal agricultural exp In 2006, coffee production totaled US$125liomil in constant 1990
prices, similar to the 2005 production (US$125.Hiom). In 2006, coffee accounted for 79.6% ofiagitural exports and 5.1%
of total exports of goods. Coffee is an importsmtirce of employment in El Salvador and generapguoximately 87,000 jobs
during the 2006/2007 harvest. In 2007, coffee petidn totaled US$136.6 million in constant 199&@s, an increase of 9.3%
from 2006, primarily due to higher average coffeiegs, which rose from US$1.12 per pound in 200608$1.17 per pound in
2007. In 2007, coffee accounted for 73.6% of agical exports and 4.7% of total exports of good8offee generated
approximately 106,000 jobs during the 2007/2008éstr In 2008, coffee production totaled US$138ilfian in constant 1990
prices, an increase of 1.5% from 2007. In 2008eecaccounted for 77.8% of agricultural exportsl &17% of total exports of
goods. Coffee generated approximately 99,000 ¢hbsg the 2008/2009 harvest. Currently, there approximately 153,757
hectares devoted to the cultivation of coffee, @spnting approximately 7.3% of the country’s land.

In July 2000, the Legislative Assembly created FHomdo de Emergencia para el Cafiae “Coffee Emergency Fund”) to
revitalize the coffee production industry and exitdimancing to coffee producers to enable themefmay debts related to their
coffee production, thereby freeing funds for furtlevestment in the coffee industry. The Coffeedfgency Fund obtained
US$80 million in December 2000 from the issuanceeyb coupon eurobonds that mature in six-monttalinsents over a ten-
year period and have an aggregate face amount tatritpeof US$123,248,752. The Coffee Council, artcaomous public
organization consisting of representatives fromgbeernment and private trade organizations, adtars the Coffee Emergency
Fund.

With the exception of coffee, which is mainly exporiented, most agricultural production is for destic consumption. El
Salvador generally permits the importation of maggticultural products that meet established hestfihdards, with the exception
of poultry products. Since 1992, tMinisterio de Saludthe “Ministry of Health”) has forbidden the impation of all poultry
products in an effort to limit several common aviiseases such as salmonella.
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The following table sets forth the production (anhstant 1990 prices) of certain major agricultulialestock and fishing
products for the periods presented.

Main Agricultural, Livestock and Fishing Products

For the Year Ended December 31,
2004 2008V 2006Y 2007 2008V
(in millions of US dollars)®

BASIC GraiNS...c.ueeueiieeieiiete ettt ettt b bt b e h et bt se e et £ ke Re Rt b £ en b et e s b e neae e eneanean $ 1878 $ 1891 $ 2103 $ 2341 $ 278.9
Other agricultural.............. 178.7 204.4 233.8 257.7 283.5
LIVESTOCK. ...ttt ettt ettt smee ettt st se et bt s et ek e be e et et es e s emmemnse b £ s £ et e b e en e et e mnem et e b b enas 170.0 176.1 190.2 204.8 219.6
L0 TU 1 Y S PUSTR 140.2 146.9 150.9 159.7 143.4
(0707 1=V P SRS 122.8 1255 125.0 136.6 138.7
FOTESITY .. e e s 55.0 56.5 59.1 62.3 70.7
ST T= L o= L USROS 55.3 54.7 52.3 54.8 56.1
L]0 TSRS PP 28.0 29.9 35.9 39.0 42.3
COLEOM 1ot es et ee oo 1842588 et £ 03 12 0.9 02 01

$ 9381 $ 9844 $ 1,0584 $ 1,149.3 $ 1,233.1

(1) Preliminary.
(2) Based on constant 1990 prices.

SourceBanco Central de Reserva de El Salvador.
Transportation, Storage and Communications

The transportation, storage and communication®©sedcounted for US$2.0 billion and represented®@d the country’s
nominal GDP, during 2008.

From 2004 to 2008, the average annual real groatéhin the transportation, storage and communicstsector was 4.7%.
Prior to 2005, communications was the leading sttbsedue to the privatization program, which iclinoed greater competition
into the industry as the multinational corporati¢imst acquired the assets of ANTEL made investmientgtwork expansion. In
2005, however, the transportation, storage and agmuations sector grew by 5.4% in real terms prilpalue to growth in the
transportation and storage subsectors resulting fite increased shipment of cargo and air tranapomt activity. The sector
grew by 5.1% in each of 2006 and 2007, driven nydiylthe expansion of the communications sectortdube increase of fixed
line penetration and the volume of internationaffic and the rise in mobile phone usage. In 2008 $ector grew 2.6% due in
part to increased cell phone activity. Currentlpere are 13 fixed line telecommunications companfdge mobile
telecommunications companies and eleven interrationg distance companies operating in El Salva@il@nsportation growth
was limited due to an increase in freight costgrating costs and a decrease in air transportation.

El Salvador has approximately 3,000 kilometersafqul roads (which include highways, primary anasdary roads). Two
major highways cross the country: the Pan-Amertdghway links El Salvador with Guatemala in the tasd Honduras in the
east; and the Carretera Litoral, which runs sofitthe Pan-American highway, links Sonsonate towlket and Zacatecoluca and
Usulutén to the east and forms part of the Mexiest€l American region’s plan to link the Centrah@rican countries from

Mexico to South America.

El Salvador has one operating seaport, Puerto flaaja cargo seaport west of San Salvador, ancc@ndemajor seaport
recently completed but not yet operational at Laddnto the east of San Salvador. T®@mision Ejecutiva Portuaria Autbnoma
(“Autonomous Executive Ports Commission” or “CEPAQministers these ports and the internationabsgirfThe Government
has contracted with private companies owned by éorport facility employees for loading and unloagigservices at port
facilities. In September 2002, the Legislative Asbly enacted théey General Maritimo Portuarig‘General Sea Ports Law”)
establishing, among other matters, the regulatidheconstruction, rehabilitation, and operatidithe port facilities. In addition,
in 2004 the Government created Bemision de Desarrollo del Golfo de FonsgtBonseca Gulf Development Commission”)
that is responsible for the planning and managermiktite development of the Golfo de Fonseca arééghnis the future gate to
the world maritime trade.

The El Salvador International Airport, also knovatdlly as the Comalapa, is located 50 kilometetghsof San Salvador.
According to the last statistics issued by CEPA¢ar 2008, 18 different international airlines tise El Salvador International
Airport. In the year 2007, there were 3,566 depa# of international airlines from the El Salvatiaernational Airport. In April
2008, Nipon Koei, a Japanese consortium, preseat€EPA a US$150.0 million expansion program praposhe Government
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is currently evaluating a possible public biddinggess for the privatization of other facilitiesthe airport, possibly through
concessions.

Construction

The construction sector’s contribution to nomindRsincreased to US$860.1 million during 2008. Theastruction sector
totaled US$824.6 million and accounted for 4.0%hefEl Salvador’'s nominal GDP during 2007.

The construction sector declined by 9.8% in 2@84compared to 2003, due primarily to decreasedstment in public
projects resulting from the delays in the apprafahe 2004 budget and the completion in 2003 dfage reconstruction projects
relating to the 2001 earthquakes. In 2005, the tooctson sector grew by 3.4% and further accelerate’5.5% in 2006 due
primarily to increased infrastructure developmentlioe public and private sectors. In 2007, comsipn activity grew 1.2% as
housing construction decreased, offset by an isere construction in agriculture, industrial, coergial and urban
infrastructure. In 2008, housing construction wéecked by lower financing related to the internafil impact of the global
economic crisis, which resulted in a decline oB6 fr the construction sector.

Finance and Insurance

The finance and insurance sector totaled US$969I®m or 4.4% of nominal GDP, in 2008 as compatedUS$920.2
million, or 4.5% of nominal GDP in 2007. From 20@42008, the financial services sector grew aawrage annual real rate of
3.5%. In 2007, the financial services sector gbgvb.4%, compared to 4.9% in 2006. In 2008 thenfona services sector grew
by 0.5%. See “Monetary System.”

Electricity Sector

The electricity, water and gas sector totaled US4 illion in 2008, representing 1.9% of nomindDi& for that year. In
2007, the electricity, water and gas sector acealfdr US$373.5 million and represented 1.8% of inahGDP for that year.

Electricity, gas and water activity increased ahanual average rate of 3.5% from 2004 to 2008 fA3ecember 31, 2008, El
Salvador had an installed energy capacity of 1488/. Out of the total capacity, 483.7 MW camenfrtiydroelectric energy,
204.4 MW from geothermal energy and 647.8 MW frdrartal energy and 103.5 MW from sugar mills. Tbhantry has the
highest geothermal energy production in Central Acae The largest share of generation capacitywsen by private sector
companies. Installed capacity has almost doubiigtia last 20 years and increased by an averaB@0oMW per year since the
year 2000.

Until 1996, all planning, regulatory and executfuactions concerning power generation, transmissioe distribution were
vested in the state-owned monop@lgmision Hidroeléctrica del Rio LemgaCEL”). The electricity sector from 1996 to 2000,
mandated by the General Electricity Law,¢y General de Electriciddy led to the unbundling of electricity generatjon
transmission and distribution and the horizonteisibn of generation and distribution into severampanies.

Currently, 13 companies participate in the wholesalarket as energy generators, including CEL, LaGBEGke Energy
International, Nejapa Power Company, among otlzerd,seven companies, including CAESS, DELSUR, AEESA y CIA, as
energy distributors.

Employment and Wages

The unemployment rate decreased from 6.8% in 20@49% in 2008. Approximately 39,000 jobs have blestover the 12
months ended August 31, 2009. The economic seutitisthe greatest job generation during the 200£2Q@68 period were
transport and communication (annual average of P.8#ances (annual average of 7.0%), commerceu@naverage of 7.0%)
and electricity, gas and water (annual average3%oh The percentage of workers in the informat@ecf the economy appears
to have remained constant during the same perigdhk government has no official count of suchkeos.

El Salvador’s labor law provides for a daily minimwage. A council composed of representatives fitoengovernment, the
private sector and labor organizations sets minimeages. Minimum wages for each major sector ofeitenomy are set taking
into account the evolution of real wages and theral economic situation. The legal workday is ¢iburs and the legal
workweek is 44 hours. The law prohibits employmehminors under the age of 14 unless such employnsenecessary for
family sustenance and does not interfere with slaigo
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In 2001, the Legislative Assembly made severalrreoto the constitution, one of them allowing pahliorkers to organize.
In 2009, the Legislative Assembly ratified a cotgtbnal amendment providing public employees Méifor union rights and the
right to strike under certain circumstances in fioreto promote worker’s rights and in order tongoly with International Labor
Organization conventions previously ratified by Bepublic.

The following table sets forth daily minimum wad®seconomic activity in effect for the periods preted.

Daily Minimum Wages by Economic Sector

Commerce and

Agriculture Industry Services Construction ®
(in US dollars)

2004ttt menee ettt $ 2.47 $ 5.16 $ 5.28 $ 7.40

2005... 2.47 5.16 5.28 7.70
2006....... 2.72 5.68 5.81 8.00
2007 2.86 5.97 6.10 8.12
2004% 3.00 6.27 6.41 8.45
2008% 3.24 6.77 6.92 8.79

® Excluding seasonal workers who are guaranteechiarmin wage at different levels for coffee, sugad aatton.
@ Daily minimum wage based on an arbitral award betwconstruction firms and construction unions.
®Wages applicable since November 15, 2007.

®\Wages applicable since June 30, 2008.

® Official Gazette of El Salvador Numbers 134, 188 436 (22/12/2008)

SourceDiario Oficial (Official Gazette of El Salvador).
Poverty

Economic growth since 1996 has significantly deseelathe level of poverty in El Salvador. From 189008, the number of
households living below the poverty line decreas&d%. As of December 31, 2008, 35.7% of househimicuirban areas and
49.0% of households in rural areas lived belowpibreerty line. The percentage of households livmgxtreme poverty decreased
to 12.4% in 2008 from 21.9% in 1996. In part dueffects of the global economic crisis, highergrites that resulted in higher
transportation and production costs and highereprior basic foodstuffs, poverty levels increasednd) 2008 as compared to
2006.

In March 2005, former President Elias Antonio Saxeated theRed Solidaria(now known as the “Mutual Aid
Communities”), which seeks to improve the econorsagial and health conditions for approximately ,000 families living in
conditions of extreme poverty. The program providebsidies to families that agree to follow certhgalth and nutrition
programs and send their 5 to 15-year old childeepre-school and primary school. The program bedscovering 15 of the
poorest municipalities of the country and progneslyiincreased to cover 32 municipalities in 2006.2007, 15 municipalities
ranked in high poverty level were added in the progand that number was increased to 46 high pplerél municipalities, for
a total of 77 municipalities in both categories.
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The following table sets forth the percentage afdeholds in poverty by degree of poverty and locatif the household for
the periods presented.

Percentage of Households in Poverty

Extreme poverty Relative Poverty Total poverty

Urban Rural Total Urban Rural Total Urban Rural Total
1996.... i 145% 323% 21.9% 27.9% 325% 29.8% 4%2. 64.8% 51.7%
1997 it e 12.0 27.9 18.5 26.7 33.7 29.6 38.7 61.648.0
1998 e 12.9 28.7 18.9 23.1 29.9 25.7 36.0 58.7 44.6
1999 . e 10.3 274 16.8 22.5 28.0 24.6 32.8 55.441.3
2000 i e 9.3 27.2 16.0 20.6 26.6 22.8 29.9 53.738.8
2001 .t 10.2 26.1 16.1 21.0 255 22.7 313 51.638.8
2002 e 10.3 25.0 15.8 19.2 24.2 21.0 29.5 49.236.8
2003 9.7 221 14.4 20.3 24.1 21.7 30.0 46.2 36.1
2004 .. 8.6 19.3 12.6 20.7 24.4 22.0 29.2 43.734.6
2005, e 9.7 16.9 12.3 21.3 255 22.8 30.9 42.435.2
2006, 8.0 12.2 9.6 19.8 23.6 21.2 27.7 35.8 0.73
2007 e 7.9 16.3 10.8 22.0 27.5 23.8 29.9 43.834.6
2008....c e 10.0% 17.5% 124% 25.7% 31.5% 27.6% 357% 49.0% 40.0

SourceEncuesta de Hogares de Propdsitos Mdltiples, EHBNEESTYC.

Social Security

El Salvador’s Constitution provides for the guaesnbf social security benefits to workers and tfeimilies. Social security
benefits provide assistance in case of accidelfitgss, maternity, disability, retirement and dedarticipation in the social
security system for coverage for accidents, illnesaternity and disability is mandatory for all induals, except for teachers in
the public sector and self-employed individualse Tistituto Salvadorefio del Seguro Socftile “Salvadoran Social Security
Institute”) administers these benefits for empl@yeentributing to such program.

Retirement and death benefits for public and pevsgctor workers who remained in the public pensigstem after the
pension reform in 1998 are provided by thstituto Nacional de Pensiones de los Empleaddsli€us (the “National Public
Pension Institute”) and the Salvadoran Social Sclnstitute through a separate governmental systEhe government provides
medical services to the population not coveredheySalvadoran Social Security Institute or the ddwti Public Pension Institute
through a network of 30 hospitals and 579 healtilifi@s across the country.

The social security system is financed by a contlwnaf contributions from workers and employergicg January 1, 2003,
all employees, except for teachers in the publictcaseand self-employed individuals, contribute 3.@¥otheir salary and
employers contribute 7.5% of their total payroll &cident, illness, maternity and disability betsefTeachers in the public sector
contribute the same percentage to thgtituto Salvadorefio de Bienestar Magister{gle “National Education Professionals
Social Security”), created in 2007, for the samedfies provided by the Salvadoran Social Securistitute. For retirement and
death benefits, private sector employees contribud® of their salary and employers contribute 7dfheir total payroll to the
Salvadoran Social Security Institute. Public seetoployees contribute 7.0% of their salary andrtegiployers contribute 7.0%
of their total payroll to the National Public Pesrsilnstitute.

In order to provide the government with the proseedmprove social security benefits, they Especial para la Constitucién
del Fondo Solidario para la Salughe “Special Law for the Constitution of the Slaliity Fund” or “FOSALUD”) was enacted in
December 2004. FOSALUD aims to establish legal raeidms to finance special programs designed teaser the availability
of healthcare services and social assistance at amd urban areas, as well as programs providimgrgency assistance. During
the period from 2005 to December 2008, FOSALUD &mere used to modernize and expand services atliths throughout
the country, with 56 operating on a 24-hour basi 24 during the weekends.
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The following table sets forth the distributionwbérkers in the private sector by economic sectat @ a percentage of the
labor force in the private sector contributing e tSalvadoran Social Security Institute for thaquer presented. No comparable
information is available for workers in the inforhs&ctor of the economy.

Contributors by Sector

As of December 31,

2004 2005 2006 2007 2008P

Number % Number % Number % Number % Number %
INAUSEIY .t ememees st 165,596  33.9% 161,121  32.1% 159,900  30.2% 164,7629.09%2 165,127  28.2%
Commerce... . 107,795 221 115203  23.0 120,467  22.7 128,798 227 141,270 24.1
Finance........ 87,791  18.0 93,403  18.6 104,344  19.7 111,435 19.6 18,990 20.3
Services....... 68,546  14.0 71,068 142 76,552 144 90,248 159 5682, 14.1
CONStrUCHON ... .. 27,255 5.6 26,311 5.2 31,636 6.0 32,061 5.6 31,2485.3
Transport and COMMUNICALION.........cooviuiereeeeieiieicc e 17,595 3.6 19,652 3.9 21,109 4.0 23,752 4.2 28,1024.8
Agriculture.........cccoevvevcenenne. 10,734 2.2 11,767 23 12,017 2.3 12,906 2.3 13,2532.3
Electricity, Gas and Water. 2,832 0.6 2,929 0.6 3,240 0.6 3,642 0.6 3,867 0.7
MiNiNG..c.ccviirerrree 587 0.1 508 0.1 600 0.1 697 0.1 699 0.1

488,731 100.0% 501,962 100.0% 529,865 100.0% 568,301 100.0% 585,117 100.0%

(1) Preliminary.

Sourcelnstituto Salvadorefio del Seguro Social.

Pension Reform

On December 20, 1996, the Legislative Assembly @t the creation of a private pension system hgibée workers
(including both public sector employees and priveg¢etor employees) in El Salvador modeled on tlea-txisting Chilean
system. TheSuperintendencia de Pensiongise “Superintendency of Pensions”) is responsfbteoverseeing both the public
pension system and the private pension systemateripension companies (th&dministradoras de Fondos de Pensidnes
“AFPs”) were authorized to operate pursuant to the persistem law of April 15, 1998. All workers 35 yeansl or younger
were required to affiliate with a private pensiampany by April 15, 1999. Men between the ages®ffd 55 and women
between the ages of 36 and 50 had the option dfreong with the prior public pension system, oriteling to the new private
pension system, while women over the age of 50raed over the age of 55 were not eligible to paréite in the new private
pension system and were required to remain in tioe public pension system. All workers entering thiork force since April 15,
1998 have been required to participate in the priyv@nsion system, regardless of age. At Decembe2@08, 1.8 million
workers, or 72.8% of the Salvadoran workforce i0&0nere affiliated with this private pension systéncluding 566,197 active
workers. At December 31, 2008, there were 18,18¢eaworkers registered in the public pension syste

Beginning January 1, 2002, employees participatintpe private pension system were required tordmrte 6.25% of their
salary on a monthly basis to a private pension fiandortion of the 6.25% monthly contribution payrmemade by employees
represented commissions to the AFPs). Employersegpgred to contribute an additional 6.75% of eadker’'s salary to each
worker’s private pension fund account on a montbégis. On December 21, 2005, the Legislative Assempproved an
amendment to the pension system law, that becafeetieé January 2006, which reduced the maximumroimsion that AFPs
may charge from 3.0% to 2.7% and required that stmihmissions be deducted from employer contribsticather than
employee contributions. Under the new law, empleyamtinue to contribute 6.25% of their salary amanthly basis; however,
commissions are not deducted from employee coniwibs, but instead are deducted from contributibgsemployers, who
continue to contribute 6.75%. Only men who are é@ry old and women who are 55 years old, and whe bantributed to the
pension system for 25 years, are eligible to recaimonthly pension. As of January 2005, the optioretiring after contributing
to the pension system for 30 years, regardlesg@fia no longer available for those employees didanot meet the 30 years of

service requirement by December 31, 2004.

When employees who transferred to the private pensistem retire, the government isssrtificados de Traspaso
(“Certificates of Transfer” or “CTs”) to the relewt private pension fund in order to credit the ewgpks for their prior
contributions to the public pension system. Begigrin January 2002, CTs, due to reforms to theiparsy/stem law, are payable
over a 15-year period commencing upon the dateeofalevant employee’s retirement. CTs were preshjopayable in one lump
sum. In addition, since July 2003, persons who hbgeption of continuing with the prior public gon system or switching to
the new private pension system are eligible to iveca Certificado de Traspaso Complementarfine “Complementary
Recognition Bond”) that would compensate them fuy difference between the value of the monthly mersthey would have
received had they stayed in the prior public pemsisystem and the value of the monthly pensionisey shifted to the new

private pension system.
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Beginning October 2006, the government has beemig$ension Investment Certificates to pensiom$uio finance the cost
of its pension obligations to retired public emmeg and to holders of outstanding CTs and ComplemeRecognition Bonds.
Pension Investment Certificates amortize over ay@aér period and carry a floating rate based on d&801LIBOR. The
government has been able to reduce its pensioreburg benefiting from the longer maturity and pesgive amortization profile
of Pension Investment Certificates compared witls @id Complementary Recognition Bonds. As of Dezr8th, 2008Banco
Multisectorial de Inversione¢'BMI”) had issued US$725.2 million in Pension bstment Certificates to pay for the public
pension system’s obligations. See “Public Debt termal Debt”

The creation of the private pension system redubednet present value of the government’s obligatiith respect to
pensions by approximately 71.6%. The governmenteatly estimates that the difference between doutions to the public
pension system and benefits payable to retireegrutid public pension system and partial benefitgaple to retirees who
switched to the private pension system for the tilvey were covered by the public pension system W% of GDP in 2008
having reached a peak deficit of 1.9% of GDP in32288d 2006. The accumulated deficit for the pefioth 2005-2009 could
reach approximately US$1.7 billion.

Infrastructure Investment
Puerto La Union

The government completed construction of a majat fecility at La Unién in April 2009. The projeaiost a total of
approximately US$170.0 million. Approximately US$00million of the project costs were financed ttlgbua credit facility
provided by the Japan Bank for International Coapen. Approximately US$45.0 million of the projembsts were financed
through government funds and the balance was fethttrough additional credit facilities. The paatifities are expected to be
operational in 2010.

Planta Térmica Atéos

The government undertook the installation of a 5@ Mhermal power plant at Atéos, to the west of Salvador. The project
cost a total of US$63.3 million, of which approximly US$58.6 million was financed through a loaonirCABEI. The balance
of the project costs were financed by government$u The power plant has been operational sincereer 2006. A second
phase for another 50 MW was developedlhgustrias Energéticag‘INE”), a private arm of CEL, and cost approximigt
US$69.1 million, including US$49.7 million from CAB and US$19.4 million from INE’s own resources.

Promotion of Tourism

The government believes that tourism representstanpial growth area for the Salvadoran economy hasl begun to
implement measures designed to foster developmfetiteocountry’s tourism sector. On December 21,5208e Legislative
Assembly enacted a new tourism law (tHeey de Turismo”or “Tourism Law”), which sets forth a frameworkrfohe
development of the tourism sector. The tourism lieywoses a special contribution levy of US$7.00dach person leaving the
country through the international airport, as wa#l a special contribution levy of 5% on lodging.eTtourism law also
contemplates the implementation of economic ingestio companies that engage in certain tourisimites.

All of the proceeds generated by the special doution levies will be allocated tGorporaciéon Salvadorefia de Turismo
(“CORSATUR?"), a state-owned company establishedid¢gelop the tourism sector. By law, these procemdst be used by
CORSATUR for the purpose of promoting the counttg'grism sector.

Education Initiatives (Plan Nacional de Educacion 20X1

In 2005, the government implemented measures dasigo improve the education system, promote greateess to
educational opportunities and encourage greatdicypation in the education system, particularlyrural communities. These
measures included:

« improving educational facilities throughout the ntry (including higher educational facilities knowsmegatecy

e increasing access to computers and the Internet;

e promoting English as a second language for allestts] and
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« implementing a conditional cash transfer prograrmovkm as Mutual Aid Communities, to encourage extignp@or
families to send their 5 to 15-year old childrerpte-school and primary school, fully immunize dhéin younger than 5,
and regularly monitor the health and nutritions$adf pregnant mothers and infants.

For the year ended December 31, 2008, governmemneitures in education increased to US$621.8anilfrom US$560.5
million for the year ended December 31, 2007, regméng an increase of 10.9%. As of the first mranths of 2009, government
expenditures in education increased to US$506.8omifrom US$445.3 million for the same period iA08. Under itsPlan
Nacional de Educacién 2021the government increased expenditures in the @freducation from 2.9% to 3.2% of GDP during
the period from 2004 to 2009.

In May 2009, the Legislative Assembly approved astitutional amendment providing that educatiompualblic elementary
and middle schools and at public schools for chitdwith special needs will be free of charge whemaged by the government.

Other Major Projects
Central Hidroeléctrica El Chaparral

The government is currently building a hydroelechiant with a capacity of 66.1 MW in the Easteide of the country. This
project is expected to be completed in 2013.

Proyecto Fomilenio

With a US$461.0 million grant from the United ®&tMillenium Challenge Account, the government ésalopingProyecto
Fomilenig which includes the construction of a highwayhia horthern part of the Republic that will connthet eastern region of
the Republic with the western region, thereby pitimg easier access to some of the poorest muniogsain the country. In
addition, the project will introduce electricity taral parts of the region, educational faciliteesl other social programs designed
to develop this region. Furthermore, the projeitt fimance agricultural business initiatives aslivas training and development
for the people in the region’s populatidiroyecto Fomilenigs expected to be completed by 2012.
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FOREIGN TRADE AND BALANCE OF PAYMENTS
General

In 2008, imports accounted for 44.1% of nominal GBPstly in the form of intermediate goods (42.6f4abal imports) and
consumer goods (30.5% of total imports). Exporhigeys have grown 37.7% from 2004 to 2008 primadilye to an increase in
exports in manufacturing products such as papen,fioeverages and tobacco, mineral products anel imetals. Based on
preliminary information, the current account ddfizf the balance of payments increased from 6.0%oofinal GDP in 2007 to
7.6% of nominal GDP in 2008 due to the increasenjports of goods and services and the reductigermttances. The trade and
services deficit increased from 21.6% of nominalRaduring 2007 to 22.5% of nominal GDP during 2008.

Tariffs and Other Trade Restrictions

Until the late 1980s, El Salvador used tariff bersito protect its domestic industry against fareigmpetition. Import duties
ranged from zero to 290.0%, with up to 25 differeaties. The government largely controlled expontish the international
commercialization of coffee and sugar in the hasfdstate-owned monopolies.

Since 1989, the Republic has significantly libexadl its foreign trade policy. The tariff structuras been simplified and
currently 95.7% of all imports are subject to tariat three principal rates: 0% for capital goodstween 5% and 10% for
intermediate goods and 15% for consumer goods €Td@ some products with different rates, suclewsljy, fine arts, guns and
ammunition. Import licenses have been eliminatedrfost goods and export license requirements heee keplaced by reporting
requirements primarily designed to ensure collectbdata relating to foreign trade. The natiorzffee and sugar boards were
dissolved, eliminating government involvement iagé industries.

Regional Integration and Free Trade

El Salvador has benefited from regional tradeatiies that have opened up the markets of Centrarican nations to other
nations in the region. Regional integration hasnbespecially beneficial to the manufacturing sectocreased access to
international markets and liberalization of tradarriers are components of El Salvador's plan toréase international
competitiveness, improve export revenues and eageuforeign investment. Prior to 2004, the Republitered into trade
agreements with Chile, Panama, the Dominican Répahl Mexico, among others. Since 2004, the Riéphhs intensified its
efforts to strengthen its trade arrangements ustpiimary trading partners including:

e participating in free trade agreements with varibasn American countries;

e participating in the Free Trade Area of the Amesinagotiations;

* entering into a free trade agreement with Taiwlaat became effective in March 2009;

« entering into a free trade agreement with Colonttéd is currently in its final stages of becomirfifgetive;

e participating in free trade agreement negotiatisite Canada; and

e participating in free trade agreement negotiattoriswer tariffs with the European Union, which atehe final stage.
Trade Initiatives Involving Central and Latin Ameri ca

The opening of the markets of Central America beagat960 when El Salvador, Guatemala, HondurasNiodragua (joined
by Costa Rica in 1963) signed the General TreatyClentral American Economic Integration (the “Getefreaty”), which
provided the framework for the CACM. The CACM enweised the creation of a customs union as a tempatap towards the
creation of a common market similar to the Europgaion. In 1995, the five members of the CACM agrée reduce gradually
their external tariff structures for goods producedside the Central American region. In Januar§02@he Central American
nations agreed to a tariff structure with, and 8dbran tariffs are currently set at, three prinicipdes: 0% for capital goods;

between 5% and 10% for intermediate goods; and fbf%onsumer goods.

In early 1998, El Salvador and several Central Acaer countries signed a free trade agreement WétDiominican Republic
intended to create a free trade zone in accordaitheNTO regulations. This agreement became effeatin October 1, 2001. In
October 1999, El Salvador, along with other Cen&alerican countries, entered into a free trade eagemt with Chile that
became effective on June 1, 2002. El Salvador, ébuae and Honduras reached a free trade agreeniniiexico, which
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became effective for El Salvador on March 15, 2001is free trade agreement with Mexico does notyafiptrade between El
Salvador and Guatemala or Honduras. On March &,2Bi0Salvador and Panama entered into a free tlgament that became
effective on April 11, 2003.

El Salvador entered into an agreement with Guatzneahccelerate the completion of the customs upioness between both
countries. As a result, they have established gpceinensible plan aimed at facilitating the areasashmerce, free trade, legal
logistics between both countries. This plan igrigied as a prototype to complete the process db@sgsUnion with the rest of
the countries around the region, which ha®envenio Marcoas a base for the establishment of theion Aduanera
Centroamericana

Trade Initiatives Involving the United States anduEbpean Union

El Salvador has been a beneficiary of the CBI sib@83, when the United States government establishe CBI to aid
Central American and Caribbean countries. The GBViges duty-free access to the U.S. market fatageigoods manufactured
and processed in CBI member countries. Excluded fiee original list of duty-free products were heektiles, clothing, oil and
oil derivatives. Sugar remains subject to quotdme TBI also contains rules of origin which requinat products must have at
least 35 percent CBI-country content in order telgible for duty-free treatment.

On October 2, 2000, the United States declaredaila8or eligible for enhanced CBI benefits avaabhder the Caribbean
Basin Trade Partnership Act of 2000 (the “CBTPAhe CBTPA significantly expands preferential treatinfor apparel made in
the Caribbean Basin region. Duty/quota-free treatni® provided for apparel made in the CaribbeasiBaegion from U.S.
fabrics formed from U.S. yarns. Duty/quota-freeatmeent is also available for certain knit appareldmin CBTPA beneficiary
countries from fabrics formed in the Caribbean Basgion, provided that U.S. yarns are used in ilognthe fabric. This
“regional fabric” benefit for knit apparel is subjeo an overall yearly limit, with a separate limprovided for t-shirts. Following
the expiration in December 2004 of the Agreementextiles and Clothing, a multilateral transitiormmtangement designed to
progressively integrate the textile and clothingteeinto the WTO regime, textile quotas have beléninated.

Duty/quota-free treatment is also available foraappmade in the Caribbean Basin region from fabdetermined to be in
“short supply” in the United States, and for desigd “hand-loomed, handmade or folklore” articlesaddition to these apparel
preferences, the CBTPA provides NAFTA-equivalenifftareatment for certain items previously exclddérom duty-free
treatment under the CBI programd, footwear, canned tuna, oil products, watchesveaidh parts).

On August 1, 2002, the U.S. Congress passed theéeTAgt of 2002, which granted Trade Promotion Awtijoto the
President of the United States permitting him teehdull authority to negotiate trade agreementsteAkeveral rounds of
negotiations, the United States signed a free taggdeement with the five members of the Central AcaeEconomic Integration
System on May 28, 2004. Subsequently, the DominRepublic became a party to the free trade agreemew referred to as
the U.S.-Dominican Republic-Central America Freadie Agreement or the DR-CAFTA. The DR-CAFTA, whishsubject to
the ratification and implementation by the respextiegislatures of the parties to the agreemens, leen ratified and
implemented by the United States and El Salvador.March 1, 2006, the DR-CAFTA became effective lestvthe United
States and El Salvador.

Under the DR-CAFTA, El Salvador agreed to lowerigiiton U.S. products over a period of 20 yearshim d¢ase of
agricultural products and over a period of 10 yéatte case of industrial products. Over half oglfarm exports, including high
quality cuts of beef, cotton, wheat, soybeans, fkeiys and vegetables, processed food productswéand, are now duty free.
Other products enjoying duty free access includerimation technology, agricultural and constructiequipment, paper,
chemicals and medical and scientific equipment.

The United States, on the other hand, has grammedediate duty free access to approximately 89% loS&lvador's
agricultural products, including natural honey,tagr fruit juices, carbonated drinks, beer, andeptathnic products such as
ajonjoli, loroco, queso duro, quesadillas, tamalasd pupusas Almost all of El Salvador’s industrial productspexted to the
United States now receive duty free access un@eDB+CAFTA. These products include canned tunagjewtextiles, ready-to-
wear clothing, footwear, crates, hooks and othedpcts made of steel or iron.

In addition, the Central American countries are atieding with representatives of the European Union a free trade
agreement between the two regions which is initre §tages of negotiations.
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Composition of Foreign Trade

The Republic’s largest trading partners are thetddniStates, Guatemala and Honduras. The follownahigtsets forth the
country of destination of the Republic’s exportstfee periods presented.

Merchandise Exports by Country of Destination

Percentage of

For the Year Ended December 31, Total Exports
2004 2005 2006 20079 2008" 2004 2008"
(in millions of US dollars, except percentages)
North America
CANAGA .....cviciecieeieee ettt ettt st et e besteetesteeaeebssmmmmmeanens $ 1338 $ 223 $ 263 $ 120 $36.2 0.4% 0.8%
Mexico.............. 35.8 42.0 44.0 475 48.3 1.1 1.1
United States 2,166.2 1,819.3 1,980.5 2,028.1 2,184.3 65.5 48.0
Central America
Belize..... 8.8 9.5 119 12.7 17.2 0.3 0.4
Costa Rica ... 100.4 111.4 118.9 137.2 166.2 3.0 3.7
Guatemala.... 386.8 417.7 468.6 539.5 620.6 11.7 13.6
Honduras ...... 205.5 476.7 404.0 445.6 589.4 6.2 13.0
NICATAGUAL ..ttt ettt sttt s ettt st b s smmmee s 128.6 158.1 195.4 220.3 251.8 3.9 5.5
South America and the Caribbean
[ 111 PSSR 2.6 1.9 0.7 2.6 17.2 0.1 0.4
Dominican Republic... 25.2 39.1 50.7 63.4 62.3 0.8 14
Panama......... 46.1 52.0 63.6 90.6 122.8 1.4 2.7
Puerto Rico ... 5.3 9.3 11.7 6.4 3.7 0.2 0.1
VENEZUEIA ..ottt emmees et e e e et ee s emmmmma s 2.3 3.8 4.7 54 8.1 0.1 0.2
Europe
BENEIUKD......ooveveiieieieeeee sttt menm s e 135 26.5 234 24.1 50.7 0.4 1.1
Germany... . 34.2 452 96.5 105.2 123.1 1.0 2.7
(0] 13T OO 129.5 183.4 204.7 2434 247.3 3.9 5.4
TOMAL ettt emeem ettt ettt snmmne e enee $ 33046 $ 34182 $ 37056 $ 39840 $ 45491 100.0% 100.0%

(1) Preliminary.
(2) Belgium, Netherlands and Luxembourg.
Note: Since 2005, the source foaquilainformation is the Salvadoran Customs Bureau.

SourceBanco Central de Reserva de El Salvador.

In 2008, 36.2% of El Salvador's merchandise exporsnt to Central American countries, compared tadl@bin 2004.
Primarily as a result of the free trade agreemsdtit Mexico, Chile, Panama and Dominican Republicahandise exports to
those countries has increased from 3.3% in 2008.586 in 2008. Exports to the United States deeddsom 65.5% of the
country’s total exports in 2004 to 48.0% in 2008marily due to the decline imaquilaproduction. Exports to the United States
consist primarily omaquilaproducts, coffee, sugar, shrimp, apparel andlésxti
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The following table sets forth the composition loé iRepublic’s major exports for the periods preseént
Merchandise Exports (FOB) by Groups of Products

Percentage of

For the Year Ended December 31, Total Exports
2004 2005 2006 2007 2008V 2004 2008V
(in millions of US dollars, except percentages)
MBGUITAL ...ttt $ 19231 $ 18213 $ 1,7753 $ 1,803.7 $ 1,928.358.2% 42.4%
Agricultural products
COMBE ittt ettt ettt et emmeen 123.4 163.6 188.7 187.2 258.7 3.7 5.7
(010 1=Y SO O O UU O UUURPRPSUIN 44.3 39.2 48.5 67.3 73.7 1.3 1.6
Manufacturing
PAPET ...ttt e 128.8 147.5 166.5 195.8 2234 3.9 4.9
TEXHIES ...t et s 130.2 117.5 1215 133.9 154.4 3.9 3.4
Shoes and foOtWear..........ccoeveveeiisveeeeeee e 19.3 195 21.4 27.3 29.8 0.6 0.7
Food, beverages and tODACCO ............c.emememmeeserieriinienieeiieee e 284.7 348.3 387.2 473.5 535.5 8.6 11.8
Chemicals .......ccoeveiirenineniceine 159.2 209.9 371.8 343.5 430.9 4.8 9.5
Mineral products 713 70.4 99.9 136.0 188.3 2.2 4.1
Base metals and articles..............oc.o e seeseereneenns 166.3 188.3 208.6 246.5 282.8 5.0 6.2
Plastic, rubber and articles ............coeeeeerieiieieieiesceeee e 86.6 110.5 126.8 160.3 196.3 2.6 4.3
Animal products
SHIFIMP ottt et sttt s st e 5.0 2.9 2.4 0.8 0.5 0.2 0.0
29.4 41.0 37.8 41.7 394 0.9 0.9
133.0 138.4 149.5 166.6 207.1 4.0 4.6

$ 33046 $ 34182 $ 3,7056 $ 3,984.0 $ 45491 _100.0% _ 100.0%

(1) Preliminary.
Note: Since 2005, the source foaquilainformation is the Salvadoran Customs Bureau

SourceBanco Central de Reserva de El Salvador.

In 2008, total exports increased by 14.2% as coetpé&r total exports in 200Maquila exports decreased by 7.7% from
US$1,923 million in 2004 to US$1,775 million in @ue to increased competition from China, othelaA<ountries and
Nicaragua resulting from lower labor costs in thesentries and the expiration of the Agreement emtiles and Clothing in
December 2004. Additionallynaquila exports declined sharply in the last quarter dd®@ue to Hurricanes Stan and Katrina,
which temporarily discontinued the importation nputs from the United States and negatively affet¢ie production of these
exports. Howevemaquilaproducts continue to be the main component ofail&lor’'s exports. El Salvadorsaquilaexports
increased slightly to US$1,804 million in 2007 aesult of the tariff benefits under the DR-CAFTAreement and the increase
in non-textilemaquila sales (e.g., electronic chips), mitigating theateg effects of competition from China and endthg
downward trenanaquilaexports had experienced in previous years.

Coffee exports increased by 109.6% from US$123IHomiin 2004 to US$258.7 million in 2008. Highertérnational coffee
prices contributed to this increase.

The country’s exports of food, beverages and tobdw/e increased since 2004 at an average anrteabfrd 6.4%, from
US$284.7 million in 2004 to US$535.5 million in B)Qlue to the increase in exports of food and lz@es to Central American
countries, Panama, the Dominican Republic and thitet) States.

Non-traditional exports increased by 19.0%. Thestmgignificant non-traditional exports were cookesa and frozen
tenderloins, ethylic alcohol, prepared medicinem,i steel and their manufactures, toilet tissaked products from iron or steel,
plastic boxes, bags, bottles, caps and contaitrepgrticular, the country’s exports of chemicadé increased since 2004 at an
average annual rate of 23.5%, from US$159.2 millior2004 to US$430.9 million in 2008, due to thergase in exports of
ethylic alcohol and prepared medicines.

During the first nine months of 2009, exports amedrio US$2,889 million and experienced a decrefd&.4% compared to
the same period in 2008. This decrease was mattijputable to the decreaseméquilaproducts and non-traditional exports,
which decreased by 23.3% and 14.8%, respectiv@haditional exports decreased less than non-tradditi because of higher
sugar prices, which resulted in an increase inrsegaorts of 15.8%.
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The following table describes the origin of the Rielic’s imports during the periods presented.

Merchandise Imports (CIF) by Country of Origin

Percentage of
For the Year Ended December 31, Total Imports
2004 2005 2006 2007 2008Y 2004 _2008Y
(in millions of US dollars, except percentages)

North America

CANAUA....c.vicviiieie ettt ettt st tebe b ereenan $465 $ 545 $ 623 $ 555 @5 0.7% 0.7%
i 374.2 510.3 600.5 843.1 874.5 5.9 9.0
UNItEA STAES....ccviceiieieeecticie ettt e ettt et emme et e enens 2,969.7 2,466.2 2,708.7 3,146.5 3,336.6 46.9 34.2
Central America
(01 t= W = To7- SR 1745 180.5 2195 248.5 261.0 2.8 2.7
GUALEIMAIA .....c.veveeectieie ettt v et ammre ettt ebeeaeenas 506.0 567.5 631.0 744.1 826.8 8.0 8.5
HONAUIAS ...ttt et eeee ettt 153.1 175.7 277.6 299.5 375.4 2.4 3.8
[N To= U= Vo [N T SR PPSR 1115 127.4 152.1 164.4 198.9 18 2.0
South America and the Caribbean
ATGENEING L.vivitiieieiee ettt ettt s 73.6 70.5 126.1 116.1 775 1.2 0.8
2T 4| RS 168.4 263.2 283.1 291.2 330.3 2.7 3.4
Colombia. 58.2 61.7 85.4 83.2 173.9 0.9 18
Chile..... 73.7 100.6 133.2 140.7 163.7 1.2 1.7
Ecuador ... 94.7 1154 155.9 222.6 354.3 15 3.6
Panama ... 146.3 165.6 206.7 187.7 198.7 2.3 2.0
Peru............. 20.7 55.2 28.2 62.1 28.9 0.3 0.3
VENEZUEIA. ..cuvi ittt emeeemere e ammne et s 244.6 2235 135.1 112.6 193.9 39 2.0
Europe
BENEIUXD ...t 43.8 51.4 67.0 74.8 87.4 0.7 0.9
Germany.. 92.7 118.7 126.6 130.6 154.9 15 1.6
Japan....... e 1341 127.7 1575 180.1 186.9 2.1 1.9
Other-...... .. 8428 12542 15062 16084 1,861.3 13.3 19.1
TOMAl oo $6,3289 $6,689.7 $7,6626 $8,711.7 $9,754.4 100.0% 100.0%

(1) Preliminary.
(2) Belgium, Netherlands and Luxembourg.
Note: Since 2005, the source fomquilainformation is the Salvadoran Customs Bureau

SourceBanco Central de Reserva de El Salvador.

From 2004 to 2008, El Salvador’s trade deficit vilie United States increased from US$803.7 miilioa004 to US$1,152.6
million in 2008. This increased trade deficit wasedrimarily to a decline imaquilaexports as a result of the expiration of the
Agreement on Textiles and Clothing in December 200dich resulted in a decline imaquila and nonmaquila textile and
clothing exports in 2005, and an increase in thgoirhof consumer goods attributable in part toramméase in worker remittances
from Salvadorans in the United States.

The United States is the principal source of Ev&abr's imports. Imports from the United State2098 consisted primarily
of mobile phones, diesel ail, corn, kerosene, praxind polyethylene. Imports from the United &tatiso consisted of cotton, oil
products, wheat, automobiles, flour and raw maeefa maquila

Maquila imports, as a percentage of total imports of gpdésreased from 23.0% in 2004 to 13.1% in 200®viohg the
decreasing tendency ofaquilaexports.

For the first nine months of 2009, imports of cansu goods, intermediate goods and capital goodsedsed by 15.8%,
37.8% and 24.6%, respectively from the same perid?D08. Total imports have decreased by 29.4%oaspared to the same
period in 2008. Crude oil and oil byproducts impaatso decreased from US$2,094 million in the fiisie months of 2008 to
US$983.0 million in the equivalent period of 2009.
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The following table sets forth the compositionoé Republic’s imports for the periods presented.

Merchandise Imports (CIF) by Type of Goods

Percentage of
For the Year Ended December 31, Total Imports
2004 2005 2006 2007 2008V 2004 2008Y
(in millions of US dollars, except percentages)
$ 17842 $ 21329 $ 24256 $ 2,821.1 $ 2,974.0 8.2% 30.5%

CONSUMET GOOUS.....cuviiuieieieiteieteetiectee sttt emmmem e eaaesreeeaeebeesreesneeaeenes
Non-durable......... 1,448.0 1,807.1 1,984.1 2,252.0 2,514.3 22.9 25.8
Durable ........ccccuve.e. 336.2 325.9 441.4 569.1 459.7 5.3 4.7

INtermediate GOOUS......cceiiieiierieeee e emmem e sreeseenes 2,096.4 2,343.6 2,877.9 3,289.0 4,157.3 331 42.6
Manufacturing......... 1,629.0 1,836.9 2,306.4 2,666.8 3,341.0 25.7 34.3
Agriculture 1171 144.8 141.5 179.0 239.8 1.9 25
(0] 5] (o3 1o o SRR 289.6 301.0 3944 401.1 525.8 4.6 5.4
Other............. 60.8 60.8 35.6 42.2 50.8 1.0 0.5

(07 o]1 £= U €10 o Lo 3ROSRSO 990.1 1,008.2 1,216.4 1,365.1 1,341.4 15.6 13.8
Manufacturing 257.8 284.9 3575 423.9 455.5 4.1 4.7
LI = L3 o1 3 SO SN 437.0 419.3 445.0 563.3 473.0 6.9 4.8
Agriculture ... 45.0 155 179 20.4 19.9 0.7 0.2
Construction. 59.6 63.1 81.4 81.2 101.3 0.9 1.0

190.7 225.4 314.6 276.2 2915 3.0 3.0
1,458.2 1,204.9 1,142.7 1,236.5 1,281.7 23.0 13.1

$ 63289 $ 6689.7 $ 76626 $ 8,711.7 $ 9,754.4 100.0%  100.0%

(1) Preliminary.

SourceBanco Central de Reserva de El Salvador.

Balance of Payments

The current account of the Republic’s balance ghpnts for the past five years has been charaetbby deficits, which
have been financed in most years by capital ananfilal account surpluses. In 2007, the currenbwatcdeficit widened
significantly while the capital and financial acooulecreased. For 2008, the current account deficitinued widening while the

capital and financial account registered a US$1&i8llion surplus.
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The following table sets forth the Republic’s balarf payments for the periods presented.

Balance of Payments

For the year Ended December 31,
2004 2005 2006 2067 2008"
(in millions of US dollars, except percentages)

CUITENt ACCOUNT ...ttt memme et $ (641.9) $ (610.2) $ (783.2) $ (1,221.3) $ (1,681.9)
Trade and services balance...............ccoceeueeeene. (2,739.0) (3,066.2) (3,724.3) (4,395.1) (4,977.6)
Exports (FOB goods and services) ..........ce..... 4,290.4 4,392.3 4,773.5 5,168.8 5,651.7
Imports (FOB goods and Services) .............. 7,029.4 7,458.5 8,497.9 9,563.9 10,629.4
INCOME ..o s (457.9) (578.8) (531.0) (576.1) (536.0)
Transfers......ccoiiiiciicc s 2,555.0 3,034.8 3,472.1 3,749.9 3,831.7
PIVALE ..covviercrcc e mmmm e 2,541.4 3,015.6 3,457.4 3,719.2 3,823.1
REMIANCES ..o 2,547.6 3017.2 3,470.9 3,695.3 3,787.7

PUDBIIC ..o e 13.6 19.2 14.8 30.7 8.6
Capital and financial account...............cememeevieennnnens 275.7 929.1 1,094.2 400.1 1,379.8
Capital aCCOUNt.......cccuviveieieeie e eeeeee e 100.3 93.6 96.8 150.5 79.8
Financial account...........ccccccvceiiiniccnnnccneiene, 175.4 835.5 997.4 249.6 1,300.0
Direct INVeStMENt..........ccoveeirveiiicemeeee e, 365.9 398.3 267.5 1,408.2 718.8
ADFOAd ...ttt 2.7 (112.9) 26.4 (100.3) (65.4)

In reporting economy ..........cccceveveirnenne. 363.2 5111 2411 1,508.5 784.2

Portfolio Investment........... 57.2 104.5 777.4 (196.4) 137.6

Assets ....... (124.7) 18.1 62.3 (92.5) 193.9

Liabilities .......... 181.9 86.4 715.1 (103.9) (56.3)

Other Investment ...... (300.1) 273.8 24.1 (682.0) 777.3
ASSELS ...oeovieeerees e sene e (159.7) (256.7) (60.5) (214.1) 158.9

Liabilities .......cccvvririiiciiccmmem e (140.4) 530.6 84.6 (467.9) 618.4

Change in ReServls ...........ccocovvvevveevevnrivnnnn, 52.5 58.9 (71.6) (280.2) (333.7)

Net errors and OMISSIONS .........cceveveuvrereeerereeieerenennnnas $ 366.2 $ (318.9) $ (311.0) $ 821.2 $ 302.1

(1) Preliminary.
(2) Figures in parentheses indicate an increase.

SourceBanco Central de Reserva de El Salvador.
Current Account

In the years following the signing of the Peace @kd¢ the trade and services deficit grew from U$ddillion in 1992 to
approximately US$5.0 billion in 2008, affecting tgeowth of imports at a higher rate than the growthexports during the
period. Imports increased primarily due to remites) from abroad, which are used in El Salvador ipdar consumption. In
addition, since 2001 higher oil prices have ha@gative impact on the current account, particulidyn 2004 to 2008. In 2007
and 2008, the increase in food prices and the itgdontermediate goods contributed to the riséotdl imports.

Oil imports totaled US$1,358 million in 2007, repeating a 25.6% increase from 2006. The servicésitdeesulted from
higher payments for freight and insurance that vsetefully offset by inflows from the tourism sectand communications.

Transfers from abroad in the form of worker remmtt@s increased from US$858.3 million in 1992 to 8/388 million in
2008 and represented 17.1% of GDP in 2008. Dtieemumber of Salvadorans who emigrated to esd¢egpeitil war as well as
those who left the country seeking improved ecororonditions, worker remittances have been a saamf source of funds and
an important factor in the composition of the coyist current account and in 2008 represented apmaely 39.9 % of all
current account inflows in the balance of paymeritbe impact of these remittances on the countsglaince of payments has
been two-fold. First, by raising national incomeorieer remittances generally increase private coipsiom of foreign and
domestic goods and services, which could creatatiofiary pressures. Second, by partially funding increased demand for
imports, the inflow of worker remittances has restlithe current account deficit. There can be naraeses as to the levels of
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worker remittances in the future, as the leveleshittances is subject to various social and ecoadaaitors, such as the return to
El Salvador of some of the workers currently in thated States, changes in U.S. immigration po(ingluding the possibility of
a future withdrawal of the temporary protectedusafforded to Salvadoran immigrants in the UniBtakes), the deaths of older
recipients of remittances, the eventual employneéryounger recipients of remittances and the eistatlent of families outside
of El Salvador by Salvadorans who remain abroad.

Remittances (in nominal terms) have grown each gesing the period from 2004 through 2008. Remittnincreased in
2008 as compared to 2007, rising from US$3,695ianilto US$3,788 million (an increase of 2.5%) aedresented 17.1% of
GDP in 2008, compared to 16.1% of GDP in 2004. iRantes for the nine-month period ended SepterB®eP009 decreased
by 10.3% to US$2,584.1 million from US$2,881.0 ioill for the comparable period in 2008 as a consswpief the deterioration
of the labor market in the United States.

In the first two quarters of 2009, the current astaegistered a deficit of US$114.4 million, reggeting an 86.2% decrease
compared to the same period of 2008, largely duba@ffects of the global economic crisis andltiveer inflows of remittances
into the Republic. In addition, there was a deseeat 30.7% of imports as well as a decrease @Patn exports.

Capital and Financial Account

In 2001 and 2002, transfers from grants increaskalfing the 2001 earthquakes. For the five-yesiqu from December 31,
2004 to December 31, 2008, the capital accounstegid a surplus due mainly to transfers from abrpamarily through grants
from bilateral and multilateral sources. The aapiccount transfers have been stable and aveesgadd US$104 million during
the last five years.

For the five-year period ending December 31, 2@B8,financial account consistently reflected a ksrprimarily due to
inflows from foreign direct investment, issuancgstiie Government of external notes and loans teatgibanks. In 2007, the
direct investment of financial accounts was fiveds greater than that recorded in 2006, at US$1i0dn, as a result of
receipts from the sale of bank assets to foreignkda

The Investment LawlLey de Inversiongsenacted in 1999, implements reporting requirdsémat permit a more accurate
measurement of foreign direct investment in El &dbr. The Investment Law also clarifies certailesudirected to protect
foreign investments in El Salvador. Foreign investinmust be registered with the National Investn@ffice of the Ministry of
Economy. While the Investment Law recognizes ttoégation of investor’'s property rights, expropigatis permitted for public
interest reasons with fair compensation paid toinkiestor. There are no limitations on repatriatidrprofits. Registered foreign
investors are entitled to repatriate their investim@us any capital gains and are exempted frorhheiting tax on dividends.
Investors are still responsible, however, for inedia, labor, social security, bankruptcy and otégal obligations.

Foreign direct investment (“FDI”) in 2008 registdreS$719.0 million, mainly due to a US$370 millimvestment in the
financial sector. FDI in 2007 significantly increalsto US$1,408 million, compared to US$268 millinr2006, primarily due to
foreign direct investment in the financial sectwhich has been the main target of FDI in the lasary. FDI in the financial
system amounted to US$102.2 million in 2005 pritgatue to the merger of Scotiabank a®anco de Comercio de El Salvador
and the acquisition oBanco Salvadorefiby Grupo BanistmpS.A. (Panama). After declining in 2006, FDI letfinancial
system reached US$1,167.5 million in 2007 due mdimICitibank’s acquisition of Banco Uno and BarCoscatlan as well as
Bancolombia’s acquisition of Banco Agricola.

During the five-year period ended December 31, 2p08&folio investments were affected primarily doghe issuance by the
Government of external notes amounting to US US$48llion in 2003, US$286.5 million in 2004, US$3@ million in 2005
and US$625 million in 2006. In 2007, portfolio @stments had a net outflow of US$196.4 million careg to an inflow of
US$777.4 million in 2006 mainly due to the facttthe2007 the Government did not issue any newhtetiness and redeemed
outstanding notes for US$50.0 million.

For the first six months of 2009, the capital amhrcial account showed a US$5.8 million net outflsesulting from a
US$360 million net external payment on the lial@fitside associated with the payment of exterreaiddoy the private banking
and non-banking sector. For the first six montfi2@09, foreign direct investment was US$33.4 wiilli which primarily
consisted of investment in sectors suchmasjuilg financing, trade and communication. External tsdecreased to US$304.3
million due to the repatriation of capital by barsesd the private sector.
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Foreign Currency Reserves

At December 31, 2008, net international reservéBRS") totaled US$2,541 million, an increase of@P. from December
31, 2007. At December 31, 2008, the Central Beak international reserves equivalent to 3.6 monthgh of goods imports,
excluding maquila As of September 30, 2009, NIRs reached US$2,63&lllon, as measured using a gold value of

US$506.54/troy ounce.

The following table sets forth NIRs of the Centalnk for the periods presented.

Net International Reserves

At December 31,
2004 2005 2006 2007 2008
(in millions of US dollars, except months)

Assets:
Gold® 1389 $ 1102 $ 840 $ 888 $ 1019
Foreign currencies.. 1,714.1 1,684.9 1,782.2 2,069.5 2,404.1
Cash....ccooeveeennnnne 70.1 789 16.0 9.9 122.2
Deposits abroad... 474.0 580.3 1,016.5 632.9 766.3
Investments ................ 1,170.0 1,025.7 749.7 1,426.7 1,515.7
Special drawing rights ... 38.7 35.7 375 39.1 38.9
(@1 =T OO U SOO SRR P UPRRUTORTTOR 1.1 2.2 4.4 0.9 0.5
Liabilities: 1,892.8 1,833.0 $1,908.2 $2,198.4 $2,545.4
4.5 3.6 1.0 0.9 4.5

TOtAl HADIIHIES ...veeveeeie ettt et e et nae et enee s
NEt INtErNAIONAI FESEIVES .....c.veectieieie ettt et sttt smmmmr e be et srenreesns

$ 18883 $ 18294 $ 19072 $ 2,1975 $ 2,540.9

(1) For 2004, 2005, 2006 and 2007, gold was valaet)S$331.42/troy ounce, US$337.89/troy ounce, B8%3l/troy ounce and US$398.00/troy ounce,
respectively. For 2008, gold was valued at US$456®y ounce.

SourceBanco Central de Reserva de El Salvador.
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MONETARY SYSTEM
The Central Bank (Banco Central de Reserva de El Salvayor

Created in 1934, the Central Bank was reorganiaek®®1 with the objectives of controlling inflatiopreserving the internal
and external value of the national currency andhia@ing adequate levels of liquidity in the fin@isystem. The Central Bank
is prohibited from financing, directly or indiregtithe government or any state-owned entities,ramfinvesting in securities
issued by any of them.

The Central Bank is an independent institution gogd by a board of six members who are appointdiveéeyear terms and
are removable only for cause. The President ofctetral Bank, one of the six board members, is imppd by the President of
the Republic. The Executive Cabinet chooses theaireng Board members pursuant to nominations frbe lbanks, the
Economic Cabinet, the private sector and professiorganizations.

The Central Bank issudSertificados Negociables de Liquid€ZENELIs”), which are short-term US dollar-denoraiad
liquidity management instruments that are auctiomgdhe Central Bank weekly every Monday, @whos BC which are US-
dollar denominated medium-term instruments intentteghrovide greater stability and liquidity to tlgentral Bank. As of
December 31, 2008, a principal amount of approxégdt)S$73.2 million of CENELIs were outstandingmgeared to US$268.4
million as of December 31, 2007.

In December 2008, the Central Bank received a US®4hillion loan from the IADB to provide liquiditgnd support to
productive projects in the private sector. As aiyV2009, approximately US$187.0 million had beabdised. Of that amount,
the Republic has repaid approximately US$149.3anilas of October 2009.

In January 2009, the Central Bank and the Minisfrizinance reached a stand-by agreement with tieeniational Monetary
Fund for approximately US$800.0 million to strerggihthe financial sector. The program has beenetleas a precautionary
instrument to deal with the global economic crisla. September 2009, the Republic requested theetlation of the program.
The IMF deemed the program a success because phubliRedid not need to use such funds.

In September 2009, the Republic reached a staraiiement with the IMF for approximately US$800.iliom, which the
Republic plans to treat as a precautionary meaaganst the global economic crisis and does nenahto draw on it. The main
objectives of the agreement are to safeguard figndl financial sustainability, catalyze resourcesnf private investors and
multilaterals, provide space for countercyclicalasieres aimed at buttressing domestic demand in 2002010 and support the
administration’s development plan for 2009-2014.

Financial Sector

The entities participating in the financial systémEl Salvador include commercial banks (two aratesbwned banks
specializing in incentive credit), insurance conipanbroker/dealers, one security depository, foperating rating agencies,
bonded warehouses, financial leasing companiegrfag companies, the El Salvador Stock Exchangkthe Deposit Guaranty
Institute.

In the early 1980s, the government nationalizeg¢@thmercial banks and savings and loans assocatizuring the ensuing
years, the operation of the financial system wasgfently in the hands of political appointees, agdl989, the system was
essentially insolvent. As the state-owned banks poblic confidence, private entities were formetl aaccepted deposits and
extended credits. Beginning in 1989, the Repubtigam the modernization of the financial systemughothe reorganization of
the Central Bank, the regulation of financial ingtons and the privatization of the banks throtlgé sale of shares to bank
employees and individual shareholders.

Following the privatization of the banking system 1992, the Central Bank recognized an accountivaae from the
government for approximately US$100 million in cention with bad loans the Central Bank had absoft®d the privatized
entities. Since such time, the financial sectdElirsalvador has grown steadily and, at DecembeR@08, the aggregate value of
deposits in the system was approximately US$8IBbjlincluding deposits held by the two state-odimanks. As of the first
nine months of 2009, the aggregate value of deposithe system was approximately US$8.8 hilliorcjuding deposits held by
the two state-owned banks.

The Banking Law imposed on financial institutiorepital adequacy requirements and other standamissponding to the

Basle Accords. Under applicable law, the capitacadcy requirement of 11.5% in 2004 was increasd@® 0% in 2005 and has
not been subsequently modified. The Superintendeftlie Financial System supervises compliance thidse standards. The
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Banking Law, enacted in 1999, includes limits oarle to shareholders, establishes minimum capitglirements and regulates
supervisory powers and the independence of therBigedency of the Financial System. The Depos@ér@nty Institute, created
by the Banking Law, guarantees deposits up to UEHB8and has the authority to contribute funds tokbawith liquidity
problems. It was originally funded by the governinamd currently receives obligatory contributionsnfi banks operating in the
financial system. The Banking Law also governstthasparency and reporting requirements of bamkppses audit standards
and limits related party loans and other transastim increase the responsibility of the banks.s8gbent amendments to the
Banking Law provide greater protections to depesityy creating stricter capital and risk managemeqguirements and granting
broader authority to the Superintendency of thekamal System with respect to troubled financiatitntions. The next revision
of the Banking Law is set to take place in 2010.

In 2005 the Superintendency of Finance raised timémmam paid-in capital requirement for banks, iregiag it from $12.0
million to $13.0 million. Effective as of July 200 the Superintendency of Finance raised the paidapital for banks
requirement for banks to US$14.2 million and onagenaised this requirement to US$16.0 millionanwary 2009.

Commercial Banks

As of December 31, 2008, the Salvadoran bankintesy$iad a total of 12 banking institutions, of whitO were foreign-
owned banks and two were state-owned banks. Aseaelber 31, 2008 the amount of assets in the privabking sector
amounted to US$12.9 billion. As of September 3MPthe Salvadoran banking system had a total dfat&ing institutions, of
which 11 were foreign-owned banks and two wereesta&tned banks. The amount of assets in the pribat&king sector
amounted to US$12.3 billion.

The following table sets forth the total assetshef Salvadoran private banking sector and the ptage of non-performing
loans over total loans.

Banking Systen®

For the Year Ended December 31,
2004 2005 2006 2007 2008
Total assets (in billioNs 0f US dOIIAIS).....coceceeuiiiiiiiiiiiiiiiiiicse s ememee st $ 102 $ 107 $ 113 $ 125 $ 129
Non-performing 10ans (as % Of tOtal [0ANS) ..cceweuriveieiiiiiiirii it memee et sn e 2.1% 1.9% 1.9% 2.1% 2.8%

(1) Excluding the two state-owned banks.of December 31, 2008, the aggregate asseta@ngerforming loans as a percentage of total ladiise two state-owned
banks were US$0.6 billion and 1.8%, respectively.

SourceBanco Central de Reserva de El Salvador.

In 2005, Scotiabank anBanco de Comercio de El Salvadtwo private commercial banks, merged to form @beink El
Salvador. In 2005, Grupo Banistmo, S.A. (Panancguiaed a majority stake in Banco Salvadorefio.2006, HSBC Group
(United Kingdom) acquired Grupo Banitsmo. In 20Bipo Bancolombia (Colombia) acquired Banco Agdcahd Citibank
acquired Banco Cuscatlan and Banco Uno. In Seme2®08 Banco Cuscatlan and Banco Uno merged aambeld its name to
Banco Citibank. In July 2009 Banco Azteca initthtgerations in El Salvador.

Commercial banks are under the supervision of theeBntendency of the Financial System and areestilip periodic
reporting requirements and mandatory audits. Coriaddsanks are required to maintain a certain paege of their deposits as
a reserve deposited at the Central Bank in the fafrieash or securities issued by the Central B&ae “— Interest Rates and
Money Supply.”

Cooperative Banks and Savings and Loans Companies

The financial system in El Salvador also includesperative banks and savings and loans compamegppsly known as
“non-banking financial intermediaries”, consistipgmarily of cooperatives/credit unions (entitiemstituted to provide financial
services to their members), federations (orgarinatof cooperatives engaging in the same typenahfiial activity that provide
assessment and technical assistance servicesittonamber cooperatives) and savings and loans coiepgnon-governmental
financial entities that may collect deposits frohe tpublic and make loans). The cooperative bankk savings and loans
companies are supervised by the SuperintendendpheofFinancial System pursuant to they de Bancos Cooperativos y
Sociedades de Ahorro y Crédifilve “Cooperative Banks and Savings and Loans Campd.aw”), which became effective in
2001 and was subsequently amended in 2008. Thegriqf the creation of these entities by the Caiper Banks and Savings
and Loans Companies Law is to improve access téirthacial system for micro and small enterprisgestigh competition.
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Pension Funds

In 1996, El Salvador enacted a new pension syss@mpursuant to which a substantial portion of ghélic, pay-as-you-go
pension system was replaced by a private pensiod $ystem based on individual capitalization actaudnder the private
system, which became effective April 15, 1998, iparating workers make monthly contributions tovattie pension funds which
invest in permitted Salvadoran securities. Curiertiere are two operating pension funds, plus amdditional fund which is in
liquidation and the assets of which will be transfd to the other two funds. See “The SalvadoraanBmy — Social Security —
Pension Reform.”

State-Owned Financial Institutions

In addition to the Central Bank and the mezzanimeklBMI, the state owns three other financial instituticgesch of which
was chartered for the purpose of extending credit $pecific sector of the economy:

e Banco de Fomento Agropecuario (Rural DevelopmenkiBa
« Banco Hipotecario de El Salvador, S.A. (MortgagelBaf El Salvador);

» Fondo Social para la Vivienda (Social Housing Fund)

These institutions extend credit on favorable tefftese state-owned entities are governed by dpegislation in addition to
the general rules applicable to private finangiatitutions and, at December 31, 2008 had tota@tass US$1.4 billion and total
liabilities of US$1.1 billion. The Fondo de Finaaiiento y Garantia de la Pequefia Empresa (“SmalhBss Finance and
Guaranty Fund”), another bank owned by the stass, liguidated in July 2007. At September 30, 2088 state-owned entities
had an aggregate of approximately US$0.6 billiototal assets and approximately US$0.5 billioroitaltliabilities.

Capital Markets

The Salvadoran capital markets are regulated bi¢lgalel Mercado de Valorgthe “Stock Exchange Market Law”) and the
Ley Organica de la Superintendencia de Valdthe “Superintendency of Securities Law”) enadtedi995 and 1996,
respectively and are supervised by the Superinterydef Securities. Trading activity in El Salvadocapital markets has
decreased in recent years mainly attributabledecaease in the trading of repos. Retail tradingdebt and equity securities of
private Salvadoran issuers is relatively new arsirbanained limited thus far. Most of the tradingSaivadoran capital markets
involves the purchase and sale of government sesurirhe El Salvador Stock Exchange opened in B@@Pcurrently lists 119
entities. Of those entities, 7 commercial banksgcdmpanies, 4 public institutions, 10 sovereigies and 28 international
entities executed transactions during 2008. BB2WS$4.5 billion worth of securities were tradedthe El Salvador Stock
Exchange, representing a decline compared wittUB5.8 billion of the securities traded in 2007.

Interest Rates and Money Supply
The following table sets forth the average annuigrest rates for the periods presented.
Average Interest Rates

2004 2005 2006 2007 2008
(in percentages)

Loans
ES] 1] 5 (=T 11 TSP 6.3% 6.9% 75% 78% 7.9%
[0 T (T 0 PN 7.7 8.2 9.0 9.4 9.7
Deposits
BO-0AY .ottt e bbb e R h e R R R semmns bbb 3.2 3.2 4.5 4.9 4.1
TBO-OAY ..ttt bR b h b E bbb e b s emmnme e e 33% 34% 4.4% 47% 42%

SourceBanco Central de Reserva de El Salvador.

The average interest rates on short-term and lemg-toans increased from 6.3% and 7.7%, respegtireR004 to 7.8% and
9.4%, respectively, in 2007, primarily due to thiadpal increase in interest rates announced bytiited States Federal Reserve
and higher domestic inflation rates that pressocallnominal interest rates. In 2008, the averaggrést rates on short-term and
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long-term loans increased further to 7.9% and 9r&&pectively, as a result of the internationadficial crisis that reduced access
to international credit lines, which in turn redddeternal liquidity.

The following table sets forth the principal monmgtadicators for the periods presented.
Principal Monetary Indicators

At December 31,

2004 2005 2006 2007 2008"
(in millions of US dollars)
CUITENCY N CIFCUIALION ....veiieciieieec s ceeceee ettt et e et et s smmmmnee e e e te s testetenseeraeseeseensannens $ 354 % 342 % 336 $ 332 % 33.0

,,,,,,,,,,,,,,,,,,,, 1,167.0 1,257.2 1,453.8 1,699.5 1,726.9
................................ 1,202.5 1,291.3 1,487.4 1,732.7 1,759.9
Savings.....ccceenee. 2,045.9 2,136.9 2,204.6 2,456.7 2,400.9
TErm depOSitS ..veeeveeereeeerereerese e cmememe s et et 2,943.5 2,924.6 3,400.9 41524 41925
M2 (M1 plus savings plUus term AEPOSILS).....cccceeuirieririiiiriiiiieiiene et ememmne e et 6,192.0 6,352.8 7,093.0 8,341.8 8,553.2
DepOoSits iN fOr@IgN CUMENCY ....ccviiieiiiieereie sttt ettt e esee s smmmmms e esae e sreesneesneenneesteeneeens 0.0 0.0 0.0 0.0 0.0
ONEIS ...t 465.3 631.3 7784 926.5 1,029.6

$ 66573 $ 6,984.2 $ 78714 $ 92684 $ 9,382.8

Demand depoSItS ......c.cccvvieeriesiineenee e
ML s

(1) Preliminary.

SourceBanco Central de Reserva de El Salvador.

From 1997 to 2000, the Central Bank influenced ttamey supply through the issuanceGs#rtificados de Administracion
Monetariaat par and, from 1998 to 2000, through the issei@i€Certificados de Administracion Monetaria a Descoehith of
which werecolénrdenominated instruments, which have not been issimee the effectiveness of the Monetary Integrefict in
January 2001. The reserve requirements applicaldbecking accounts, savings accounts and depedificates are currently
25.0%, 20.0% and 20.0%, respectively. As a pregaaty measure to provide liquidity in anticipatiofithe presidential elections
in 2004, the Superintendency of Financial Systequired all commercial banks to gradually incredseirtreserves by an
additional 9.0% of total deposits, 3.0% of whichswaquired to be in cash and 6.0% of which wasireduo be in the form of
securities issued by the Ministry of Finance or @entral Bank, or highly liquid external securitigh minimum credit ratings
requirements. In 2004, the 3.0% additional casteme requirement was eliminated while the 6.0%itmél reserve
requirement with respect to such securities wasitaiaied. In April 2005, the 6.0% additional resergguirement with respect to
these securities was reduced to 3.0% of total diespaad modified to require reserves in the formhafhly liquid external
securities with minimum credit ratings requirementsdeposits at the Central Bank. Similarly, doetlie then upcoming
presidential and legislative elections in 2009 Juty 2008, the Superintendency of Finance requaléddommercial banks to
increase their reserves by an additional 3.0%taf tteposits, which was eliminated gradually froprifthrough June 2009.

Effective January 1, 2001, pursuant to the Monetatggration Act, the U.S. dollar is the legal tendind permitted to
circulate freely in El SalvadorColonesin circulation rapidly decreased since then. tJdate all circulating cash in El Salvador
was U.S. dollars. Further, pursuant to the Monetategration Act, allcoléndenominated deposits were converted into U.S.
dollars effective January 1, 2001, and the U.Saddlecame the unit of account in the financiakesys As a result, U.S. dollar
deposits that in prior periods were classified apadits in foreign currency are for periods frond aiter January 1, 2001
classified as demand deposits, savings or termsitspas applicable.

Inflation

El Salvador has experienced moderate levels oatiofi, even during episodes of unfavorable econaroieditions. The
highest rate of inflation registered in El Salvadas 31.9%, which occurred in 1985. The establistirokan independent Central
Bank caused this rate to decline substantially &ody 1991 to 2000, the rate of inflation continueddecline. The enactment of
the Monetary Integration Act initially caused ElNgalor’s inflation to approach the inflation levalbthe United States, although
in 2003 it began to diverge.
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The following table sets forth the rate of inflatimn the Republic as measured by the CPI for thimge presented.

Inflation
For the Year Ended December 31,
2004 2005 2006 2007 2008
a1V o] o TSR R 5.4% 4.3% 4.9% 4.9% 5.5%

SourceDireccion General de Estadistica y Censos (DIGESTYC

The inflation rate in 2004 reached 5.4% primariliedo higher oil prices that affected the pricga$oline, transportation and
food. In 2005, the inflation rate declined to 4.3®ring 2005, prices continued to be affected diyeend indirectly by high oil
prices, which resulted in higher costs for fuejnsportation services and food. Further, in Octd@95, food prices rose
temporarily due to Hurricane Stan, which causedctbsure of certain highways. In 2006, inflatiocri@ased slightly and reached
4.9% mainly due to variations in food, non-alcobdieverages, transportation, residential leasind,sgrvices related with public
utilities. In 2007, inflation remained stable s9%.

The rise in global commodity prices in 2008 geregtasubstantial inflationary pressures. After peglkat 9.9% in August
2008, inflation decreased to 5.5% in December.oASeptember 2009, inflation registered a decrefgé&.3)% for the twelve-
month period ended September 30, 2009. This deflaty behavior reflects weaker average commoditeprin 2009 and a drop
in domestic demand.
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PUBLIC SECTOR FINANCES
Overview
Budget Process

El Salvador’s Constitution requires that for eaiskdl year a general budget must be prepared dandited to the Legislative
Assembly for approval. The budget contains estimafegevenues expected to be collected, and aatwexpenditures during the
fiscal year. State-owned autonomous entities, dtiean those in the financial public sector, prepadividual budgets that they
submit to the Legislative Assembly for approval.

The Ley de Administracion Financiera del Esta@the “Law on the Administration of Public Finantes “AFI”), a statute
enacted in 1995 to regulate several financiallgptezl areas of the Republic, implements the cotistital principles relating to
budgetary matters. Pursuant to the AFI, the Repsbtionfinancial public sector's budget consiststted General Budget (as
defined below), budgets for municipalities and tBelvadoran Social Security Institute and budgetstifi@ non-financial
autonomous entities (such as CEL and CEPA).

The Ministry of Finance prepares the general bu@bet“General Budget”), which consists of the betdigr the agencies and
ministries of the central government and the buslfmt the legislative and judicial branches, bydaing budgetary guidelines
adopted by the president and the cabinet. The Swgfeourt prepares the budget for the judicial bmamcich it submits to the
Ministry of Finance for inclusion, without modifitans, in the General Budget. The legislative braapproves the budget for the
Legislative Assembly after consultation with theeEntive Branch. Simultaneously with the presentatibthe General Budget,
the Ministry of Finance submits individual budgtighe Legislative Assembly prepared by each noarftial autonomous entity,
with such modifications as the Ministry of Finardeems appropriate. Pursuant to the Constitutioteast 6.0% of the central
government’s current revenues contained in the aémBeridget must be allocated to the judiciary gnatsuant to the Economic
and Social Development Fund Law, 7.0% of net cunevenues must be allocated to municipalities.

The Legislative Assembly must approve the budgetife non-financial public sector before DecemkieoBeach year. In the
event the new budget is not approved by Januattyelbudget for the prior year remains in effeciluhe Legislative Assembly
approves the new budget. The Ministry of Finanaeyédver, has authority to make changes to the egtebddget by executive
decree in order to meet existing obligations, idig debt service obligations, of the Republicxcess of those of the prior year.
Expenditures are capped at the levels in the bugjgmioved by the Legislative Assembly.

At the end of each fiscal year, the Executive Bramust submit a report on the execution of the ktdg the Legislative
Assembly and to th€orte de Cuentas de la Republidhe supervisory board in charge of overseeingRbpublic’s public
finances.

Fiscal Policy
The government has been implementing fiscal palicdesigned to increase its overall tax revenuedlevatlocating its
expenditures in order to further its economic aocia policies, principally combating poverty, ingping the education system,

enhancing security throughout the country, incregagie availability of healthcare and providing ogpnities for job creation in
the private sector.

With respect to government expenditures, the gawer has been implementing fiscal policies desigoed
* increase expenditures in education undePfae Nacional de Educacion 2021

» reduce overall government expenditures for subsidiiethe areas of electricity and water consumpgma public
transportation, while focusing subsidies on thas#a@'s of the population most in need of such &s%s;

* increase public saving by all public sector ergitie

« increase spending on programs designed to enhanaéty throughout the country, such as throughestablishment of
a rural police force;

« implement theComunidades Solidarias Rurales,conditional cash transfer program, formerly knaagProgramaRed
Solidaria or the Solidarity Network, to encourage extremgbpr families to send their 5-15 year old childtenpre-
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school and primary school, fully immunize childrgounger than 5, and regularly monitor the healtth antrition status
of pregnant mothers and infants; and

* increase expenditures in the healthcare sectoartmng other things, increase the availability oéltieare services
throughout the country, principally in rural areéasliminate out of pocket expenses by those il mdéesuch services.

In terms of revenues, the government has been mgsléng tax reforms designed to increase revenyesxpanding the
overall tax base, while minimizing increases ofsérg taxes and limiting the imposition of new tsx@ levies for specific
purposes, such as the special contribution leviggsed on lodging and airport departures. Otherstéhat have been put into
effect are a US$0.10 charge on each gallon of gesahd diesel and a US$0.04 per minute tax omiirog international calls to
El Salvador, in each case to partially financeptklic transportation subsidy.

Non-Financial Public Sector Revenues and Expenditas

The following table sets forth actual revenues exyggenditures for the consolidated non-financiallipusector for the periods
presented, as well as revenues and expenditurgetaatifor 2009.

Non-Financial Public Sector
Consolidated Revenues and Expenditurés

For the Year Ended December 31,

2009
2004 2005 2006 2007 2008 Budgeted
(in millions of US dollars, except percentages)
Revenues
CUITENE TEVENUER ...t eemeee e eeeeeeeesnnes $ 26282 $ 2,832.0% 3,2440 $ 35780 $ 3,8828 $ 3,340
Capital FEVENUES .........ccccveiiieeiiieseemmecee e 0.1 0.1 0.0 0.0 0.1 0.1
Foreign aid............. . 48.3 52.1 41.3 62.3 52.9 114.7
Total revenues 2,676.6 $ 2,884.3 $ 3,285.3 $ 3,640.3 $ 39358 $ 3,655.5

Expenditures
Current expenditurés.... . $ 2,4106 $ 2,585.1 $ 29033 $3,148.7 $ 3,637.4 % 3,782.4

Consumption............... 1,751.1 1,885.1 2,034.3 2,136.9 2,350.9 2,563.4

Interest.......... 3344 389.4 454.9 507.4 519.6 532.2

Transfers.......cce.e.. 3251 310.6 4145 504.4 766.9 686.9
Capital expenditures.... 369.1 481.3 579.5 658.3 661.7 727.4

GroSS INVESIMENT......ccviviiiiieiecie e mecmee e 334.5 429.6 500.0 477.5 582.1 650.4

Capital transfers..... 34.6 51.7 795 90.8 79.7 77.0
Net lending ............... . (0.4) (1.4) (0.7) (0.8) (0.6) (0.7)

Total expenditures.................... 3 27793 $ 3,065.0 $ 34825 $ 3,716.1 $ 4,2985 $ 4,509.1
Current account surplus (defié)...... . $ 2176 % 2469 $ oM $ 4292 % 2454 $ (241.7)
Surplus (deficit) excluding foreign aid.. (151.0) (232.8) (238.5) (138.1) (405.7) (968.4)
Surplus (deficit) including foreign aid.. (2102.7) (180.7) (197.2) (75.8) (352.8) (853.7)
External financing .........c.ccccevveneen. . 241.6 342.6 340.3 429.2 126.8 1,252.1
Internal financin§’ . (138.8) (161.9) (299.8) 191.0 236.0 (398.5)
Current account surplus (deficit)/Nominal GDP.......... 1.4% 1.4% 1.8% 21 1.1% 1.1%
Surplus (deficit) excluding foreign aid/Nominal GDP.. (1.0)% (1.4)% (1.3)% (0.7)% (1.8)% (4.4)%
Surplus (deficit) including foreign aid/Nominal GDP... (0.7)% (1.1)% 1.1)% (0.4)% (1.6)% (3.99%
$

NOMINAL GDP ...ttt e $ 15,7983 $ 17,070.2 18,6536 $ 20,3726 $ 22,1146 $ 22,1374
Deficit including pension, education and securitst.... (379.2) (508.1) (546.6) (395.1) (683.5) (1,197.8)

Deficit as a percent of GDP.............ccommemeeeeeeeenenne (2.4)% (3.0)% (2.9)% (1.99% (B8.1)% (5.4)%

(1) Allfigures are presented on a cash basis.

(2) Budgeted figures are based on amounts containtbé 2009 budget approved by the LegislativeeAssly and its amendments.
(3) Current revenues and current expendituresrasepted on a gross basis.

(4) The current account equals current revenussclesent expenditures.

(5) Includes pension costs.

Source Ministerio de Hacienda.

The non-financial public sector deficit, excludipgnsion obligations, was US$102.7 million in 2084uivalent to 0.7% of
GDP. In 2005, the non-financial public sector défivas equal to US$180.7 million, or US$10.4 roitlibelow the target set forth
in the 2005 budget. The non-financial public sedtgficit was 1.1% of nominal GDP in 2005, lowerrtttae 1.2% target set forth
in the 2005 budget. The non-financial public secteficit figure for 2005 reflects total revenuesW$$142.3 million over the
2005 budget projections, which was partially offsgtexpenditures of US$131.9 million over the 2@ilget projections. The
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increase in total revenues was primarily due tohéigthan forecasted tax collections due in partthe approval and
implementation of certain tax reforms. On the exjieme side, expenditures above those that wergédied were mainly the
result of government subsidies to lessen the imphbigh international oil prices affecting the ges of natural gas, electricity
and public transportation.

In 2006, the non-financial public sector deficitsaequal to US$197.2 million, or US$57.9 million abdhe target set forth in
the 2006 budget. The non-financial public sectdicdevas 1.1% of nominal GDP in 2006, higher thhe (0.8)% target set forth
in the 2006 budget. The non-financial public sedteficit figure for 2006 reflected total revenudslts$220.8 million over the
2006 budget projections, which was partially offsgtexpenditures of US$278.6 million over the 2@klget projections. The
increase in total revenues was primarily due tgdathan budgeted tax collections associated Wih2004 tax reform, positive
results from stricter tax audits of taxpayers aighér economic activity. On the expenditure sidgenditures above those that
were budgeted were mainly the result of larger adstubsidies for cooking gas and public transpimmaas the price of oil
continued its upward trend.

In 2007, the non-financial public sector deficitsmegual to US$75.8 million, or US$50.2 million belthe target set forth in
the 2007 budget. The non-financial public sectdicdevas 0.4% of nominal GDP in 2007, lower théwe 10.8% target set forth in
the 2007 budget. The non-financial public sectdicddigure for 2007 reflected total revenues d5$l164.5 million over the 2007
budget projections, which was partially offset penditures of US$184.0 million over the 2007 budgejections. The increase
in total revenues was primarily due to positiveutssof auditing processes and higher economiwifction the expenditure side,
expenditures above those that were budgeted weirdyntlae result of larger cost of subsidies as gbgernment introduced the
public transportation subsidy which added US$4.1lioni to expenditures and the cost of cooking gabks&ly increased by
US$9.8 million due to higher international prices.

In 2008, the non-financial public sector deficitsaequal to US$362.8 million, or US$265.4 millioroab the target set forth
in the 2008 budget. The non-financial public sedseiicit was 1.6% of nominal GDP in 2008, above ®#%6 target set forth in
the 2008 budget. The non-financial public sectdiciefigure for 2008 reflected total revenues oS$49.4 million below the
2008 budget projections, and additional expenditafeUS$278.2 million over the 2008 budget projmtsi. The decrease in total
revenues was primarily due to changes in tax ldas granted additional income tax deductions ardréauction in tariff for
imports of fertilizer, oil and wheat. On the expiuack side, expenditures above those that weredtedgvere mainly the result of
increases in the cost of subsidies for cooking @8$22.5 million), electricity (US$127.4 milliongnd public transportation
(US$40.7 million) as well as increased expenditfioesocial programs.

As of September 30, 2009, the non-financial pusdictor registered a deficit equal to US$499.7 amlliequivalent to 2.3% of
estimated nominal GDP. The non-financial publictse deficit as of September 30, 2009 reflects|totaenues of US$2.7
billion, which was partially offset by expendituresUS$110 million less than the 2009 budget prtiges for the same period.
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Central Government Revenues
The following table shows the composition of thaetcal government’s revenues and foreign aid forods presented.
Central Government Revenues and Foreign Ai¢Y

For the Year Ended December 31,
2004 2005 2006 2007 2008
(in millions of US dollars)

Tax revenued

Income 5647 $ 6996 $ 8187 $ 9682 $ 1,053.4
Property transfers . 15.3 16.3 18.6 21.0 17.8
IMports......ccccoeeeeee. . 1771 180.9 199.7 203.8 178.8
(] 0 F=1 U121 ) oo SR PSPR 74.2 95.4 97.4 97.8 95.8
RV DT To (o T I = TSRS TRPSRRR 1,026.2 1,169.9 1,362.5 1,506.8 1,615.2
Others......ccocii i . 0.6 0.3 0.8 0.9 19.9
Special contributions (FOVIALY. 67.1 66.4 69.0 70.3 65.3
TOLAI TAX FEVENUES ...ttt e ettt sttt es et bmmmms e b eh et e s e b e an e e bt neenennnas 1,925.2 2,229.4 2,573.5 2,876.8 3,089.6

Non-tax revenué®....... 205.6 115.3 147.3 149.1 156.6
TOLAI CUITENT FEVENUES. ..o etieieeeiieeteceemeeeeie et seeeitestee st estaeseeessees mmmns st eesre e se e sseenteenteenseenseennenseean . 2,344.7 2,721.2 3,025.9 3,246.1
Capital revenues..... 0.1 0.0 0.0 0.1
Foreign aid............... . 48.5 36.2 22.0 29.1
Total revenues $ 23933 $ 2,7574 $ 3,047.8 $ 3,275.3

(1) Allfigures are presented on a cash basis.

(2) Tax revenues are presented on a gross basis.

(3) In 2001, the government imposed a levy,Rbado de Conservacion ViélRoad Maintenance Fund or “FOVIAL"), of US$0.20Iga on gasoline and diesel
which is specifically used for road maintenance iamgtovements.

(4) Includes fines, license fees, plate issuanes, feassport fees, and gasoline related revenues.

Source Ministerio de Hacienda.

One of the challenges facing the government isdbléection of income taxes, as evidenced by theeddpnce of the
government on indirect taxes such as the valuedatide To a lesser extent, collection of the valdded tax is also a challenge,
particularly in connection with transactions rethte the informal sector of the economy. Continuingend that began in 1992,
the value added tax was the principal componetdofevenues for 2008, generating approximately%8of total tax revenues
compared to 50.9% for 2007. Revenues from theevallded tax grew 3.5% during 2008 compared to 20@i7grew 9.4%
during 2007 compared to 2006. Income tax reveagesunted for approximately 26.5% of tax revenwes2608, compared to
32.3% for 2007. Income tax revenues decreased 2@utrg 2008 compared to 2007 and grew 8.7% du2d@y7 compared to
2006. Import duties, the third largest componertaafrevenues, accounted for approximately 7.7%vofevenues for 2008. The
FOVIAL special contributions accounted for 2.6%af revenue for 2008.

The existence of a large informal sector of theneaay inhibits tax collection, but the value addad &ssists the government

in collecting revenues from certain transactions/rich that sector engages. Tax revenues increadésl during 2008, 11.8% in
2007, and 15.4% in 2006. See “— Taxation.”
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Central Government Expenditures
The following table shows the actual central gowegnt expenditures for the periods presented.
Central Government Expenditures?

For the Year Ended December 31,

2004 2005 2006 2007 2008”
(in millions of US dollars, except percentages)
EQUCALION ...ttt b e e bbb $ 4573 $ 4930 $ 5257 $ 5605 $ 6218
Public health....... 230.4 260.9 288.1 326.4 352.6
Public securit§... 188.8 197.8 220.0 55.1 14.4
Public works ... 122.4 97.8 81.8 158.5 177.6
Judiciary...... 120.9 130.0 150.0 160.5 176.7
Defense ....... 106.9 107.2 113.8 119.5 120.1
[ (=10 (=Y o3 OSSPSR 77.4 91.3 102.3 102.9 104.2
FINANCE®) .. ..o mee sttt smmmnms s 39.4 48.1 51.6 55.3 52.6
Agriculture.......... 27.6 33.2 38.7 46.1 54.9
Foreign relations 25.2 294 34.6 375 42.7
Economy............ 20.0 26.2 31.7 40.9 36.1
Attorney General... 19.6 19.6 214 26.8 38.2
Electoral tribunal... 18.6 10.2 13.0 141 20.2
Controller............ 17.7 19.0 22.9 24.9 27.2
Legislature.............. 16.9 19.6 22.8 24.3 30.4
General Prosecutor .. 12.7 14.6 18.4 16.3 19.0
Labor.....cccovveenennn. 7.2 6.0 7.7 9.3 9.3
Environmental .............. 55 59 22.0 17.3 13.3
National Judicial Council .... 3.9 3.9 3.9 4.2 4.7
Defense of human rights.... . 3.9 3.9 4.3 4.2 55
Civil service tribunal........ 0.3 0.2 0.3 0.5 0.6
TOUrSM....ccevvereennnne. 0.1 3.2 7.2 15.8 14.4
Interior® ... 0.0 0.0 0.0 0.0 0.0
Housing and urban development.. . 0.0 0.0 0.0 0.0 0.0
TranSPOrt......co.covevvieveniieeieenees 0.0 0.0 00. 0.0 0.0
Public Treasur§ ........ 746.2 875.1 1,094.7 1,008.2 1975.
Interest payments ... 321.3 3711 455.9 964 494.2
Current transfers........ 213.8 2329 343.6 306.4 3575
General obligations..... . 194.2 216.9 130.0 101.0 101.9
Other obligations .... . 19.6 15.9 213.6 205.4 255.2
CaPItal tTANSTEIS ....oviiiiieiie et semnme ettt 2111 2711 295.2 205.1 224.5
Financial investments . 0.0 0.0 0.0 0.0 0.0
TOtAl v s .._$ 22689 $ 24963 $ 28771 $ 3,016.3 $ 3,301.8
Central government expenditure/Nominal GDP ....ccoccc..vvveiiicniciiiciirciec e 14.4% 14.6% 15.4% 14.8% 15.6%

(1) Allfigures are presented on a cash basis.

(2) Preliminary.

(3) Includes expenditures Bblicia Nacional Civil(“National Civil Police”)andAcademia Nacional de Seguridad Publi¢hational Police Academy”) and the
Ministry of Justice budget. In June 2001, the Miyi®f Justice and Public Safety merged with Minyisif the Interior to form the Ministry of Governea

(4) Includes operating expenses of the Ministrifioance.

(5) Excludes amortizations.

Source Ministerio de Hacienda.

After the signing of the Peace Accord in 1992, gomeent expenditures on public works, public headtiycation and human
rights and law enforcement increased, while defepsading decreased as a result of the terminafittte armed conflict and the
demobilization of military personnel. Expenditumegating to social goals, including health, edumatand housing represented
approximately 21.0% of government expendituresdgiZland 38.5% in 2008, compared to 39.0% for 20@i73.0% for 2006.

Central government expenditures increased from (28829 million in 2004 (14.4% of GDP) to US$2,49é8lion in 2005
(14.6% of GDP), reflecting an 18.3% increase intahpxpenditures and a small increase in currgpeeditures.

Central government expenditures increased 13.1#%ominal terms from US$2,496.3 in 2005 to US$2,87i.2006. This
increase was mainly attributable to a 9.3% salacyeiase, larger interest payments and currentftnanas well a 12.8% increase
in capital expenditures.
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In 2007, central government expenditures as a ptage of nominal GDP decreased to 14.8% compardd.@ in 2006.
Overall expenses increased to approximately US$330million in 2007 compared to approximately US#2,.1 million in 2006.
Central government expenditures in 2007 increaseait due to salary increases, higher paymentgdods and services, current
transfers and capital expenditures.

In 2008, central government expenditures as a ptage of nominal GDP increased to 15.0% comparet4t8% in 2007,
primarily due to current transfers, salary increasnd larger payments in goods and services. Dwe{@enses increased to
approximately US$3,301.8 million in 2008 comparecpproximately US$3,016.3 million in 2007.

2009 Budget

The 2009 budget, submitted to the Legislative Addgnin September 2008 and approved on December2208,
contemplates a deficit of 1.3% of GDP for the nivafficial public sector (including expenditures tetato the reconstruction
effort estimated at 0.2% of GDP and excluding dailimns related to the pension system estimated5& df GDP). The main
assumptions underlying the 2009 budget includendiation rate of 6.0%, a real GDP growth rate bewe.5% and 4.0%,
remittances from abroad growing at 7.5% relativéhto prior year, stable coffee prices, a price 88WL25 per barrel of oil and a
rate of growth for the U.S. economy similar to thB2008. In the middle of 2009, the 2009 budges waended by increasing the
allocation to education, health, and security ab agean increase the allocation to the Ministryfegbnomy.

As of the first nine months of 2009, central goveemt expenditures as a percentage of nominal GbRased t012.6%
compared to 11.9% during the same period in 2068)gily due to larger current expenditures, indhgda 10.4% increase in
salaries and wages that more than offset a 2.1%ndem goods and services payments. Overall exgrerigcreased to
approximately US$2,786.0 million in the first ningonths of 2009 compared to approximately US$2,62dildon during the
same period in 2008.

2010 Budget

The 2010 budget, which was submitted to the LetjysaAssembly in September 2009 was approved orehitner 6, 2009.
The current budget contemplates a deficit of 2. 7% DP for the non-financial public sector excludiolligations related to the
pension system estimated at 1.6% of GDP. The mssonaptions underlying the 2010 budget include #ation rate between
2.5% and 3.5%, a real GDP growth rate between @Bé61.0%, remittances from abroad growing at 1.8MPtive to the prior
year, a price of US$70.0 per barrel of oil, statdéfee prices and a rate of growth for the U.S necoy of 0.8%.

Taxation and Customs

The Constitution authorizes the levy and collectidrtaxes by tax authorities at the national levdle central government
collects taxes on personal and corporate incomeoartdansfers of real estate. In addition, it atieimport duties and a 13.0%
value added tax on tangible assets and services.

Approximately 95.2% of the central government’sreat revenues came from various forms of taxatio008. The central
government’s tax revenues were US$3.1 billion iB&&n increase of 7.4% compared to tax revenu280i. Such increase was
principally a result of positive results from aud processes and higher petroleum prices thatteesin higher value added tax
collection. Tax revenues as a percentage of GDéheshl4.0% for 2008, compared 14.1% for 2007.

The value added tax typically is the principal camgnt of tax revenues, generating 52.3% of thé taxarevenues in 2008.
The value added tax applies to most sales of téngibsets as well as most services, except foratidnal, transportation and
cultural services, among others. As of the firseninonths of 2009, value added tax has generatB&o4& the total tax revenues.

The second largest component of tax revenues isntlene tax, which accounted for 34.1% of tax remenduring 2008.
Effective personal income tax rates for residents r@on-residents who file tax returns in the Rejautainge from 0% to 25.0%. A
flat 25.0% rate applies to non-resident taxpayats@rporate entities. Import duties, the thirdyést component of tax revenues,
accounted for 5.8% of tax revenues in 2008.

Tax Reforms

The Legislative Assembly approved a new tax codé became effective in January 2001 and allowgtwernment to unify
collection procedures for different taxes and eigethe process of imposing and collecting finemnfrtaxpayers that do not
comply with the legal framework. In addition, thedislative Assembly approved a levy of US$0.20¢gabn gasoline and diesel
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which is used for road maintenance and improvemands effective January 2002, eliminated the ¢ &d&kmption from the
corporate income tax.

In November and December 2004, the Legislative Abde approved several tax measures intended t@aser revenues,
close tax loopholes and reduce tax evasion. Refaorthe tax laws included, among others, clarifythg requirements for
eligibility for tax credits, limiting deductions laeted to inter-company loans, disallowing dedudidar expenses incurred in
certain taxing jurisdictions, establishing a urdfimondiscretionary period for taxpayers to pay rdplent tax liabilities,
prohibiting settlement of cases involving customsuggling, raising the jail term that may be imposedtax evaders and
eliminating the possibility of tax evaders avoidimgson sentences.

In addition, the government enacted in December 200ew law that aims to encourage the informaloseo register with
the government tax authority by requiring largepayers to withhold a 1% value added tax on trafmmastvith small taxpayers.

In 2005, the government increased the excise tawlmacco products and alcoholic beverages and ietbagax on the sale of
guns, ammunition, and fireworks. The additionalemaye collected from new excise taxes will be usedntrease public
healthcare coverage, improve health services i areas and provide patients better access tthbae facilities in urban and
rural areas.

The Tourism Law enacted in December 2005 impossgeaial contribution levy of US$7.00 for each perdéeaving the
country through the international airport, as veslla special contribution levy of 5% on lodging.

In November 2007, the government put into effettS$0.10 charge on each gallon of gasoline and Idiegmrtially finance
the public transportation subsidy.

In December 2007, the government approved_thede Incentivos Fiscales para el Fomento de larfias Renovables en la
Generacion de Electricidadwvhich promotes investments in projects that gmeehydroelectric, geothermal, wind and solar
sources.

In June 2008, the government imposed a US$0.04npaute tax on incoming international calls to ENg&aor to partially
finance the public transportation subsidy.

Customs Reforms

The government has reformed a number of laws toemmizk customs procedures and accommodate the ReEpub
international commitments, especially those comigiin the DR-CAFTA. The reforms establish tBaeccion General de
Aduanas(the “Customs Administration”) to oversee the nrodgation of the customs service. The main purpafssuch reforms
is to permit the Customs Administration to perfoits activities more efficiently, focusing on thepsuvision and control of
international trade duties and taxes, simplifyingstoms procedures, granting more authority to costdficers to review
questionable declarations, and ensuring compliavitte the rules of origin applicable to goods impattinto the Republic. In
addition to the Republic’'s commitments pursuanthte DR-CAFTA, the reforms are also intended to pethe Republic to
comply with its other international commitmentsgisias those under the CAUCA and other internatiageéements concerning
international trade of goods.

In February 2006, a reform to the law governing Thibunal de Apelaciones de Impuestos Interraos administrative body
initially created to review taxes and fines imposgdtheDireccién General de Impuestos Internpise internal tax office of the
Ministry of Finance), granted authority to the tnital to also review decisions of the Customs Adstiation. As a result of the
reform, the tribunal has been renamedThbunal de Apelaciones de Impuestos Internos pdieganasand will review decisions
of the Customs Administration related to the impoasiof taxes and duties, penalties, customs detisand classifications and
the determination of the origin of goods.
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PUBLIC DEBT
General

Public sector debt, including the internal and e debt of the financial and non-financial puldiector and the external
Central Bank debt balance, was approximately US@& million at December 31, 2008, compared to Y&$86 million at
December 31, 2007 and US$8,332.7 million at DecerBbe2006. The increase in public sector debtOé&was mainly due to
the disbursement in late December of 2008 of US$2Mllon from a US$500 million IADB loan facilityd the central
government that was deposited in the Central Baskwell as a disbursement of US$160 million fromBEA to the Central
Bank. The ratio of total public sector debt to Gildelined from 44.7% at December 31, 2006 to 43a7v®ecember 31, 2008.

Under the Constitution, the Legislative Assemblg blize power to adopt legislation governing theasse of public debt and
to appropriate funds required for debt serviceimcpursuant to this constitutional mandate, thgiglative Assembly approved
the AFI law, which governs, among other matters, gfocedures that must be observed in all matégiarding public debt. AFI
rules concerning public debt apply to all state-edentities, with the exception of the Central Bank the state-owned financial
institutions, as well as to obligations of the nuijmalities guaranteed by the national governmehé Tentral Bank and the state-
owned financial institutions are subject to resiwits in their respective charters regarding tlseiasce of debt. They are also
subject to the AFI if they issue obligations guaead by the Republic. The AFI law requires thatljputbebt must be approved by
a two-thirds vote of the Legislative Assembly.

Because all AFI-governed public debt must complthwie public indebtedness policies adopted byettexutive branch, a
non-financial public sector entity must obtain §or written approval of the Ministry of Financeefore entering into any
negotiations with respect to borrowing. Any contrexecuted by such entities without the approvahefMinistry of Finance is
null and void and unenforceable and may give 1@seil and criminal liability for the individualgwolved. Once approval of the
Ministry of Finance is obtained, the entity may @red to negotiate the terms and conditions of Bigations to be incurred,
provided that its own charter gives it the authytd conduct such negotiations on its own behalieovise, the Ministry of
Finance conducts the negotiations with the pasitgm of the Ministry of Foreign Relations in thase of transactions with
multilateral and bilateral international lenderah proceeds are disbursed to the government whicturn, transfers such
proceeds to the ultimate borrower pursuant to aeesmgent between the Ministry of Finance and sutityen

Although public debt service is the primary resploifisy of the entity for whose benefit the loan sveeceived, AFI-governed
debt is an obligation of the government. Accordmdtansfers from the government to any entity parg to the annual budget
take into account debt service obligations forfilewing year.

LETES

The Ministry of Finance is authorized to issue LEST#6 finance temporary revenue shortages. LETE&hndre U.S. dollar-
denominated instruments, are sold on the Salvadst@k exchange at discounts and reflect marketlittons at the time of
issuance. The maximum maturity of LETES is 360 d#s of December 31, 2008, US$560.6 million in agmte principal
amount of LETES were outstanding. As of SeptemBe809, approximately US$812.3 million in aggregatincipal amount of
LETES were outstanding.

External Debt

External debt obligations of El Salvador are totitaieral organizations, bilateral institutions acmmmercial lenders, as well
as investors in the international capital mark&tee total external debt of the public sector inSalvador, excluding the Central
Bank, was US$6,579.4 million at December 31, 2Gfe8npared to US$6,390.0 million at December 31, 2@0d $6,556.2
million at December 31, 2006. The increase in gubéctor external debt since December 31, 2006rnsagly the result of the
issuance by the Republic of $625.0 million of em&¢rbonds in 2006, which were partially offset layments on the maturity of
loans and bonds in 2006 and 2007.

The Central Bank's external debt at December 308 2@as US$325.3 million, compared to US$61.0 millad December 31,
2007. The increase in Central Bank’s external defttcts the disbursements of US$160.0 million froABEI, US$40.0 million
from Sumitomo, US$25 million from Bladex, and appnoately US$37.0 million from a US$400 million IADBan facility
approved in December 2008 to provide liquidity ang@port for productive projects in the private sectAs of October 31, 2009,
approximately US$187.0 million of the US$400 millibADB loan facility had been disbursed. Of thataunt, the Republic has
repaid approximately US$149.3 million as of OctoB&y 2009.
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Since the signing of the Peace Accord in 1992, mb#te external debt of the Republic has beenredt@to with multilateral
organizations, and the funds borrowed have beeth pi$marily for the reconstruction and improvemehphysical infrastructure.
Since 1999, the Republic has been involved in dlleviing outstanding note issuances that are iredud its external debt:

e zero coupon notes issued by the Coffee Emergenagt BLEI Salvador, with a guaranty of the Repulflic,an aggregate
issue price of US$80.0 million with an aggregateefamount at maturity of US$123,248,752, that neaftom 2001 to
2010;

* US$353.5 million of external notes issued by theudic in July 2001 that mature on July 25, 2011,
* US$500.0 million of external notes issued by theudic in April 2002 that mature on April 10, 2032;

e US$300.0 million of external notes issued by the@utdic in July 2002 that mature on July 25, 201d form a single
series with the external notes issued in July 2001,

e US$451.5 million of external notes issued by theidic in October 2002 that mature on January 232

e US$348.5 million of external notes issued by the@utdic in March 2003 that mature on January 24,3282d form a
single series with the external notes issued irokut 2002;

» US$286.5 million of external notes issued by theidic in September 2004 that mature on Septemhe?(34;
« US$375.0 million of external notes issued by theudic in June 2005 that mature on June 15, 2035;

e US$400.0 million of external notes issued by the@udic in April 2006 that mature on June 15, 2088 form a single
series with the external notes issued in June 20,

e US$225.0 million of external notes issued by th@ukdic in July 2006 that mature on June 15, 203% fanm a single
series with the external notes issued in June 2005.

To finance reconstruction associated with the Jgnaiad February 2001 earthquakes, the Republicvedtd)S$327.0 million
in new loans from multilateral and bilateral sowcencluding US$238.0 million in loans from the IBDand secured the
reallocation of US$116.4 million of existing loainem such sources to the reconstruction effort. pifeezeeds of these loans were
disbursed over the period from 2001 to 2005.

The following table sets forth the total public extal debt for the periods presented.

Public Sector External Debt
At December 31,

2004 2005 2006 2007 2008
(in millions of dollars, except percentages)
Central GOVEIMMENT.......c..ccueiiveeeee e s e eeee et eeaeeeteeereeereeseeeseeenes $ 52514 $ 56315 $ 6,102.4 $ 6,019% 6,107.9
Public financial and non-financial entities ..cewe..oooveieneieieies 291.3 367.5 453.8 371.0 471.5
SUD-OtAl ... e 5,5642.7 5,999.0 6,556.2 6,390.0 6,579.4
Central Bank 197.9 195.3 96.2 61.0 325.3
TO Al oo 57406 $ 6,1943 % 6,6524 $ 6,451.0 $ 6,904.7
External public debt as a percentage of nominal &DP............... 36.3% 36.3% 35.7% 31.7% 31.2%

(1) Preliminary.

Source Ministerio de Hacienda.

52



The following table shows the composition of theRaic’s external public debt by type of creditor the periods presented.

Public Sector External Debt by Type of Creditor
At December 31,

2004 2005 2006 2007 2008
(in millions of US dollars)

Central government and public financial and non-firancial entities...............c....... $ 55427 $ 59990 $ 6552 $ 639.0 $ 65794
MUBIBEEIAL ...t s 2,300.7 2,437.8 2,448.6 2,443.4 2,592.8
BIlALEIAI ... .o e e 748.3 672.7 668.9 680.1 729.1
Commercial.... 2,493.7 2,888.5 3,438.7 3,266.5 3,257.5

Central Bank.... 197.9 195.3 96.2 61.0 325.3
Multilateral...... 141.1 172.1 71.2 61.0 235.3
BiIATEIAL ......oectiectee ettt ememmn e e a e a e saaeere e 4.6 1.5 0.0 0.0 0.0
Commercial.............. 52.2 21.7 25.0 0.0 90.0

TOtal PUDIIC SECION ...ttt ceeemmr et mmmmne s $ 57406 $ 61943 $ 6,6524 $ 64510 $ 6,904.7

Source Ministerio de Hacienda.

The increases in multilateral debt of the centmlegnment and public financial and non-financiditexs from December 31,
2004 to December 31, 2008 were due mainly to thgaaghof the disbursement of loans for reconstractidher infrastructure and
policy based loans. The US$149.4 million increasenultilateral indebtedness of the government ddpublic financial and
non-financial entities in 2008 was mainly due tshdirsement of US$200.0 million from a US$500 millidéDB loan facility. In
November 2008, the government received a US$50omiloan from the IADB, of which US$200 million wadisbursed in
December 2008 and US$300 million was disbursedcitoli®r 2009. The purpose of the loan is to strengEl Salvador’s social
safety net for the poor and to support the goventimesocial projects.

The increase in commercial indebtedness from Deeer@b, 2004 to December 31, 2008 is due primaalthe Republic’s
issuance of external notes to cover partially ezpsrrelated to construction efforts from the 208ithejuakes, financing of the
pension system and others capital expenses. Howwsar 2006 to December 2008, the commercial ineldiess decreased by

US$181.2 million.

The following table shows the rates of interestliggple to the outstanding principal balance of Republic’s public external
debt at the dates indicated.

Interest on Public Sector External Debt

At December 31, 2008 At December 31, 2007
Amount Percentage Amount Percentage
(in millions of US dollars, (in millions of US ddlars,

except percentages) except percentages)
Fixed Rate
$ 953.1 13.8% $ 930.1 14.4%
828.4 12.0 559.5 8.7
3,285.8 47.6 3,270.6 50.7
175 0.3 26.5 0.4
1,819.9 26.4 1,664.3 25.8
$ 6,904.7 100.0% $ 6,451.0 100.0%

SourceMinisterio de Hacienda y Banco Central.
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The following table sets forth scheduled debt serfor the Republic’s the total public external tfelp the periods presented.

Public Sector External Debt Service Maturity 2009-218%

For the Year Ending December 31,

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
(in millions of dollars)

Central QOVEIrNMENL........ccooiiiieieieiiiie st sememne e $611.0 $592.0 $1,229.0 $502.0 $469.0 $447.0 $429.0 $416.0 $391.0 $376.0

Principal..........c....... 245.0 aB7 884.0 223.0 199.0 185.0 174.0 168.0 150.0 140.0
Interest.......ccccoeevenne 366.0 355.0 345.0 279.0 270.0 262.0 255.0 248.0 41.02 236.0
Rest of Public Sector... 57.0 55.0 43.0 42.0 38.0 31.0 30.0 29.0 26.0 25.0
Principal..........c....... 42.0 41.0 310 32.0 30.0 24.0 24.0 23.0 21.0 21.0
Interest........c...... 15.0 14.0 12.0 10.0 8.0 7.0 6.0 6.0 5.0 4.0

Total Debt Service... $6680 $647.0 $1,2720 $5440 $507.0 $4780  $450.0 $4450 $417.0 $401.0

(1) Medium and long term external debt disbursedf&¥ecember 31, 2008, excluding Central Bank’g detvice.

SourceMinisterio de Hacienda.
Debt Record
Since 1993, El Salvador has not rescheduled amglaad has not defaulted on any of its indebtedness

During the civil war, El Salvador was unable tovése a portion of its international debt. Betwe&®Q and 1993, El Salvador
successfully negotiated the rescheduling of celttzéms totaling US$382.5 million and forgivenessceftain other obligations
with some of its international creditors. In 1983 U.S. Agency for International Development, ujgsrown initiative, forgave
US$463.9 million of the Republic’s outstanding dahtl Canada converted Cnd$8.1 million of outstamdiebt to an obligation
of the government to use amounts which would haentapplied to service this debt for environmeptajects. In 1999, the
government of France, upon its own initiative, forg FF133.0 million of the country’s outstandindtérhe funds previously
allocated to repay El Salvador’'s outstanding delfrance have been reallocated to establistirtimelo Franco-Salvadorefi@a
fund that provides financing for infrastructure jeis. In 2006, with the government of Spain, UB#illion of outstanding debt
was reallocated to finance projects in the edunataxtor.

Internal Debt

The public sector’s internal debt, excluding thenita Bank, was US$2,764.9 million at December 3108 compared to
US$2,153.6 million at December 31, 2007 and US¥L®&illion at December 31, 2006. As of 2001, assalt of the Monetary
Integration Act, all issuances and amortizationsxa$ting public sector internal debt are in U.8llats.

The government’s internal debt consists of oblmai to both public sector and private entitieshaéligh pursuant to its
current charter, the Central Bank is not allowedinance the government, this restriction did netdme effective until 1994.
Prior to 1994, the Central Bank had extensivelgiced government operations. At December 31, 2b@&utstanding principal
balance of obligations related to such activity W&$710.4 million. No interest obligations werdstanding at such date.

The following table sets forth the public sectdeimal debt for the periods presented.
Public Sector Internal Debf"

At December 31,
2004 2005 2006 2007 2008
(in millions of US dollars, except percentage)
$ 951.7 $1,053.7 $1,151.9 $1,406.1

Central government

Public non-financial entities .. 9.7 0.3 0.0 0.0 0.0

Public financial ENttEY..............o.ovrvereeeeeeeeeeeee e eeeeee e e een e eemes 561.2 518.7 626.6 1,001.7 1,358.8
TOBA e eeeeeeeessss st $15315 $14707 $16803 $21536 $27649

Internal public debt as a percentage of nominal BDP............cc.cccocuiiemricivnnnns 9.7% 8.6% 9.0% 10.6% 12.5%

(1) Excludes Central Bank internal debt obligasiand the direct debt of Municipalities withoutgmment guarantee.
(2) Preliminary.
(3) Includes Trust Funds: FOP Serie A and FOSEDU.

Source Ministerio de Hacienda.
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Central government internal debt increased from3683% million at December 31, 2004 to US$1,406.llioni at December
31, 2008, due primarily to the issuances by the éBawent of short-term “LETES”, issuances of intérbands sold in the
Salvadoran exchange market in 2006 and bonds iskyetthe government for various purposes, includihg payment of
compensation for lands expropriated prior to 198 laans from the Central Bank that were used il the fiscal deficit prior to
1994. The increase registered in the internal dehtrred by public financial entities, is represghmainly by debt of the trust
funds, two financing vehicles established in 2008 2007, the FOP trust oriented to finance pensasts and the FOSEDU trust
addressed to finance education and security pragregspectively. As of May 2009, FOSEDU trust bak/ been able to issue
approximately US$183.0 million of the $350.0 millicertificates authorized to issue, primarily doehe effects of the global
economic crisis. As of December 31, 2008, BMI teslied US$725.2 million in FOP Pension Investmentifi®ates in the local
market to cover pension payments from the publitsfwa system.

On May 22, 2009, the Legislative Assembly authatjzeursuant to Legislative Decree No. 30, the issaaof government
securities of up to US$350.0 million for the purpag cancelling the US$183.0 million outstandingSEDU certificates. Unlike
the FOSEDU certificates, these newly issued seesirritnder the Legislative Decree are guarantedtidogentral government. In
addition, the FOSEDU certificates were five-yeagalosecurities, while the newly issued securitias be sold in the local and
international markets and have a maturity date &eyw between five and 20 years. The remaining 8381million will
continue to be used in connection with addresdiegetiucation and security programs initiated byROBSEDU trust.
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TERMS AND CONDITIONS OF THE NOTES

The following are the Terms and Conditions of tleéeN that will appear on the reverse of each ofNbé&es (the “Terms and
Conditions”). Certain provisions of the Notes referand are subject to the Fiscal Agency Agreertebe dated as of December
1, 2009 , among the Republic, The Bank of New W¥allon, as Fiscal Agent, Principal Paying Agent,gikérar and Transfer
Agent and the paying agents and the transfer agentsed therein.

1. General. (a) This Note is one of a duly authorized isstig.875% Notes due 2019 (the “Notes”) of the Rejaylimited
to the aggregate principal amount of US$800,000(@3@ept as otherwise provided below) issued puttsicaa Fiscal Agency
Agreement dated as of December 1, 2009 (the “Fisgahcy Agreement”), among the Republic, The BahkKew York Mellon,
as fiscal agent (the “Fiscal Agent”), principal payagent (the “Principal Paying Agent”), regist(dre “Registrar”) and transfer
agent (the “Transfer Agent”), which expressionslisinglude any successors thereto, in its capaa#tysuch, and The Bank of
New York Mellon (Luxembourg) S.A., as transfer agg@he “Luxembourg Transfer Agent”) and paying agg@he “Luxembourg
Paying Agent” and together, the “Agents,” whichnteshall include the Fiscal Agent, the Paying Agettie Registrar and the
Transfer Agents). If not previously redeemed icardance with Section 7 below, the entire principalount of the Notes
together with accrued interest thereon is payablBecember 1, 2019.

(b) The Notes are direct, general and unconditiadigations of the Republic. The Notes shall dttiahes rank equally
without any preference among themselves and at peaspassuwith all other present and future unsecured andhmslinated
Public External Indebtedness (as defined hereith®Republic.

(c) The holders of the Notes will be entitled te thenefits of, be bound by, and be deemed to hatieenof, all of the
provisions of the Fiscal Agency Agreement. Copiethe Fiscal Agency Agreement are on file and mayrispected at the office
of the Fiscal Agent and at the offices of the Pgy\gents referred to herein.

(d) The issue of the Notes is authorized under4dlative Decree No. 31 (as published in Biario Oficial on May 25, 2009)
of the Republic’s Legislative Assembly.

2. Form, Denomination and Title. (a) Each Note will be issued in minimum denomova of US$100,000 and integral
multiples of US$1,000 in excess thereof. The Notes] the transfer thereof, shall be registeredragigeed in Section 9 below
and in the Fiscal Agency Agreement. In this Notéoteholder” and “holder” mean the person in whoame a Note is registered
in the Register. A Noteholder may (to the fullestemt permitted by law) be treated at all times,dblypersons and for all
purposes, as the absolute owner of such Note,diegarof any notice of ownership, theft or lossfoany writing thereon.

(b) Notes initially sold within the United Statesreliance on Rule 144A under the Securities Adtlva represented by one or
more Restricted Global Notes and will be depositéd a custodian for, and registered in the nama wéminee of, DTC.

(c) Notes initially sold outside the United Stapessuant to Regulation S under the Securities Alttbe represented by one
or more Regulation S Global Notes and will be dépdswith a custodian for, and registered in themaaf a nominee of, DTC.

(d) Registration of title to Notes initially repeagted by the Restricted Global Notes in a namerdttean DTC or a successor
depositary or one of their respective nominees mall be permitted unless (i) such depositary restithe Republic that it is no
longer willing or able to discharge properly itspensibilities as depositary with respect to thetReted Global Notes or ceases
to be a “clearing agency” registered under the éthibtates Securities Exchange Act of 1934, as agdeftde “Exchange Act”),
or is at any time no longer eligible to act as sumid the Republic is unable to locate a qualifadcessor within 90 days of
receiving notice of such ineligibility on the pasf such depositary or (ii) following a failure tcay at maturity or upon
acceleration of any Note, the Fiscal Agent hasivedea notice from the registered holder of the tReted Global Notes
requesting exchange of a specified amount of the&triReed Global Notes for individual note certifiea (the “Restricted Note
Certificates”).

Registration of title to Notes initially represeditby the Regulation S Global Notes in a name otffieen DTC or a successor
depositary or one of their respective nominees moll be permitted unless (i) such depositary regtifhe Republic that it is no
longer willing or able to discharge properly itspensibilities as depositary with respect to thgukaion S Global Notes or
ceases to be a “clearing agency” registered ureEkchange Act, or is at any time no longer elgiio act as such, and the
Republic is unable to locate a qualified succesgthin 90 days of receiving notice of such ineligjitg on the part of such
depositary or (ii) following a failure to pay pripal in respect of any Note at maturity or uponederation of any Note, and the
Fiscal Agent has received a request from the mgidt holder of the Regulation S Global Notes retiugsexchange of the
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Regulation S Global Notes for individual note deréites (the “Regulation S Note Certificates” anddther with the Restricted
Note Certificates, the “Note Certificates”).

(e) The Notes will not be issued in bearer forml@g as DTC or its nominee is the registered ovafier Global Note, it will
be considered the sole owner or holder of the Napsesented thereby for all purposes under thesNahd the Fiscal Agency
Agreement. Neither the Republic nor any Agent wélve any responsibility or liability for any aspeétthe records relating to or
payments made by DTC on account of beneficial @ssrin a Global Note.

3. Interest. (a) Interest on the Notes will be calculatedlom basis of a 360-day year consisting of 12 moott39 days each
and, in the case of an incomplete month, the nurobeays elapsed.

(b) The Notes will bear interest from and includibgcember 1, 2009 to, but excluding, December 1924 the rate of
7.375% per annum on the principal amount thereghlpl@ semi-annually in arrears on June 1 and Deeerhof each year
commencing on June 1, 2010. Each Note will ceaseto interest from and including the due daterédemption unless, upon
due presentation and surrender, payment of prihcpanproperly withheld or refused. In such evénshall continue to bear
interest at such rate (both before and after judgmetil the earlier of (i) the day on which allras due in respect of such Note
up to that day are received by or on behalf ofrédevant holder and (ii) the day seven days afterRiscal Agent or the Principal
Paying Agent has notified Noteholders of receipalbfsums due in respect of all the Notes (excephe extent that there is
failure in the subsequent payment to the relevaluens).

4. Payment and Paying Agents.(a) Payment of principal of the Notes (togethéhwaccrued interest) will only be made to
the person in whose name such Note is registerenf #se close of business on the due date for payrogthe principal,
following presentation and surrender of such Natihe office of the Principal Paying Agent or artiher Paying Agent, by U.S.
dollar check drawn on, or by transfer to a U.Slatchccount maintained by the holder with, a badated in New York City.
Payment of interest on a Note will be made to tees@n in whose name such Note is registered atltise of business on the
fifteenth day (if the Notes are represented by Noeetificates) or the third day (if the Notes aepresented by Global Notes)
(whether or not a Business Day) (the “Record Dapeidr to the relevant due date for the paymenintd#rest. Payment of such
interest will be made by a U.S. dollar check dramana bank in New York City mailed to the holdersath holder’s registered
address, or, upon application of the holder to Rhiecipal Paying Agent or any other Paying AgentNiew York City or in
Luxembourg not later than the relevant Record Dhie transfer of immediately available funds to aSUdollar account
maintained by the holder with a bank in New YorkyCif any day for payment of principal or interéstrespect of any Note
(“Payment Date”) is not a Business Day, the hoklall not be entitled to payment until the nextiBass Day following such
day in the applicable jurisdiction, with the sarneck and effect as if made on the date for sucmpay, and no additional interest
in respect of such Payment Date shall accrue asuatrof the delay in payment. “Business Day” meanday, other than a
Saturday or Sunday, in which the commercial barmks freign exchange markets are open, or not aattbrto close, in
Luxembourg, New York City, San Salvador, or thg oit the Paying Agent to which the Note is surreedefor payment.

(b) The Republic agrees that so long as any ofNibies are outstanding, it will maintain (i) a Pipal Paying Agent in a
Western European or United States city for paymentthe Notes, (ii) so long as the Notes are listedhe Luxembourg Stock
Exchange, a Luxembourg Paying Agent and Luxembduemsfer Agent in Luxembourg, (iii) a Registrar gy a Specified
Office in New York, and (iv) a Paying Agent haviagSpecified Office in New York. The Republic hagially appointed The
Bank of New York Mellon, as fiscal agent and asigipal paying agent, registrar and transfer agedthe Bank of New York
Mellon (Luxembourg) S.A. as Luxembourg paying agemd Luxembourg transfer agent. Subject to theging, the Republic
shall have the right at any time to terminate amhsappointments and to appoint any other Agenssigh other places as it may
deem appropriate upon notice in accordance withlribeal Agency Agreement.

(c) Payments in respect of the Notes shall be nradach coin or currency of the United States ofefica as at the time of
payment shall be legal tender for the payment bfipand private debts.

5. Payment of Additional Amounts. (a) All payments by the Republic in respect of tHotes shall be made without
withholding or deduction for or on account of angesent or future taxes, duties, fines, penaltissessments or other
governmental charges of whatsoever nature (ordstesn any taxes, duties, fines, penalties, assedsror other governmental
charges of whatsoever nature) imposed or leviedrtmn behalf of the Republic or any political sulisiion or authority thereof or
therein having power to tax, unless the Republicaspelled by law to deduct or withhold such taxagjes, fines, penalties,
assessments or governmental charges (or interestngntaxes, duties, fines, penalties, assessmentther governmental
charges). In such event, the Republic shall maké suthholding, make payment of the amount so wetbho the appropriate
governmental authority (and promptly forward to tedwlder of a Note an official receipt (or a céedf copy) or other
documentation evidencing such payment) and forthpdty such additional amounts (“Additional Amouptad may be necessary
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to ensure that the net amounts receivable by thder®of Notes after such withholding or deductidrall equal the respective
amounts of principal and interest which would hbeen receivable in respect of the Notes in theradesef such withholding or
deduction. No such Additional Amounts shall be [ega

(i) to, or to a third party on behalf of, a holdeno is liable for such taxes, duties, fines, pees|tassessments or
governmental charges (or interest thereon) in @sgfesuch Note by reason of such holder’s havorge connection with the
Republic other than the holding of the Note; or

(ii) to, or to a third party on behalf of, a holdeho is liable for such taxes, duties, fines, peées| assessments or
governmental charges (or interest thereon) in @sgfeany Note by reason of such holder’s failreomply with any
reasonable certification, identification or otheporting requirement concerning the nationalitgjdence, identity or
connection with the Republic, or any political sidiglon or taxing authority thereof or therein,safch holder or the holder of
any interest in such Note or rights in respectebgrif compliance is required by the Republicaay political subdivision or
taxing authority thereof or therein, as a precaadito exemption from such deduction or withholdipgovided, however, that
the Republic shall be obligated to pay Additionahdunts if such certification, identification or ethreporting requirement
would be materially more onerous, in form, in prehae, or in substance of information disclosedhgyrelevant holders or
Beneficial Owners than comparable information dveotreporting requirements imposed under UniteteStax law,
regulation and administrative practice; or

(iii) to, or to a third party on behalf of, a hotdgho is liable for such taxes, duties, fines, piges, assessments or
governmental charges (or interest thereon) in @sgfeany Note by reason of the failure of suchdiolto present such
holder’s Note for payment (where such presentnergquired) within thirty (30) calendar days aftex date on which such
payment thereof became due and payable or is dalyded for and notice thereof is given to the leoJdvhichever occurs
first.

(b) Whenever there is mentioned herein, in anyednthe payment of the principal of or interest onin respect of, a Note,
such mention shall be deemed to include mentich@payment of Additional Amounts provided for frist Section, to the extent
that, in such context, Additional Amounts are, werewould be payable in respect thereof pursuarthéoprovisions of this
Section, and express mention of the payment of thafdil Amounts (if applicable) in any provisionsréef shall not be construed
as excluding Additional Amounts in those provisitreseof where such express mention is not made.

6. The Agents. (a) In acting under the Fiscal Agency Agreemerd e connection with the Notes, the Fiscal Agehg
Principal Paying Agent, the Paying Agents, the Bieai, the Transfer Agents and each other Agenaetiag solely as agent of
the Republic and do not assume any obligation tdwarrelationship of agency or trust for or witletbwner or holder of any
Note, except that any funds held by any such Afenpayment of principal of or interest (or any Alitthal Amounts) on the
Notes shall be held in a segregated account bgdtapplied by it as set forth herein. For a desiompof the duties and the
immunities and rights of the Fiscal Agent, the Bipal Paying Agent, the Paying Agents, the Regisiral the Transfer Agents
under the Fiscal Agency Agreement, reference isemadhe Fiscal Agency Agreement, and the obligatiof the Fiscal Agent,
the Principal Paying Agent, the Paying Agents,Rlegistrar and the Transfer Agents to the ownetslafers of Notes are subject
to such immunities and rights.

(b) All monies paid by or on behalf of the Repultbche Principal Paying Agent or any other Paykggnt for the payment of
the principal of or interest on any Note which r@manclaimed at the end of two (2) years after spichcipal or interest shall
have become due and payable will be repaid to guBRlic upon the Republic's written request tharefiod the holder of such
Note will thereafter look only to the Republic fpayment. Upon such repayment, all liability of #encipal Paying Agent and
any other Paying Agent with respect thereto strg¢upon cease, without, however, limiting in argywhe obligation of the
Republic in respect of the amount so paid.

7. Redemption and Purchase; Further Issues(a) The entire principal amount of the Notes tbgewith accrued interest
thereon is payable on December 1, 2019. The Notkset be redeemable prior to maturity at the optiof the Republic or
(except on acceleration following an Event of Déijailne Noteholders.

(b) The Republic may at any time, directly or irdily, purchase Notes in the open market or ottsenak any price. Any
purchase by tender shall be made available to @iéihlders alike. The Notes so purchased, whild bglor on behalf of the
Republic, shall not entitle the holder to vote tietes and shall not be deemed to be outstandinguguoses of calculating
quorums. All Notes so purchased may at the Repabditscretion be held, resold or surrendered to Fiszal Agent for
cancellation.
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(c) The Republic may, without the consent of Notdérs, create and issue additional notes havings#mee terms and
conditions as the Notes (or the same except foratheunt of the first interest payment) in accoréamdth applicable law;
provided that such additional notes do not havepémposes of U.S. federal income taxation (regasibf whether any holders of
such notes are subject to the U.S. federal tax)|aamgreater amount of original issue discount tin@nNotes have as of the date of
the issue of such notes. The Republic may condeliti@ additional notes to form a single serie$ wie outstanding Notes.

8. Events of Default. In the event that one or more of the followingets (herein referred to as “Events of Default'alsh
have occurred and be continuing:

(a) the Republic shall default in the payment ahgipal in respect of the Notes when and as theesam due, and such
default shall continue for a period of thirty (3fys thereatfter;

(b) the Republic shall default in the payment déiast in respect of any of the Notes when anth@same are due, and such
default shall continue for a period of thirty (3f3ys thereatfter;

(c) the Republic shall fail to perform any of itther obligations under the Notes, which defaultllstentinue unremedied
within sixty (60) days after notice of such defahill have been given to the Republic by the Fi&gant or any Noteholder;

(d) as a result of any default or event of defaedulting from the failure to make any payment dghgpal or of interest
thereunder when due contained in any agreementstnruiment related to any External Indebtednessi€éised herein) of the
Republic in excess of US$25,000,000, such Extdmisbtedness becomes due and payable prior tdetesl snaturity thereof or
if the Republic defaults in the payment or repaymainany of its External Indebtedness in exces&J8625,000,000 on the
maturity thereof as extended by any applicable déygace or any guarantee or indemnity given leyRiepublic of any External
Indebtedness in excess of US$25,000,000 of otHealt sot be honored when due and called or withig period of grace
applicable thereto;

(e) a moratorium shall be declared on the paymérang Public External Indebtedness of the Repubiich does not
expressly exclude the Notes; or

(f) the Republic shall deny, repudiate or conthstyalidity of its obligations under the Notes;

then the holders of not less than twenty-five per¢25%) in principal amount of the Notes outstagdinay by written notice
to the Republic and the Fiscal Agent declare theslthen outstanding to be due and payable imnedgiat their principal face
amount plus interest accrued thereon to the dafmagihent, including any Additional Amounts, unlgs®r to receipt of such
demand by the Republic all such defaults have loeieed. If an Event of Default shall give rise taeclaration which shall be
effective and all Events of Default shall ceasedntinue following such declaration, then such dextlon may be rescinded and
annulled by the affirmative vote or written consehthe holders of not less than 66 2/3% in aggegaincipal amount of the
Notes then outstanding in accordance with the ghaess set forth in Section 12 below.

9. Replacement, Exchange and Transfer(a) If any Note shall become mutilated or defacetle destroyed, lost or stolen,
the Fiscal Agent shall, subject to having receitled prior approval of the Republic (such approval to be unreasonably
withheld), authenticate and deliver a new Notehatdffices of the Registrar in New York, on suctime as the Republic or the
Registrar may require, in exchange and substituidiorthe mutilated or defaced Note or in lieu oflan substitution for the
destroyed, lost or stolen Note. In every case diilation or defacement or destruction, loss orthibfe applicant for a substitute
Note shall furnish to the Republic, the Fiscal Agand the Registrar such indemnity as the Reputhiie,Fiscal Agent or the
Registrar, as the case may be, may require an@éraédto their satisfaction of the destruction, loistheft of such Note, and of
the ownership thereof. In every case of mutilatordefacement of a Note, the holder shall surretmiéine Registrar the Note so
mutilated or defaced. In addition, prior to theuissce of any substitute Note, the Republic mayireghe payment of a sum
sufficient to cover any tax or other governmentarge that may be imposed in relation thereto awydogher expenses (including
the fees and expenses of the Fiscal Agent or tlyisfRar) connected therewith. If any Note which hnaestured or is about to
mature shall become mutilated or defaced or berapfig destroyed, lost or stolen, the Republic rpay or authorize payment of
the same without issuing a substitute Note.

(b) Upon the terms and subject to the conditiondosth in the Fiscal Agency Agreement, and subjecsection 9(e) below, a
Note or Notes may be exchanged for a Note or Nofesqual aggregate principal amount, but in sudfemint authorized
denominations as may be requested by the holdesytsgnder of such Note or Notes to the officehef Registrar, or to the office
of any Transfer Agent, together with a written resjufor the exchange.
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(c) Upon the terms and subject to the conditiongasth in the Fiscal Agency Agreement, and subjecsection 9(e) below, a
Note may be transferred in whole or in part (in phiecipal amount of US$100,000 and integral migsgpof US$1,000 in excess
thereof) by the holder or holders surrenderingNioge for registration of transfer at the officetbé Registrar or at the office of
any Transfer Agent, duly endorsed by, or accompghjea written instrument of transfer in form sttedory to the Republic and
the Registrar or any such Transfer Agent, as tee caay be, duly executed by, the holder or holtt@seof or such holder’s or
holders’ attorney-in-fact or attorneys-in-fact dalythorized in writing.

(d) The costs and expenses of effecting any ex@hangegistration of transfer pursuant to the foreg provisions, except for
the expenses of delivery by other than regular ifiadny) and except, if the Republic shall so rieguthe payment of a sum
sufficient to cover any tax or other governmentahrge or insurance charges that may be imposedlation thereto or, in
connection with Section 9(a) above, the fees apereses of the Registrar or Fiscal Agent, will bmedy the Republic.

(e) The Registrar may decline to register the feansr exchange of Notes for a period of 15 dayxeding the due date for
any payment of principal of or interest on the dote

10. Negative Pledge. (a) Negative Pledge. So long as any Note remainstanding (as defined in the Fiscal Agency
Agreement), the Republic will not create or pertoitsubsist any Security (as defined herein) upenwhole or any part of its
present or future revenues, property or assetedors any present or future Public External Indéigss (as defined herein) of
the Republic without at the same time or prior ¢éhersecuring the Notes equally and ratably thefewitproviding such other
security for the Notes as shall be approved bytiiders of a majority of the aggregate principabant outstanding of the Notes.

(b) Exceptions. The following exceptions applytie Republic’'s obligations under subparagraph (ayeb

(i) any Security upon property to secure Publiceixal Indebtedness of the Republic incurred forptingose of financing
the acquisition of such property and any renewabension of any such Security which is limitedte original property
covered thereby and which secures any renewaltension of the original secured financing;

(ii) any Security existing upon property to secBuélic External Indebtedness of the Republic atithe of the acquisition
of such property and any renewal or extension gfsaich Security which is limited to the originabperty covered thereby
and which secures any renewal or extension of tiggnal secured refinancing;

(i) any Security in existence as of the datehwf Fiscal Agency Agreement or any renewal or exterthereof which
secures only the renewal or extension of the agiggecured financing;

(iv) any Security securing Public External Indeliess incurred for the purpose of financing all ant jpf the costs of the
acquisition, construction or development of a prbj any renewal or extension of such Securitgyjgled that (A) the
holders of such Public External Indebtedness espyregree to limit their recourse to the assetsramdnues of such project
or the proceeds of insurance thereon as the pahsgurce of repayment of such Public External tneldness and (B) the
property over which such Security is granted cassslely of such assets and revenues; and

(v) any Security or Securities in addition to thpsemitted pursuant to clauses (i) through (iv)\eh@nd any renewal or
extension thereof, provided that the aggregate aiafuPublic External Indebtedness secured by sdclitional Security or
Securities shall not exceed the equivalent of USXE5000.

(c) Definitions. For the purposes of this Note:

(i) “External Indebtedness” means any Indebtedmdssh is issued pursuant to agreements or evidebgéastruments
subject to Chapter Xl of the Commerce Code ofRlepublic.

(i) “Indebtedness” means any obligation (whethersgnt or future, actual or contingent) for therpagt or repayment of
borrowed money or arising from bonds, debenturetesor other similar instruments.

(i) “Person” means any individual, company, camtoon, firm, partnership, joint venture, associatiorganization, state
or agency of a state or other entity, whether dtiawing a separate legal personality.

(iv) “Public External Indebtedness” means any Endéindebtedness which is in the form of, or repnésd by, bonds,
notes or other securities which are or are inteiddx or are securities which are commonly qudisteéd or ordinarily dealt
in on any stock exchange, automated trading sysieer;the-counter or other securities market (idicig, without limiting
the generality of the foregoing, securities eligifidr resale pursuant to Rule 144A under the Seesithct), and which has an
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original maturity of more than one year or is conaal with a commitment so that the original matuoityne year or less may
be extended at the option of the Republic to aopdrn excess of one year.

(v) “Security” means any mortgage, pledge, lierpdthecation, security interest or other chargenoumbrance including,
without limitation, any equivalent created or argsiunder the laws of the Republic.

11. Covenants.So long as any Note is outstanding, the Repulilic

(a) Ranking: ensure that its obligations underNbées will at all times constitute direct, geneaatl unconditional obligations
of the Republic ranking at all timgsiri passwvithout any preference among themselves and at égaslly with all other present
and future unsecured and unsubordinated Publicfiadténdebtedness of the Republic; and

(b) Listing: use reasonable efforts to maintainlisting of the Notes on the Luxembourg Stock Exade

12. Modifications, Amendments and Waivers.(a) At any meeting of Noteholders duly called dwedd as specified in the
Fiscal Agency Agreement, upon the affirmative vateperson or by proxy thereunto duly authorizedviiting, of the holders of
not less than 66 2/3% in aggregate principal amofitiie Notes then outstanding represented at swggting, or with the written
consent of the holders of not less than 66 2/3%ggregate principal amount of the Notes then oudiétg, the Republic and the
Fiscal Agent, upon agreement between themselvesmmodify, amend or supplement the terms of the 8lotehe Fiscal Agency
Agreement, in any way, and the holders of Notes maie, take or give any request, demand, authaigatirection, notice,
consent, waiver or other action provided by the&ig\gency Agreement or the Notes to be made, givedaken by Noteholders;
provided, however, that no such action may, withitn& consent or affirmative vote, in person or lbgxy thereunto duly
authorized in writing, of the holders of not lekan 75% in aggregate principal amount of the Nttea outstanding, (i) change
the due date for the payment of the principal efg@mium, if any) or any installment of interest any Note, (ii) reduce the
principal amount of any Notes, the portion of syencipal amount that is payable upon acceleratibthe maturity of such
Notes, the interest rate thereon or the premiunmalplayupon redemption thereof, (iii) change the amincurrency in which
payment with respect to interest, premium or ppatin respect of Notes is payable or the placelaces in which any such
payment is required to be made, (iv) shorten themgeluring which the Republic is not permittedréaleem the Notes, or permit
the Republic to redeem the Notes if, prior to saction, the Republic is not permitted to do so,réduce the proportion of the
principal amount of Notes the vote or consent ef tlolders of which is necessary to modify, amendupplement the Fiscal
Agency Agreement or the Conditions of the Notesoomake, take or give any request, demand, autitayiz, direction, notice,
consent, waiver or other action provided herebthereby to be made, taken or given, (vi) changeotiliggation of the Republic
to pay Additional Amounts, if any, pursuant to tetes, (vii) amend the definition of “Outstanding’ Section 1.1 of the Fiscal
Agency Agreement, (viii) change the governing lasavisions of the Notes, (ix) change the Republaigeement to submit to
arbitration in respect of disputes relating to asiag under the Fiscal Agency Agreement or thegdpeach as set forth in
Sections 17 and 18 of the Fiscal Agency Agreemedtia the Notes, (x) change the ranking of the Nate set forth in Section
1(b) hereof or (xi) in connection with an offerdoquire all or any portion of the Notes where thesideration consists of either
cash, new securities to be issued by the Repuilieny combination of the foregoing, amend any EwdrDefault. Any such
modification, amendment or supplement shall beibopndn all Noteholders.

(b) The Republic and the Fiscal Agent may, uporeageent between themselves, without the vote orectnsf any
Noteholder modify, amend or supplement the Fisg@ny Agreement or the Notes for the purposes figany ambiguity, or
curing, correcting or supplementing any defectiveir@onsistent provisions contained therein or iy ananner which the
Republic and the Fiscal Agent may deem mutuallyeasary or desirable that will not adversely affecgny material respect, the
interests of the Noteholders.

13. Notices. All notices to holders of Notes will be valid (@) given in writing and mailed to the holders dftBk at their
respective addresses shown in the Register an@d@dpng as the Notes are listed on the Luxemb@&itogk Exchange and the
rules of such Exchange so require) published sadihg newspaper having general circulation in mixeurg (which is expected
to be theLuxemburger Wojtor in such other publication or city or cities gmcified in the Fiscal Agency Agreement. Notices
may also be published on the website of the Luxemp&tock Exchange atttp://www.bourse.lu Any such notice shall be
deemed to have been given (x) on the date of ngailimthe case of mailed notice, and (y) on thes aditsuch publication or, if
published more than once, on the first date on lvpidlication is made, in the case of publishedceot

14. Prescription. All claims against the Republic for payment ahpipal of or interest on or in respect of the Noshall be
prescribed unless made within five years from tae @n which such payment first became due.
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15. Governing Law. These Notes are governed by, and construed ior@decce with, the law of the State of New York,
except that all matters concerning authorizatiod execution by the Republic, as well as the briggifi any actions and the
enforcement of any judgment against the Republtbéncourts of the Republic, will be governed by ldws of the Republic.

16. Arbitration. Any dispute, controversy or claim arising oubofrelating to the Notes (other than any actiosiag out of
or based on the United States federal or stateriiesulaws), including the performance, interptieta, construction, breach,
termination or invalidity thereof shall be finalgettled by arbitration in accordance with the Awdiibn Rules of the United
Nations Commission on International Trade Law (edalg Article 26 thereof) as in effect on the dafethe Fiscal Agency
Agreement (the “UNCITRAL Arbitration Rules”). Theumber of arbitrators shall be three, to be appdifteaccordance with
Section Il of the UNCITRAL Arbitration Rules. Thejpointing authority shall be the Chairman of théetnational Court of
Arbitration of the International Chamber of Comner¢he third arbitrator may be (but need not behefsame nationality as any
of the parties to the arbitration. The place ofiteaiion shall be New York, New York. The langu&agebe used in the arbitration
proceedings shall be English. Any arbitral tribuocahstituted under this paragraph shall make itssams entirely on the basis of
the substantive law of the State of New York.

The decision of any arbitral tribunal shall be fitmthe fullest extent permitted by law, and artgudgment may be entered
thereon by any Salvadoran court lawfully entitledenter such judgment. In any arbitration or reldegal proceedings for the
conversion of an arbitral award into a judgmeng, Republic will not raise any defense that it caubtl raise but for the fact that it
is a sovereign state. The Republic has not condeatthe jurisdiction of any court outside El Saleg in connection with actions
arising out of or based on the Notes or in conoactith the enforcement of any judgment arisingafutuch actions, nor has the
Republic appointed an agent for service of prooesside El Salvador. The Republic waives &mym non conveniergefense in
any proceeding in El Salvador.

No arbitration proceedings hereunder shall be bipdipon or in any way affect the right or intereSainy person other than
the claimant or respondent with respect to sucltration.

The Republic’s consent to arbitration shall notchrde a holder of any Note from instituting legabgeedings against the
Republic in the courts of El Salvador.

17. Sovereign Immunity. The Republic represents and warrants that it freagight to immunity on the grounds of
sovereignty or otherwise, from the execution of ardgment in El Salvador, or from the executiorenforcement in El Salvador
of any arbitral award (except, in each case, ferlitinitation on alienation of public property) iaspect of any proceeding or any
other matter arising out of or relating to its ghlions contained in the Notes. The enforcemera 8glvadoran court of a foreign
arbitral award is subject to recognition by the ®ape Court of Justice of the Republic, which wéitognize such award if all the
required formalities are observed and the award ¢hmt contravene Salvadoran national sovereigntllip policy and “good
morals.” The public propertyb{enes de uso publifmf the Republic located in El Salvador is notjeabto execution or
attachment, either prior or after judgment. Thecetien of a judgment against El Salvador in El Sdbr is only available in
accordance with the procedures set forth in Art#38 et seq. of the Salvadoran Civil Procedure QufdE382, as amended, for
any execution of judgment commencing on or befoeedinber 31, 2009, and in accordance with procedwateforth in Articles
590 et seq. of the Salvadoran Civil and Businessdtlure Code that is expected to enter into forcdamuary 1, 2010 if no
further amendment is made, for any execution ofijueint commencing on or after that date. Both pmiogs require registration
of the judgment for inclusion in the budget for pegnt in a subsequent fiscal year of the Republic.

The Republic hereby irrevocably waives, to thedstllextent permitted by law, any requirement oeogrovision of law, rule,
regulation or practice which requires or otherwéstablishes as a condition to the institution, @caton or completion of any
action or proceedings (including appeals) in Eiv&adbr arising out of or relating to the Notes, flesting of any bond or the
furnishing, directly or indirectly, of any othercgity.

18. Judgment Currency. All payments required to be made hereunder byRéyeublic shall be in US dollars, regardless of
any law, rule, regulation or statute, whether navhereafter in existence or in effect in any juigsidn, which affects or purports
to affect such obligations. The obligation of thepRblic in respect of any such amount due hereustut, notwithstanding any
payment in any other currency (whether pursuart jwdgment or otherwise), be discharged only toetktent of the amount of
US dollars that any of the Agents may, in accordanith normal banking procedures, purchase withstita paid in such other
currency (after any premium and costs of exchawoge)he Business Day immediately following the daywehich any of the
Agents receives such payments. If the amount indblfrs that may be so purchased for any reasds $abrt of the amount
originally due, the Republic shall pay such addiélbamounts, in US dollars, as may be necessacpitgpensate for such a
shortfall. Any obligation of the Republic not disched by such payment shall be due as a separdtimdependent obligation
and, until discharged as provided herein, shaltinaa in full force and effect.
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SUBSCRIPTION AND SALE

Citigroup Global Markets Inc. and J.P. Morgan Siias Inc. are acting as Joint Lead Managers obffering. Subject to the
terms and conditions in the subscription agreerdated the date of this Offering Circular (the “Serygtion Agreement”), the
Joint Lead Managers will agree severally to purehasd the Republic will agree to sell to the Joed Managers, the principal
amount of the Notes set forth opposite such JadaidLManagers’ hame in the following table.

Joint Lead Managers Principal Amount

Citigroup Global Markets INC. ......ccoeiieiiiiiieee e $290,000,000

J.P. Morgan SecuritieS INC. .........cocviiiccmmmeeeie i US$200,000,000
TO Al e US$400,000,000

The Subscription Agreement provides that the obibiga of the Joint Lead Managers to purchase tlggegate principal
amount of Notes set forth in the table above abjestito approval of legal matters by counsel andther conditions. The Joint
Lead Managers must purchase all such Notes if poeghase any of such Notes. In connection with igsue, the Republic has
placed US$400,000,000 million aggregate principalbant of Notes in exchange for LETES pursuant tpasgte Spanish
language documents. The Joint Lead Managers lawbligation to purchase such Notes.

The Republic has been advised that the Joint Leadalglers propose to resell the Notes at the offeniitg set forth on the
cover page of this Offering Circular within the tthd States to qualified institutional buyers (aingel in Rule 144A) in reliance
on Rule 144A and outside the United States in neigaon Regulation S. See “Transfer Restrictiorihe price at which the Notes
are offered may be changed at any time withouteoti

The Notes have not been and will not be registaratker the Securities Act and may not be offeredotat within the United
States or to, or for the account or benefit of,.yp&sons (as defined in Regulation S) exceptansiactions exempt from, or not
subject to, the registration requirements of theugies Act. See “Transfer Restrictions.”

Accordingly, the Joint Lead Managers have agreatl ttxcept as permitted by the Subscription Agregraad set forth in
“Transfer Restrictions,” they will not offer or $¢he Notes within the United States or to, or tioee account or benefit of, U.S.
persons as part of the distribution of the Notes.

In addition, until 40 days after the commencementhis offering, an offer or sale of Notes withihet United States by a
dealer that is not participating in this offeringynviolate the registration requirements of theuiies Act if that offer or sale is
made otherwise than in accordance with Rule 144A.

In relation to each Member State of the Europeasn&mic Area which has implemented the Prospectusciive (each, a
Relevant Member State), each Joint Lead Managéreytesent and agree in the Subscription Agreertinext with effect from
and including the date on which the Prospectus dilire is implemented in that Relevant Member Stdhe “Relevant
Implementation Date”), it has not made and will naike an offer of Notes to the public in that Ral@vMember State prior to
the publication of a prospectus in relation to NMaes which has been approved by the competenbitytlin that Relevant
Member State or, where appropriate, approved inhandrelevant Member State and notified to the atent authority in that
Relevant Member State, all in accordance with ttasfectus Directive, except that it may, with efffom and including the
Relevant Implementation Date, make an offer of Natethe public in that Relevant Member State gttame:

0] to legal entities which are authorized or reguldatedperate in the financial markets or, if notshorized or
regulated, whose corporate purpose is solely teshin securities;

(ii) to any legal entity which has two or more of (1)aaerage of at least 250 employees during thditestcial
year; (2) a total balance sheet of more than €43000 and (3) an annual net turnover of more than
€50,000,000, as shown in its last annual or codat#d accounts;

(iii) to investors with the minimum total consideratiar mvestor of €50,000; or

(iv) in any other circumstances which do not requireptiiglication by the issuer of a prospectus purst@Aiticle
3 of the Prospectus Directive.

For the purposes of this provision, the expressiorfoffer of Notes to the public” in relation toyaiotes in any Relevant
Member State means the communication in any fordhbgnany means of sufficient information on thenterof the offer and the
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Notes to be offered so as to enable an investdetide to purchase or subscribe the Notes, asathne snay be varied in that
Relevant Member State by any measure implementi@d’tospectus Directive in that Relevant MembeteSiad the expression
“Prospectus Directive” means Directive 2003/71/H@ ancludes any relevant implementing measure oh é2elevant Member
State.

Each Joint Lead Manager will represent and agréleerSubscription Agreement that:

0] it has only communicated or caused to be commuedcand will only communicate or cause to be
communicated an invitation or inducement to engagevestment activity (within the meaning of Secti21 of
the Financial Services and Markets Act (the “FSMA®ceived by it in connection with the issue desd the
Notes in circumstances in which Section 21(1) efB$MA does not apply to the Republic; and

(ii) it has complied and will comply with all applicalpeovisions of the FSMA with respect to anythingnddy it
in relation to the Notes in, from or otherwise ihwng the United Kingdom.

Each Lead Manager will represent and agree in thies@&iption Agreement that the offer in The Netheds of the Notes
included in this offering is exclusively limited tmersons who trade or invest in securities in thedact of a profession or
business (which include banks, stockbrokers, imm@acompanies, pension funds, other institutionakstors and finance
companies and treasury departments of large ergespr

Although application has been made to list the Blate the Luxembourg Stock Exchange and to havéthes trade on the
Euro MTF Market, the listing does not assure thimading market for the Notes will develop. Thenidiead Managers intend to
make a secondary market for the Notes. Howevey, dhe not obligated to do so and may discontinukimgea secondary market
for the Notes at any time without notice. No assaeacan be given as to how liquid the trading miafideethe Notes will be. The
Republic cannot assure you that the prices at wiielNotes will trade in the market after this afig will not be lower than the
initial offering price or that an active trading rket for the Notes will develop and continue aftes offering.

No action has been or will be taken by the Reputnlithe Joint Lead Managers that would or is ineshtb permit an offering
of the Notes or the possession, circulation orritistion of this Offering Circular in preliminary dinal form or any other offering
material relating to the Republic or the Notes,ainy country or jurisdiction where action for thatrpose is required.
Accordingly, the Notes may not be offered, solddelivered, directly or indirectly, and neither tt@dfering Circular nor any
circular, prospectus, form of application, othefeahg material or advertisement relating to thetddomay be distributed or
published, in or from any country or jurisdictiomxcept in compliance with all applicable laws aegulations of any such
country or jurisdiction.

In connection with the offering, the Joint Lead Mgars may purchase and sell Notes in the open mditkese transactions
may include over-allotment, covering transactiond stabilizing transactions. Over-allotment invahgales of Notes in excess of
the principal amount of Notes to be purchased kyJiiint Lead Managers in this offering, which oesa short position for the
Joint Lead Managers. Covering transactions invpluechases of the Notes in the open market afeedistribution has been
completed in order to cover short positions. S$itAbg transactions consist of certain bids or pases of Notes made for the
purpose of preventing or retarding a decline in rierket price of the Notes while the offering isgrogress. Any of these
activities may have the effect of preventing oarding a decline in the market price of the Notébey may also cause the price
of the Notes to be higher than the price that etfesr would exist in the open market in the absesfddese transactions. The
Joint Lead Managers may conduct these transactiotize over-the-counter market or otherwise. H tloint Lead Managers
commence any of these transactions, they may discenthem at any time.

The Joint Lead Managers and their affiliates hanaviged investment banking, commercial banking findncial advisory
services for the Republic from time to time for wihthey have received customary fees and reimbensenof expenses and may
in the future provide additional services for whtbley will receive customary fees and reimburseseftxpenses.

The Republic has agreed to indemnify the Joint Lbthagers against certain liabilities, includingbiiities under the
Securities Act, or to contribute to payments the foint Lead Managers may be required to makeuBecaf any of those
liabilities.

It is expected that delivery of the Notes will bade against payment therefor on or about the geteifeed on the cover page
of this Offering Circular, which will be the fifthusiness day following the date of pricing of theté$ (this settlement cycle being
referred to as “T+6"). Under Rule 15c¢6-1 under Exehange Act, trades in the secondary market gbyer required to settle
in three business days, unless the parties to arty sade expressly agree otherwise. Accordingls. urchasers who wish to
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trade Notes on the date of pricing or the next swoceeding business days will be required, by &idfithe fact that the Notes
initially will settle in T+6, to specify an alterteasettlement cycle at the time of any such tradprévent a failed settlement.

Purchasers of Notes in other countries who widhatte the Notes on the date of pricing or the hegtsucceeding business days
should consult their own advisor.
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BOOK-ENTRY SETTLEMENT AND CLEARANCE
Global Notes

The Notes will initially be issued in the form ofid registered notes in global form (which we referin this offering
memorandum as “Global Notes”), without interestmans, as follows:

* Notes sold to qualified institutional buyers iniaalce on Rule 144A under the Securities Act willbpresented by one or
more Global Notes (which we refer to in this OffigriCircular as the “Restricted Global Notes”); and

* Notes sold in offshore transactions to non-U.Ss@es in reliance on Regulation S will be represgtig one or more
Global Notes (which we refer to in this Offeringr€lilar as the “Regulation S Global Notes”).

Upon issuance, the Global Notes will be deposité the Fiscal Agent (as defined in “Terms and Gtods of the Notes”)
as custodian for DTC and registered in the nangraiminee of DTC.

Ownership of beneficial interests in each GlobateNwill be limited to persons who have account$idirC (which we refer
to in this offering memorandum as the “DTC part&ifs”) or persons who hold interests through DT@igipants. The Republic
expects that under procedures established by DTC:

* upon deposit of each Global Note with DTC’s cusaodiDTC will credit portions of the principal amduwf the Global
Note to the accounts of the DTC participants desigph by the Joint Lead Managers; and

« ownership of beneficial interests in each GlobaleNwill be shown on, and transfer of ownershiphafse interests will be
effected only through, records maintained by DT@Hwespect to interests of DTC participants) amel tecords of DTC
participants (with respect to other owners of befafinterests in each Global Note).

Investors may hold their interests in the RegutaoGlobal Note directly through Euroclear or Cétiaram, Luxembourg, if
they are participants in those systems, or indirebtough organizations that are participantshiose systems. Investors may also
hold their interests in the Regulation S Global éNtitrough organizations other than Euroclear oaGteeam, Luxembourg that
are DTC participants. Each of Euroclear and Clesast, Luxembourg will appoint a DTC participantatct as its depositary for
the interests in the Regulation S Global Note trat held within DTC for the account of each of thesttlement systems on
behalf of its respective participants.

Beneficial interests in the Global Notes may noteliehanged for Notes in physical certificated fagrtept in the limited
circumstances described below.

Each Global Note and beneficial interests in eattb&@ Note will be subject to restrictions on tréarsas described under
“Transfer Restrictions.”

Exchanges between the Global Notes

Beneficial interests in one Global Note may gergrbk exchanged for interests in another GlobaleN@epending on
whether the transfer is being made during or &fier40-day restricted period, and to which GlobateNthe transfer is being
made, the Fiscal Agent may require the seller tvige certain written certifications in the formopided in the Fiscal Agency
Agreement (as defined in “Terms and Conditionshefiflotes”).

A beneficial interest in a Global Note that is stered to a person who takes delivery throughteroBlobal Note will, upon
transfer, become subject to any transfer restristemd other procedures applicable to beneficiatésts in the other Global Note.

Book-Entry Procedures for the Global Notes

All interests in the Global Notes will be subjeotthe operations and procedures of DTC and, ifiegiple, Euroclear and
Clearstream, Luxembourg. The Republic providesftiewing summaries of those operations and procesisolely for the
convenience of investors. The operations and proesdof each settlement system are controlled atygéttlement system and
may be changed at any time. Neither the Republi¢hr®@Joint Managers is responsible for those djperor procedures.

DTC has advised that it is:
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e alimited purpose trust company organized undetlaivs of the State of New York;

e a“banking organization” within the meaning of tew York State Banking Law;

« amember of the U.S. Federal Reserve System;

e a‘“clearing corporation” within the meaning of tdaiform Commercial Code; and

* a‘“clearing agency” registered under Section 17#efU.S. Securities Exchange Act of 1934.

DTC was created to hold securities for its partiaigg and to facilitate the clearance and settleroeréecurities transactions
between its participants through electronic bookyershanges to the accounts of its participantsCBTparticipants include
securities brokers and dealers, including the Jogatd Managers; banks and trust companies; cleaongorations; and other
organizations. Indirect access to DTC'’s systemlds available to others such as banks, brokerdedeand trust companies;
these indirect participants clear through or mamgacustodial relationship with a DTC participaeither directly or indirectly.
Investors who are not DTC participants may benalficiown securities held by or on behalf of DTC ynhrough DTC
participants or indirect participants in DTC.

So long as DTC'’s nominee is the registered ownexr Gfobal Note, that nominee will be consideredsble owner or holder
of the Notes represented by that Global Note fbpafposes under the Fiscal Agency Agreement. Bxasprovided below,
owners of beneficial interests in a Global Note:

« will not be entitled to have Notes representedheyGlobal Note registered in their names;
« will not receive or be entitled to receive physjaartificated notes; and

« will not be considered the owners or holders ofMtwées under the Fiscal Agency Agreement for amp@se, including
with respect to the giving of any direction, ingtion or approval to the Fiscal Agent under the&ig\gency Agreement.

As a result, each investor who owns a beneficigrest in a Global Note must rely on the procedofd3TC to exercise any
rights of a holder of Notes under the Fiscal AgeAgyeement (and, if the investor is not a partinipar an indirect participant in
DTC, on the procedures of the DTC participant tigfowhich the investor owns its interest in the Nyte

Payments of principal and interest with resped¢htoNotes represented by a Global Note will be madthe Fiscal Agent to
DTC’s nominee as the registered holder of the Glblote. Neither the Republic nor the Fiscal Ageiit have any responsibility
or liability for the payment of amounts to ownefsbeneficial interests in a Global Note, for anpes of the records relating to
or payments made on account of those interestsiify, Br for maintaining, supervising or reviewingyaecords of DTC relating
to those interests.

Payments by participants and indirect participant®TC to the owners of beneficial interests in blgal Note will be
governed by standing instructions and customarystrg practice and will be the responsibility obse participants or indirect
participants and DTC.

Transfers between participants in DTC will be efégcunder DTC’s procedures and will be settled ame-day funds.
Transfers between participants in Euroclear or iGtezam, Luxembourg will be effected in the ordineray under the rules and
operating procedures of those systems.

Cross-market transfers between DTC participantsherone hand, and participants in Euroclear oaiGteeam, Luxembourg,
on the other hand, will be effected within DTC thgh the DTC participants that are acting as deposg for Euroclear and
Clearstream, Luxembourg. To deliver or receiveiraerest in a Global Note held in a Euroclear oeat$tream, Luxembourg
account, an investor must send transfer instrustiorEuroclear or Clearstream, Luxembourg, as déise cay be, under the rules
and procedures of that system and within the asteddl deadlines of that system. If the transactimets its settlement
requirements, Euroclear or Clearstream, Luxemboasgthe case may be, will send instructions tdIt€ depositary to take
action to effect final settlement by deliveringreceiving interests in the relevant Global Note®1FC, and making or receiving
payment under normal procedures for same-day fgettlement applicable to DTC. Euroclear and Clesash, Luxembourg
participants may not deliver instructions directly the DTC depositaries that are acting for Euracler Clearstream,
Luxembourg.
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Because of time zone differences, the securitieswatt of a Euroclear or Clearstream, Luxembourdgigpant that purchases
an interest in a Global Note from a DTC participavitl be credited on the business day for EuroclearClearstream,
Luxembourg immediately following the DTC settlemelatte. Cash received in Euroclear or Clearstréamembourg from the
sale of an interest in a Global Note to a DTC paréint will be received with value on the DTC satient date but will be
available in the relevant Euroclear or Clearstreamxembourg cash account as of the business daguclear or Clearstream,
Luxembourg following the DTC settlement date.

DTC, Euroclear and Clearstream, Luxembourg haveeafto the above procedures to facilitate transféiaterests in the
Global Notes among participants in those settleragstiems. However, the settlement systems arebfigiated to perform these
procedures and may discontinue or change theseguoes at any time. Neither the Republic nor tisedf Agent will have any
responsibility for the performance by DTC, EurocleaClearstream, Luxembourg or their participamténdirect participants of
their obligations under the rules and procedure®igong their operations.

Certificated Notes

Notes in physical, certificated form will be issuaud delivered to each person that DTC identifiea deneficial owner of the
related Notes only if:

« DTC notifies the Republic at any time that it isailling or unable to continue as depositary for thlwbal Notes and a
successor depositary is not appointed within 9Gday

« DTC ceases to be registered as a clearing agendgr the U.S. Securities Exchange Act of 1934 amsliaessor
depositary is not appointed within 90 days; or

« the Fiscal Agent receives a notice from the reggstéolder of the Global Note requesting excharfgespecified amount
for individual note certificates following a faileito pay at maturity or upon acceleration of anyeNo
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TRANSFER RESTRICTIONS

The Notes are subject to the following restrictiomstransfer. By purchasing Notes, each prospedatiwestor will be deemed
to have made the following acknowledgments, repitagiens to and agreements with the Republic aaddnt Lead Managers:

(1) Each prospective investor acknowledges that:

» the Notes have not been registered under the Sesukict or any other securities laws and are beiifered
for resale in transactions that do not requirestegfion under the Securities Act or any other gtes laws;
and

» unless so registered, the Notes may not be offa@d, or otherwise transferred except under an piiem
from, or in a transaction not subject to, the regton requirements of the Securities Act or artlieo
applicable securities laws, and in each case impdiante with the conditions for transfer set farttparagraph
(4) below.

(2) Each prospective investor represents that it isanddffiliate (as defined in Rule 144 under theuigies Act) of the
Republic, that it is not acting on the Republicghhblf and that either:

« itis a qualified institutional buyer (as definedRule 144A) and is purchasing Notes for its owooaat or for
the account of another qualified institutional byyend it is aware that the Joint Lead Managerssalleng the
Notes to it in reliance on Rule 144A,; or

» itis not a U.S. person (as defined in Regulationn8er the Securities Act) or purchasing for theoaat or
benefit of a U.S. person, other than a distributord it is purchasing Notes in an offshore trarsacin
accordance with Regulation S.

(3) Each prospective investor acknowledges that neitierRepublic nor the Joint Lead Managers nor amggn
representing the Republic or the Joint Lead Marsabas made any representation to such prospentiestdr with respect to the
Republic or the offering of the Notes, other thha information contained in this Offering Circul&ach prospective investor
represents that it is relying only on this Offeri@rcular in making its investment decision wittspect to the Notes. Each
prospective investor agrees that it has had adoesach information concerning the Republic and Nluges as it has deemed
necessary in connection with its decision to pusehidotes, including an opportunity to ask questiminand request information
from the Republic.

(4) Each prospective investor represents that it i€hmsing Notes for its own account, or for one oremavestor
accounts for which it is acting as a fiduciary geat, in each case not with a view to, or for ofiesale in connection with, any
distribution of the Notes in violation of the Seitieis Act, subject to any requirement of law theg tlisposition of its property or
the property of that investor account or accouetsiball times within its or their control and seddjto its or their ability to resell
the Notes pursuant to Rule 144A or any other ablElaxemption from the registration requirementshef Securities Act. Each
prospective investor agrees on its own behalf antvehalf of any investor account for which it isrghasing Notes, and each
subsequent holder of the Notes by its acceptandbeoNotes will agree, that until the end of thelegable resale restriction
period pursuant to Regulation S or Rule 144, theeblmay be offered, sold or otherwise transferrdg: o

(a) to the Republic;
(b) under a registration statement that has beelam® effective under the Securities Act;

(c) for so long as the Notes are eligible for resaider Rule 144A, to a person whom the selleoredsy believes
is a qualified institutional buyer that is purchragfor its own account or for the account of anotigalified institutional
buyer and to whom it has given notice that thesi@nis being made in reliance on Rule 144A;

(d) pursuant to Regulation S; or

(e) under any other available exemption from thggsteation requirements of the Securities Act; sabjn each of
the above cases to any requirement of law thatdisygosition of the seller’'s property or the propesf an investor
account or accounts be at all times within thees@t such account’s control.

Each prospective investor also acknowledges that:
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» the Republic and the fiscal agent reserve the tghequire, in connection with any offer, saleotier transfer of Notes
before the applicable resale restriction periodsgmatsuant to Regulation S or Rule 144 under cta(deand (e) above,
the delivery of an opinion of counsel, certificatsoand/or other information satisfactory to the lejc and the fiscal
agent;

* Notes (other than those issued outside the Unitate$Spursuant to Regulation S) will, until the iexipon of one year
from the original issuance date of the Notes (arthsather date as specified in Rule 144 or as spdcifi another
applicable exemption under the Securities Act)esslotherwise agreed by us and the holder thebeaf, a legend
substantially to the following effect:

THIS NOTE (OR ITS PREDECESSOR) WAS ORIGINALLY ISSDEIN A TRANSACTION NOT SUBJECT TO THE
REGISTRATION REQUIREMENTS OF THE U.S. SECURITIES AOF 1933, AS AMENDED (THE “SECURITIES ACT"),
AND THIS NOTE MAY NOT BE OFFERED, SOLD OR OTHERWISHRANSFERRED IN THE ABSENCE OF
REGISTRATION OR AN APPLICABLE EXEMPTION THEREFROMEACH PURCHASER OF THIS NOTE IS HEREBY
NOTIFIED THAT THE SELLER OF THIS NOTE MAY BE RELYI& ON THE EXEMPTION FROM THE PROVISIONS OF
SECTION 5 OF THE SECURITIES ACT PROVIDED BY RULE44 THEREUNDER.

THE HOLDER OF THIS NOTE AGREES FOR THE BENEFIT OHE ISSUER THAT (A) THIS NOTE MAY BE OFFERED,
RESOLD, PLEDGED OR OTHERWISE TRANSFERRED, ONLY i THE ISSUER OF THIS NOTE, (ll) IN THE UNITED
STATES TO A PERSON WHOM THE SELLER REASONABLY BELMES IS A QUALIFIED INSTITUTIONAL BUYER
(AS DEFINED IN RULE 144A UNDER THE SECURITIES ACTN A TRANSACTION MEETING THE REQUIREMENTS
OF RULE 144A, (lll) OUTSIDE THE UNITED STATES IN ANDFFSHORE TRANSACTION IN ACCORDANCE WITH
RULE 904 UNDER THE SECURITIES ACT, (IV) PURSUANT TAN EXEMPTION FROM REGISTRATION UNDER THE
SECURITIES ACT PROVIDED BY RULE 144 THEREUNDER (WVAILABLE) OR (V) PURSUANT TO AN EFFECTIVE
REGISTRATION STATEMENT UNDER THE SECURITIES ACT, INEACH OF CASES (Il) THROUGH (V) IN
ACCORDANCE WITH ANY APPLICABLE SECURITIES LAWS OF NY STATE OF THE UNITED STATES, AND (B)
THE HOLDER WILL, AND EACH SUBSEQUENT HOLDER IS REQBED TO, NOTIFY ANY PURCHASER OF THIS
NOTE FROM IT OF THE RESALE RESTRICTIONS REFERRED TN (A) ABOVE.

BY ACCEPTANCE OF THIS NOTE BEARING THE ABOVE LEGENDWVHETHER UPON ORIGINAL ISSUANCE OR
SUBSEQUENT TRANSFER, EACH HOLDER OF THIS NOTE ACKMQEDGES THE RESTRICTIONS ON THE
TRANSFER OF THESE NOTES SET FORTH ABOVE AND AGREEBAT IT SHALL TRANSFER THIS NOTE ONLY AS
PROVIDED HEREIN AND IN THE FISCAL AGENCY AGREEMENT.

THE FOREGOING LEGEND MAY BE REMOVED FROM THIS NOTION SATISFACTION OF THE CONDITIONS
SPECIFIED IN THE FISCAL AGENCY AGREEMENT.

* Notes issued outside the United States pursuaiegulation S will, unless otherwise agreed by ud #ie holder
thereof, bear a legend substantially to the foltapéffect:

THIS NOTE HAS NOT BEEN AND WILL NOT BE REGISTERED NDER THE U.S. SECURITIES ACT OF 1933, AS
AMENDED (THE “SECURITIES ACT”), OR WITH ANY SECURITES REGULATORY AUTHORITY IN ANY
JURISDICTION AND, ACCORDINGLY, MAY NOT BE OFFERED R SOLD WITHIN THE UNITED STATES OR TO, OR
FOR THE ACCOUNT OR BENEFIT OF, U.S. PERSONS EXCERI ACCORDANCE WITH THE FISCAL AGENCY
AGREEMENT AND PURSUANT TO AN EXEMPTION FROM REGISTRION UNDER THE SECURITIES ACT OR
PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNER THE SECURITIES ACT.

Each prospective investor acknowledges that theiBlep the Joint Lead Managers and others will nghpn the truth and
accuracy of the above acknowledgments, represensatind agreements. Each prospective investor sagiee if any of the
acknowledgments, representations or agreementspsaspective investor is deemed to have made hpuitshase of Notes is no
longer accurate, it will promptly notify the Repigdhnd the Joint Lead Managers. If any prospedtivestor is purchasing any
Notes as a fiduciary or agent for one or more itoreaccounts, such prospective investor repregbatsit has sole investment
discretion with respect to each of those accoundsthat it has full power to make the above ackeolments, representations
and agreements on behalf of each account.
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TAXATION

El Salvador Taxation

The following is a general discussion of Salvadorax considerations. The discussion is based upentax laws of El
Salvador as in effect on the date of this Offei@iccular, which are subject to change. Prospedtivestors should consult their
own tax advisers with respect to Salvadoran taxsequences of the investment. This summary doedismiss the effects of any
treaties that may be entered into by, or be effeatiith respect to, El Salvador.

Under current Salvadoran law, including Legislativecree No. 31 (as published in tBbério Oficial on May 25, 2009),
payments of principal and interest on the Notesnatesubject to income or withholding tax in El &aor. In addition, gains
realized on the sale or other disposition of theelare not subject to income or withholding taxEInSalvador provided the
transaction takes place outside El Salvador owitliin El Salvador, through a Salvadoran stock exgfe by an individual.
Capital gain obtained for the purchase and satb@Notes within El Salvador will be subject to theatment set up in the tax
legislation. There are no Salvadoran transfer,ritdrece, gift or succession taxes applicable toNbtes.

United States Taxation
United States Treasury Circular 230 Notice

Any U.S. federal taxation discussion in this OffigriCircular was not intended or written to be used] cannot be used, by
any taxpayer for purposes of avoiding U.S. fediralpenalties that may be imposed on the taxpdyer.such tax discussion was
written to support the promotion or marketing of tHotes to be issued or sold pursuant to this DffeCircular. Each taxpayer
should seek advice based on the taxpayer’s paticuicumstances from an independent tax adviser.

Generally

The following summary of certain United States fadléncome tax consequences to original purchasktee Notes of the
purchase, ownership and disposition of the Notémged upon existing U.S. federal income tax lahickvis subject to change,
possibly with retroactive effect. This summary does purport to discuss all aspects of U.S. fedem@me taxation which may
be relevant to a particular investor in light ofathnvestor’s individual investment circumstancesch as investors whose
functional currency is not the U.S. dollar or cierttypes of investors subject to special tax ryles, financial institutions,
insurance companies, dealers in securities or igcigs, certain securities traders, regulated imvest companies, and tax-exempt
organizations and investors holding Notes as atipasin a “straddle,” “conversion transaction,” 6constructive sale”
transaction). In addition, this summary does nstas any non-U.S., state, or local tax consideratiThis summary only applies
to investors that hold Notes as “capital assetehégally, property held for investment) within timeaning of the U.S. Internal
Revenue Code of 1986, as amended (the “Code”) pRatise investors should consult their own tax sadssg regarding the U.S.
federal, state, and local, as well as non-U.S.ctasiderations of investing in the Notes.

For purposes of this summary, a “U.S. Holder” in@s an individual who is a citizen or resident feé United States, a
corporation or partnership (including an entityatexl as a corporation or partnership for U.S. fadacome tax purposes) created
or organized in or under the laws of the Unitedt€3taany state of the United States or the Distric€olumbia (other than a
partnership that is not treated as a “United Stpgeson” (as defined for U.S. federal tax purposesber any applicable Treasury
regulations), an estate whose income is subjett % federal income tax regardless of its source wust if a court within the
United States is able to exercise primary supamisiver the administration of the trust and onenore United States persons
have the authority to control all substantial diecis of the trust. Notwithstanding the precedingteece, to the extent provided in
Treasury regulations, certain trusts in existenceAagust 20, 1996, and treated as United Statesopsrunder the Code and
applicable Treasury regulations prior to that déteat elect to continue to be treated as UnitedeStpersons under the Code or
applicable Treasury regulations also will be U.®8ldérs. As used herein, the term “non-U.S. Holdagans a holder of a Note
that is not a U.S. Holder.

Payments of Interest and Additional Amounts

Payments of interest on a Note (including AdditioAmounts, if any) generally will be taxable to a3J Holder as ordinary
interest income at the time it is received or aedrdepending on the U.S. Holder’s regular metHdeoaccounting.
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Interest on the Notes will constitute income froourses outside the United States. Under the fortgncredit rules, that
interest will, depending on the U.S. Holder’s cimgtances, be “passive” or “general” income, whioheither case, is treated
separately from other types of income for purpafesomputing the foreign tax credit allowable t&J&. Holder under the U.S.
federal income tax laws.

Original Issue Discount

For U.S. federal income tax purposes, a Note wltreated as issued with original issue discoudtl”) if the excess of the
“stated redemption price at maturity” of the Noteepits “issue price” equals or exceeds the “deimisi’ amount (generally, 0.25
of one percent of such Note’s stated redemptiocepat maturity multiplied by the number of complgéars from the issue date
to the maturity date). The stated redemption paiceaturity equals the sum of all payments due wtite Note, other than any
payments of “qualified stated interest.” A “quadifi stated interest” payment generally is a paynoérdtated interest that is
unconditionally payable in cash or property, ortthidl be constructively received, at least annyalliring the entire term of the
Note. The issue price will generally equal theia@hipublic offering price at which a substantialnmber of Notes is issued in a
given offering.

A U.S. Holder must include in its gross income antswf non-de minimis OID as ordinary interest imeon an accrual
basis generally under a “constant yield to mattnibethod described below (whether a U.S. Holdea isash or accrual basis
taxpayer). Generally, OID must be included in inedmadvance of the receipt of cash representing sicome.

The amount of OID on a Note that a U.S. Holder ninstude in its income during a taxable year is shien of the “daily
portions” of OID for that Note. The daily portioase determined by allocating to each day in anrtealgoeriod” (generally the
period between compounding dates) a pro rata poiothe OID attributable to that accrual periocheTamount of OID
attributable to an accrual period is the produdhef“adjusted issue price” of the Note at the beijig of the accrual period and
its yield to maturity reduced by the sum of therpants of qualified stated interest on the Notecalbbe to the accrual period. The
adjusted issue price of a Note at the beginningnyf accrual period is generally equal to the surntsofsue price and all prior
accruals of OID. Cash payments on an OID Note boeaded first to any stated interest then duen ttoepreviously accrued OID
(in the order of accrual) to which cash paymentsheot yet been allocated, and then to principal.

A U.S. Holder generally may make an irrevocablet@ea to include in its income the entire returnanOID Note (including
payments of qualified stated interest) under thestant yield method applicable to OID.

For purposes of the foreign tax credit provisiofishe Code, any OID accrued on a Note and included U.S. Holder's
income will constitute income from sources outglte United States and generally will be classifisdpassive category income”
(or, in certain cases, as “general category income”

Treatment of Premium

If a U.S. Holder’s basis upon purchase of the Notgreater than its principal amount, a U.S. Holsidrbe considered to have
purchased the Note at a premium. The U.S. Holdeergdly may elect to amortize this premium over tiren of the Note. If the
U.S. Holder makes this election, the amount ofrggeincome the U.S. Holder must report for U.8efal income tax purposes
with respect to any interest payment date will eéuced by the amount of premium allocated to threogerom the previous
interest payment date to that interest payment d&e amount of premium allocated to any such pegaalculated by taking the
difference between (i) the stated interest payahléhe interest payment date on which that perfmtseand (ii) the product of (a)
the Note’s overall yield to maturity and (b) theSUHolder’'s purchase price for the Note (reducedabnounts of premium
allocated to previous periods). If the U.S. Holdekes the election to amortize premium, the eleatidl apply to the Note and
to all debt instruments acquired at a premium thatU.S. Holder holds at the beginning of the téxalear in which the U.S.
Holder makes the election and to all debt instrusiesabsequently purchased at a premium, unless .®eHolder obtains the
U.S. Internal Revenue Service’s consent to revogati the election. If the U.S. Holder does not méhke election to amortize
premium on a Note and holds the Note to maturitg, 1.S. Holder will have a capital loss for U.Sddeal income tax purposes,
equal to the amount of the premium, when the Nadéures. If the U.S. Holder does not make the eledid amortize premium
and sells or otherwise disposes of the Note befatirity, the premium will be included in the UlSolder’s “tax basis” in the
Note, and therefore will decrease the gain, orease the loss, that the U.S. Holder would othervéséize on the sale or other
disposition of the Note.
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Pre-issuarnce Interest

If a Note is issued with pre-issuance accrued éstera U.S. Holder may treat the Note, for U.Sefatlincome tax purposes,
as having been issued for an amount that exclutdepre-issuance accrued interest. In that evepgriion of the first stated
interest payment equal to the excluded pre-issuagceued interest will be treated as a return ahspre-issuance accrued
interest and will not be taxable to such U.S. Holateotherwise treated as an amount payable oNdite.

Sale, Exchange or Retirement of a Note

A U.S. Holder will generally recognize taxable d¢apgain or loss upon the sale, exchange, retiremeother disposition of a
Note (including payments as a result of an acceterain an amount equal to the difference betwenamount realized upon
that sale, exchange, retirement or other disposifather than amounts representing accrued andidintarest) and that U.S.
Holder’s adjusted tax basis in the Note. A U.S.d€0ls adjusted tax basis in a Note generally wjlia that U.S. Holder’s initial
investment in the Note. That gain or loss will getig be long-term capital gain or loss if the Natéheld for more than one year,
and generally will be U.S. source income or logsUdS. foreign tax credit limitation purposes. Undearrent law, net capital
gains of individuals may be taxed at lower ratesmthems of ordinary income. The ability of a UHRlder to offset capital losses
against ordinary income is limited.

Non-U.S. Holders

Subject to the discussion below of special rules thay apply to certain non-U.S. Holders and trezudision below of
“backup” withholding, payments of interest and akgditional Amounts on the Notes are currently nabjsct to U.S. federal
income tax, including withholding tax, if paid to“aon-U.S. Holder,” as defined above, whether or that non-U.S. Holder is
engaged in a trade or business in the United Statésss that holder:

(i) is an insurance company carrying on a U.Suraisce business to which the interest is attridatakithin the meaning
of the Code, or

(i) has an office or other fixed place of busin@sshe United States to which the interest istaitable and the interest is
derived in the active conduct of a banking, finagcor similar business within the United States esadain other conditions
exist.

In addition, (i) subject to the discussion belowspgcial rules that may apply to certain non-USddd and the discussion
below of backup withholding, a non-US Holder wititrbe subject to U.S. federal income or withholdiag on any gain realized
on the sale or exchange of a Note, and (ii) theedletill be deemed to be situated outside the Uriitiades for purposes of the
U.S. federal estate tax and will not be includilblehe gross estate for purposes of that tax incdee of a non-US Holder who
was not a citizen of the United States at the tifngeath if income on the Notes would not have beféettively connected with a
U.S. trade or business at the time of the hold#zath.

Special rules may apply in the case of non-U.Sdkia that are (i) engaged in a U.S. trade or bssjn@) former citizens or
long-term residents of the United States, “contaliforeign corporations,” corporations which acclateiearnings to avoid U.S.
federal income tax, or certain foreign charitabigamizations, each within the meaning of the Caue(jii) non-resident alien
individuals who are present in the United Statesl88 days or more during a taxable year.

Backup Withholding and Information Reporting

In general, information reporting requirements \aiply to payments of principal of and interest angt Additional Amounts
on the Notes to non-corporate U.S. Holders if thosgments are made within the United States orrlthrough a custodian or
nominee that is a “U.S. Controlled Person,” asrifibelow. Backup withholding will apply to thosayments if such a U.S.
Holder fails to provide an accurate taxpayer idamtiion number or, in the case of interest paymemtd the accrual of interest,
fails to certify that it is not subject to backujtivholding or is notified by the U.S. Internal Rewe Service that it has failed to
report all interest and dividends required to bawshon its U.S. federal income tax returns. Paysefifprincipal and interest to
beneficial owners who are non-U.S. Holders genemalll not be subject to information reporting ahdckup withholding, but
those holders may be required to establish themgtion from information reporting and backup witkding by certifying their
status on U.S. Internal Revenue Service Forms WR8BE

The payment of proceeds of a sale or redemptidwotds effected at the U.S. office of a broker wéherally be subject to the
information reporting and backup withholding ruldsscribed above. In addition, the information répgrrules will apply to
payments of proceeds of a sale or redemption effeat a non-U.S. office of a broker that is a W C8ntrolled Person, unless the
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broker has documentary evidence that the holdeepeficial owner is not a U.S. Holder (and has ctoa knowledge or reason
to know to the contrary) or the holder or benefiolner otherwise establishes an exemption.

Under U.S. Treasury regulations, a payment to alh&h partnership is treated, with some exceptitordhackup withholding
purposes as a payment directly to the partnerhiaddhe partners are required to provide any requiertifications.

A “U.S. Controlled Person” is:
e a“United States person” (as defined for U.S. fellex purposes);
e acontrolled foreign corporation for U.S. federaddme tax purposes;

« anon-U.S. person 50% or more of whose gross indsnderived for tax purposes from a U.S. trade usitess for a
specified three-year period; or

e anon-U.S. partnership in which United States perdwld more than 50% of the income or capitalredtts or which is
engaged in a U.S. trade or business.

Backup withholding is not an additional tax. Any @mts withheld under the backup withholding rulesif a payment to a
holder of a Note generally will be allowed as auref or a credit against the holder's U.S. federabime tax liability as long as
the holder provides the required information toth8. Internal Revenue Service.

EU Savings Directive

Under EC Council Directive 2003/48/EC on the teoatdf savings income (the “Savings Directive”), Mmn States are
required to provide to the tax authorities of aeothMember State details of payments of interestsimilar income) paid by a
person within its jurisdiction to an individual résnt in that other Member State or to certaintiéditypes of entity established in
that other Member State. However, for a transitigesiod, Belgium, Luxembourg and Austria are iasteequired (unless during
that period they elect otherwise) to operate alalting system in relation to such payments (theirenof such transitional
period being dependent upon the conclusion of icedther agreements relating to information exclamgth certain other
countries). A number of non-EU countries and teriéts including Switzerland have adopted similaraswes (a withholding
system in the case of Switzerland).

On September 15, 2008 the European Commissiondssueport to the Council of the European Unionttenoperation of the
Savings Directive, which included the Commissioak/ice on the need for changes to the Savings dieedOn November 13,
2008 the European Commission published a moreléétproposal for amendments to the Savings Diregctivhich included a
number of suggested changes. The European Parliapproved an amended version of this proposal il 24, 2009. If any of
those proposed changes are made in relation t8akimgs Directive, they may amend or broaden tbpeof the requirements
described above. Noteholders are advised to cotigiltindependent professional advisers in retat@mthe implications of the
proposed changes, once finally made.

VALIDITY OF THE NOTES

The validity of the Notes will be passed upon ohdieof the Republic by Lic. Romeo Benjamin Baraadvieléndez, the
Fiscal General(the “Attorney General”) of the Republic and by ksyy Finanzas, Salvadoran counsel to the Repubiit,by
Arnold & Porter LLP, U.S. counsel to the Republite validity of the Notes will be passed upon ohdeof the Joint Lead
Managers by Guandique Segovia Quintanilla, Sahaedeopunsel to the Joint Lead Managers, and by 8taa& Sterling LLP,
U.S. counsel to the Joint Lead Managers. As tmalters of Salvadoran law, Arnold & Porter LLP waly on the opinions of the
Attorney General and Leyes y Finanzas, and Shean@terling LLP will rely upon the opinion of Guaiggie Segovia
Quintanilla.
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GENERAL INFORMATION

1. The Regulation S Global Note will be accepted diearance through Euroclear and Clearstream, rabeeirg and the
Restricted Global Note will be accepted for cleamthrough DTC. The CUSIP numbers for the Reguiafidslobal Note and the
Restricted Global Note are P01012 AQ9 and 283875, Aéspectively. The common codes for the Reguiaidslobal Note and
the Restricted Global Note are 047042798 and 047&Bl2respectively, and the International Securittestification Numbers
for the Regulation S Global Note and the RestriGémbal Note are USP01012AQ98 and US283875AP7pertively.

2. The Republic has obtained all necessary consampsovals and authorizations in the Republicldd&vador in connection
with the issue and performance of the Notes. Tégeiof the Notes is authorized under LegislativerBe No. 31 (as published in
theDiario Oficial on May 25, 2009) of the Republic’s Legislative Asdy.

3. The Republic is currently involved in three pieigdarbitration proceedings. The first is an agtibn proceeding filed by
Enel, an Italian company, before the InternatioBalamber of Commerce requesting indemnification &$L20.0 million,
alleging the Republic breached a contract thatigeal/for the acquisition of a number of shares ateo, a power generating
company owned by CEL, a state-owned monopoly, anel.E The second arbitration proceeding was filgdPlcific Rim, a
company with headquarters in Canada, pursuant &pt€h 10 of CAFTA-DR, claiming US$77.0 million fan indemnification
claim involving the opening of a gold mine in Saidto, Department of Cabafias. The third arbitrafiococeeding was filed by
Commerce Group, an American company, pursuant tapteh 10 of CAFTA-DR, claiming US$100.0 million faan
indemnification claim involving the opening of ameiin San Sebastian, Department of La Unién.

The Republic has always fulfilled its obligationarguant to international arbitral awards and ingetw comply with any
obligations imposed upon it by any future arbitraard.

4. On November 15, 2009, Moody's Investors Serdoengraded the Republic’s long-term governmentdotings from
“Baa3” to “Bal”, one level below investment gradeath a “negative outlook”. Currently, the Repubsidong-term issuer default
rating by Fitch Ratings is “BB” and its foreign ceincy issuer credit rating by Standard & Poor*BB”.

Obligations rated “Ba” for Moody’s are judged tovhaspeculative elements and are subject to sukstaredit risk. Moody's
appends numerical modifiers 1, 2 and 3 to eachrgerating classification. The modifier 1 indicata high-range ranking in the
Ba generic rating classification. A Standard & P®6BB” rating indicates that an obligor is lesglrerable in the near term than
other lower-rated obligors although it faces majogoing uncertainties and exposure to adverse éssitinancial, or economic
conditions which could lead to the obligor’s inadatg capacity to meet its financial commitmentse Tatings from “AA” to
“CCC” for Standard & Poor’'s may be modified by #dition of a plus “+” or minus “-” sign to showlative standing within the
major rating categories. A Standard & Poor’s i@gtinutlook assesses the potential direction of g-temm credit rating over the
intermediate term (typically six months to two y&ar A “positive” outlook means that a rating mag taised and a “stable”
outlook means that a rating is not likely to chang& Fitch “BB” rating indicates that there is agsibility of credit risk
developing, particularly as the result of adversenemic change over time; however, business onéisd alternatives may be
available to allow financial commitments to be m&he modifiers “+” or “-” may be appended to adhitrating to denote relative
status within major rating categories.

Ratings are not a recommendation to purchase, drokkll securities and may be changed, suspendedtimrawn at any
time. The Republic’s current ratings and the ratinglooks currently assigned to the Republic aneeddent upon economic
conditions and other factors affecting credit tis&t are outside the control of the Republic. Adyease change in the Republic’s
credit ratings could adversely affect the tradimigeofor the Notes. Each rating should be evaluaddpendently of the others.
Detailed explanations of the ratings may be obthinem the rating agencies.

5. Application has been made to list the Noteshenltuxembourg Stock Exchange and to have the Natestted to trading
on the Euro MTF Market. So long as any of the Nateslisted on the Luxembourg Stock Exchange, #yguBlic will maintain a
paying agent and transfer agent in Luxembourg.

6. Copies of the following documents may be obthiae any business day (Saturdays, Sundays ancchdlidays excepted)
at the office of the Paying Agent in Luxembourdaag as any of the Notes are listed on the Luxerdp&tock Exchange:

(a) the Fiscal Agency Agreement incorporating threnfs of Global Notes and Note Certificates;

(b) copies of the Constitution of the Republic, dhd Legislative Decrees of the Republic referi@dnt paragraph 2
above (in Spanish); and
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(c) copies of the Republic’'s consolidated publictsefiscal accounts for the last calendar yearafas when available
in English).

7. Other than as disclosed herein, there has beematerial adverse change in the financial conditibthe Republic which is
material in the context of the issue of the NotasesDecember 31, 2008.
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Republic of El Salvador
Ministry of Finance
Boulevard Los Héroes No. 1231
Edificio Ministerio de Hacienda
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El Salvador
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The Bank of New York Mellon
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New York, New York 10286

JOINT LEAD MANAGERS AND JOINT BOOKRUNNERS

Citigroup Global Markets Inc. J.P. Morgan Securities Inc.
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As to United States Law As to Salvadoran Law /Satgadoran Law
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399 Park Avenue Fiscal General de la Calle del Atlantico No. 2
New York, New York 10022 Republica Col. Jardines de Guadalupe
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Residencial Primavera La Libertad
Santa Tecla, La Libertad El Salvador
El Salvador

LEGAL ADVISORS TO THE JOINT LEAD MANAGERS

As to United States Law As to Salvadoran Law
Shearman & Sterling LLP Guandique Segovia Quintanila
599 Lexington Avenue Pasaje Senda Florida Nte., #124
New York, New York 10022 Colonia Escalon
United States San Salvador
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LUXEMBOURG TRANSFER, LISTING AND PAYING AGENT

The Bank of New York Mellon (Luxembourg) S.A.
Aerogolf Center
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L-1736 Senningerberg
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