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Offering Circular

The Republic of EI Salvador

US$653,500,000
7.625% Notes due 2041

The Republic of El Salvador (the “Republic”) isefhg US$653,500,000 aggregate principal amount of
7.625% Notes due 2041 (the “Notes”). InteresttmnNotes will be payable semi-annually in arrears o
February 1 and August 1 of each year commencingugust 1, 2011. The Notes will mature on February
2041. This Offering Circular constitutes a progpedor the purpose of the Luxembourg Law dateg 10|
2005 on prospectuses for securities.

The Notes will contain provisions, commonly knowa“aollective action clauses”, regarding accelerati

and voting on future amendments, modificationseaiers that differ from those applicable to certaf

the Republic’s outstanding Public External Indebtss (as defined herein). Under these provisishigh

are described in the sections entitled “Terms amdd@ions of the Notes — Events of Default” and “—
Modifications, Amendments and Waivers”, the Repuibliay amend the payment provisions of the Notes and
certain other terms with the consent of the holdés% of the aggregate amount of the outstanNioigs.

Except as described herein, payments on the Nalidsenamade without deduction for or on account of
withholding taxes imposed by the Republic. Appiima has been made to list the Notes on the Luxemgho
Stock Exchange and to have the Notes admittedtiny on the Euro MTF Market. Application will albe
made to list the Notes on the El Salvador StockhBrge.

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

Price: 100.0%
plus accrued interest, if any, from February 1,12201

Delivery of the Notes will be made on or about Feeloy 1, 2011.

The Notes have not been and will not be registaretér the Securities Act of 1933, as amended (the
“Securities Act”). The Notes may not be offeredsold within the United States or to U.S. persorsept to
qualified institutional buyers in reliance on theemption from registration provided by Rule 144Adenthe
Securities Act and to certain persons in offshoaadactions in reliance on Regulation S under dwifties
Act. You are hereby notified that sellers of thet@déomay be relying on the exemption from the piowis of
Section 5 of the Securities Act provided by RuldAdinder the Securities Act.

Sole Lead Manager and Bookrunner

Deutsche Bank Securities

The date of this offering circular is January 2812
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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 AND 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.

TABLE OF CONTENTS

PRESENTATION OF INFORMATION ...ttt e e e e e e e e e e e e e e e e e s s ae e e e e e e e e e e ennnnes iii
FORWARD-LOOKING STATEMENTS ..ot e e e e e e e e e e e e e e e e e e e e reeeeeeee e nas iii
ARBITRATION AND ENFORCEABILITY ..ot e e e e e e e e rennr e s iv
EXCHANGE RATE INFORMATION

OFFERING CIRCULAR SUMMARY

THE OFFERING .. et e oot e e e oo e e e e e e e e e e e e e e e e e e s e ssa e e e e e ee e e e e s e s e e ssnnnnnneeeeeas
RISK FACTORS .....cccooiiiiiiiieiiieee s

USE OF PROGCEEDS. ...ttt et e e oo e e et et e e e e e e e o ae s s e e s e e e e e e aeeeesesanmnneaneeeaeeeeseesaaannnnnes
THE REPUBLIC OF EL SALVADOR

THE SALVADORAN ECONOMY ...ttt sttt ettt s e e e e sh bbb e e e s st e e e e s s b b e b e e e s sab b e e e s s ae e e e s snanee e s
FOREIGN TRADE AND BALANCE OF PAYMENTS ... oo 33
MONETARY SYSTEM ..o oo oo e e e e e e e e oo e e e e e a e e et e e e e e e e s e e e e e snrrn e e e e e e e e e e e e e esnnnreneneas 42
PUBLIC SECTOR FINANCES ...t e e et e e e e e e e e e e e e e e e e e e e eeee e e s e e nnrenneneeeeas 47
PUBLIC DEBT ..ottt e oo oottt ettt e e oo oo e e s e et et e e e e e e oo e e e e aa s se e e s ee e e ee e e e e s e snsnseneneeeaeaeeeeeeaannnnnnnns 55
TERMS AND CONDITIONS OF THE NOTES ... ..ottt rre e 60
SUBSCRIPTION AND SALE

BOOK-ENTRY SETTLEMENT AND CLEARANCE ... ...t e e 71
TRANSFER RESTRICTIONS .....oiiiiiiitiiiii ittt s e st e e e s sh e e e s s b b et e e e b b e e e e e s sbbnbe s s b ae e e s e s sbbeee e s 74
LI 2N LI [ ST PPN 76
VALIDITY OF THE NOTES ... oottt ettt ettt e e st e e e s h b e e e s s b e e e e s sk e s e e e s s a e e s s snbe e e e e searee e s 80
GENERAL INFORMATION ..ottt ittt mmn ettt e st e e s 1t e e e e e e s bbb et e s s b e e e e s et b e e e s sarae e e s e s snbae e e s 81

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 ANDOT 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 onlyté$ 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 dminee 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 teEntry 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¢hhinformation 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 offgr, or an invitation by or on behalf of, the Relilor the Sole Lead
Manager to subscribe to or purchase any of theNdach recipient shall be deemed to have madawitsinvestigation 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 Repuhhd the Sole Lead Manager to inform themselvesitaind 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 retajito 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 wfilbe registered under the Securities Act or amyeStecurities laws
and may not be reofferred, resold, pledged or wetisertransferred except as described under “Trafs#strictions”.

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 receivéldadditional
information considered by it to be necessary tafwéne accuracy of the information herein;

« it has not relied on the Sole Lead Manager or arggn affiliated with the Sole Lead Manager in cmtion 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 Sole Lead Manager.

IN CONNECTION WITH THIS ISSUE OF NOTES, THE SOLE LE AD MANAGER MAY, ITSELF OR THROUGH
ITS AFFILIATES, OVERALLOT OR EFFECT TRANSACTIONS WH ICH STABILIZE OR MAINTAIN THE
MARKET PRICE OF THE NOTES AT A LEVEL WHICH MIGHT NO T OTHERWISE PREVAIL IN THE OPEN
MARKET, TO THE EXTENT PERMITTED BY APPLICABLE 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 indkd in this Offering Circular reflects an intero@lculation and are 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 are derived from information previouglyblished byBanco
Central de Reserva de El Salvadtre “Central Bank”) and other governmental ergitié El Salvador. These data are subject to
correction and change in subsequent publications.

Certain other information in this Offering Circuliarderived from information made publicly availally 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 arithmeggregation of the figures which precede them.

FORWARD-LOOKING STATEMENTS

This Offering Circular contains certain forward-kinng statements (as such term is defined in thei8exs Act) concerning
the Republic. These statements are based uporfsbelfiecertain government officials and others adl e 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 frtmse 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 portionstlis Offering Circular, the words “anticipates”, élieves”, “contemplates”,
“estimates”, “expects”, “plans”, “intends”, “projéons” and similar expressions, as they relatehto Republic, are intended to
identify forward-looking statements. Such stateraeaflect the current views of the Republic witBpect to future events and are
subject to certain risks, uncertainties and assiomgt The Republic undertakes no obligation puplid update or revise any
forward-looking statements, whether as a resuln@®fv information, future events or otherwise. Inhtigpf these risks and
uncertainties, there can be no assurances thavims described or implied in the forward-lookstgtements contained 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 Conity 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 conoackith 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 setargies 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 artou
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 notchrde 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 ndtawmne Salvadoran national sovereignty, constitati rights or public policy
and compliance with the obligations stated in thvard is lawful in El Salvador. Under the laws oétRepublic, public property
(bienes de uso publicaf the Republic located in El Salvador is not sabfe execution or attachment, either prior to fhera
judgment. The execution of a judgment against thpuRlic in El Salvador is only available in accarda with the procedures set
forth in Articles 556 to 558 and 5% seq of the Salvadoran Civil and Business ProcedurgeGbat entered into force on July 1,
2010, which require registration of the judgment iimclusion 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,d¢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, ondhiwest by Guatemala and on the northeast andgasdbnduras.

In 2009, El Salvador had a nominal gross domestclyct (“GDP”) of approximately US$21.1 billion, decrease from
US$22.1 billion in 2008. Real GDP contracted b§98.in 2009, compared to growth of 2.4% in 2008lecing the negative
effects of the slowdown of the global economy, Whiad a negative impact on external demand in Bla8ar as well as on
remittances and foreign direct investment. Fomtine months ended September 30, 2010, real GDPased 0.4%, compared to
a 3.1% decrease registered during the same perd@09, reflecting the slight recovery of the eaogaluring the period.

According to the United Nations Human Developmeap&t 2010, El Salvador’'s per capita gross natiamame (“GNI”)
based on 2008 figures and adjusted for purchasiagpparity was US$6,498.

Recent Political and Economic Developments

Since taking office in June 2009, the Funes adtmatisn has begun to implement a series of meastresontinue
strengthening the Salvadoran economy in light ef global economic crisis beginning in 2007. Inedfort to counteract its
effects, President Funes and his administratiorldged thePlan Global Anti-Crisis(“*Global Anti-Crisis Plan”), a program that
sought to inject approximately US$575 million irttee economy by: (1) stimulating the national econamith special focus on
strategic sectors such as construction and agrieyltivestock and fishing; (2) providing unemplagmh compensation to citizens
who have lost their jobs while at the same timaucety the level of unemployment by creating newitimss in key economic
sectors to compensate for job losses inrtfagjuila sector; (3) assisting in the budgetary needs wili@s with low incomes or
who have lost their primary source of income assallt of the crisis by establishing a universaiagarotection system, including
providing free health coverage for six months urtbersocial security system and free uniforms ahdranaterials for students in
grades 1 through 9 of the public school system; (@hdstablishing the basis to build national pebcfor economic and social
development and maintaining macroeconomic stabilitgiuding fiscal reforms to strengthen publicdittes. On November 12,
2009, the Legislative Assembly approved a local 308$million bond issuance and reallocated US$150omiof funds that
were originally allocated to fund the Global Antii€is Plan to begin the rebuilding of basic infrasture in areas damaged by
Hurricane Ida. See “The Republic of El Salvador e#fifory, Population and Safety”. The bonds wessied in two tranches:
one in June 2010 for US$200 million and the othédécember 2010 for US$100 million. Of the US$&ailion issued, US$150
million are being used to pay for the damage calme#iurricane Ida. The remaining US$150 million &eing used towards
financing the projects of the Global Anti-CrisisaR] as budgeted for in the 2010 Budget.

In connection with the implementation of the GloBaiti-Crisis Plan, President Funes succeeded irtegmathe following
reforms: (i) 7,000 senior citizens over 70 yeara@#é living in poor municipalities now receive aiggoension of US$50 a month
and regular medical care; (ii) the unemployed Hasen extended three months coverage of socialanser (iii) new jobs have
been generated as a result of the enactment afrakpblicies and the investment in economic ardasdnfrastructure; (iv) the
creation of new institutional bodies that promdte participation of organized groups in the forrtiata of public policy; (v) the
elimination of fees in public hospitals; (vi) 179%students in 658 schools have received free img@and 1,277,244 students in
4,684 schools have received free school supphéstlie implementation of a substantial low incohmuising program; and (viii)
the grant of approximately 4,000 land titles toegmal number of families.

On March 8, 2010, President Funes was the firstr@efimerican president to meet President ObanthdrUnited States, and
one of few Latin American heads of state to beiweckby leaders of both Houses of Congress. Amtleeting, the Presidents




discussed ways that both countries can continimpoove their trading relationship, including exparg the use of biofuels and
energy development, as well as security issudseimdgion, including drug trafficking and gang eiote.

In May 2010, the government published®gn Quinquenal de Desarrollo 2010-20{#ive-Year Development Plan”). The
Five-Year Development Plan contains the visiomnities, objectives and goals of the governmentliermedium and long-term
periods and includes an outlook through 2024. l@nnpurpose is to help ensure consistency and swdidn of government
action and to provide a strategic framework forduive socio-economic development.

Under the Five-Year Development Plan, the goverrm@&tonomic and social plans include the followaigectives:

reverse the trend of increasing poverty in receriry and expand the coverage of basic social serinicboth rural and
urban areas, especially for the most vulnerabieetis and women;

protect the purchasing power of the population iamgtove the rationalization of subsidies so thatytbenefit sectors in
need,;

steadily increase domestic food production for detimeconsumption, for export and for efficient inmpeubstitution, so
as to reduce the country’s dependence on food itstpor

reverse the trend of increasing unemployment anéremployment and promote the creation of jobs;

increase tax revenues, make efficient and transparee of such resources and reduce the level tefret debt by
reducing government spending and adequately magégidebt portfolio;

significantly reduce the levels of violence andraithroughout the country;
promote political reform in order to strengthen denacy and the rule of law; and

expand economic and social infrastructure, primanilrural areas of the country.

In macroeconomic terms, the Five-Year Developmésnt Bontemplates the following goals:

reduce poverty by 12 to 15 percentage points ih bdban and rural areas;

achieve an average rate of real GDP growth of 408e end of the five-year period.
generate at least 250,000 new jobs;

increase exports of goods and services by at 28stat the end of five years;
achieve an annual inflation rate of 2.8% at the @ffie years;

reduce the fiscal deficit relative to GDP to ldsart 2.0% at the end of five years;

reduce public debt relative to GDP below 47.8%haténd of five years by increasing tax revenuesthadfficiency of
government spending and adequately managing itspaetiolio;

achieve rural electrification coverage of 95% i) bd the poorest municipalities in the country;
extend the rural roads network by at least 250kdters; and

increase clean drinking water coverage by 80%eaetid of five years in 100 of the poorest munidiiesl.

The strategy for achieving the above mentioned atbjes is based on the implementation of the foilhgw (i) a universal
social protection system and other social policelated to health, education and housing; (ii) deeelopment of a financial
system that can extend credit to the various pribekisectors of the economy, particularly the mimall- and medium-sized
businesses and entrepreneurs and farmers and predirc the agricultural sector; (iii) policies dited at a sustainable
macroeconomic environment and inclusive of varieastors of society; (iv) a productive developmerategy that reorients
government resources and services to promote Inoibvation and entrepreneurial initiatives of wonard men involved in
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production and business activities and creating wews of enabling access to financial resourcescamdity management; (v)
policies on internal security, democratic coexisteand international relations; and (vi) publicéatments in strategic programs
and projects that address (a) equity, social imatuand poverty reduction, (b) economic recovecy,dustainable development
and (d) internal security.

In June 2010, President Funes announced the réglstabnt of diplomatic relations with Cuba, fornyatiestoring ties that
were broken in 1961.

In July 2010, the United States government annalirc@5-month extension of the temporary protectatus afforded to
Salvadoran immigrants in the United States.

Economic Performance

El Salvador’s real GDP increased at an averageahmate of 2.1% from 2005 to 2009. The average ahrate of growth of
real GDP from 2005 to 2007 was 4.0%. Real GDPemsed by 2.4% in 2008, but contracted 3.5% in 2089to the global
economic crisis. El Salvador’s inflation rate waggproximately 4.3% during 2005 and remained at 4d@%ng 2006 and 2007.
In 2008, inflation reached 5.5% due to sustainedeimses of international prices of food and oithie first half of the year, but
contracted 0.2% in 2009 as a result of low econantivity. As of November 2010, 12-month inflatioegistered an increase of
1.8% primarily due to price increases in food, bages and transportation.

Remittances from Salvadoran workers abroad andoagicapital account resulted in the steady graooftforeign currency
reserves at the Central Bank from 1992 through 19%&mittances are an important source of incomettfe Salvadoran
economy, representing US$3.5 billion, or 16.4% &fRGn 2009. For the eleven months ended NovembgeP@D0, remittances
increased by approximately 2.3% as compared tosémee period in 2009. See “Foreign Trade and Balafid®gayments —
Foreign Currency Reserves”.

In recent yeargnaquila(assembly for re-export) has been an importanvigctivithin the economy, contributing an average
of 11.4% of total production in the manufacturiregt®r in real terms from 2005 to 2009. Accordingtte Ministry of Economy,
as of September 30, 2010, there were 24@uilaplants and trading companies, 132 of which wecatled in free trade zones,
with the remaining 117 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 2005, the manufacturing sector haerged an annual average of 20.9% of El Salvadooi®inal GDP.
Manufacturing activity increased at an average ahmate of 1.5% in real terms from 2005 to 2009ronf 2005 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 andetAsian countries. In 2007, the manufacturingaregrew 3.7% but slowed
to 2.7% in 2008. In 2009, the manufacturing sedeclined 3.4%Maquila activity has been the most important area in thd
manufacturing sectoMaquila production declined 7.0% in 2005 and 0.1% in 208Ber experiencing zero growth in 2007,
maquila production grew by 5.1% in 2008 and declined 7i@%2009. As of November, 2010, the valuemséquila exports
increased by 15.2% compared to the same peridteiprievious year mainly due to the incipient ecoicaecovery in the United
States. See “The Salvadoran Economy—Principal &ofdhe Economy—Manufacturing”.

Traditionally, coffee has been the principal adtial product of the Republic and an important poment of the overall
Salvadoran economy. As the economy has increasiogfye to rely on the manufacturing sector, paridulmaquila, the
importance of coffee to the economy has declinexfe@ accounted for 1.3% of real GDP and 9.9% oicatiural production in
2009 compared to 3.8% of real GDP and 25.5% otalgural production in 1993. Coffee is neverthelaasmportant source of
employment in El Salvador, generating approxima#3y000 jobs during the 2009/2010 harvest, whictrelsed to 2.9% of
employment nationwide in 2009, compared to 4.0%mployment in 2008, due to the damage of cropsechhyg tropical storms.
Coffee is also an important source of foreign aueye In 2009, coffee accounted for 6.1% of totdlv&aoran exports of goods.

Net international reserves increased from US$182adllion at December 31, 2005 to US$2,984.8 millat December 31,
2009. As of November 30, 2010, net internatiorakrves stood at US$2,910.2 million.

In 2009, the non-financial public sector deficitaled US$825.7 million, or US$513.7 million abowe target set forth in the
2008 budget. The non-financial public sector deficas 3.9% of nominal GDP in 2009, above the 1.3get set forth in the
2009 budget. The non-financial public sector defmi 2009 reflected total revenues of US$612.3iamlbelow the 2009 budget
projections of US$4,238.5 million, which were palt§i offset by expenditures of US$98.8 million beldhe 2009 budget
projections. The decrease in total revenues wasgpily due to the effects of the global crisis & public finances. On the
expenditure side, lower than budgeted expenditwem® mainly the result of decreases in gross publiestment (US$143.7
million), cost of subsidies for cooking gas (US$b&iillion) and electricity (US$92.7 million), due tower oil prices than in



http://www.oblible.com

2008 offset by increased expenditures for sociagrams by the government. As of October 31, 28d® non-financial public
sector registered a deficit equal to US$339 millieguivalent to 1.6% of estimated nominal GDP. mbe-financial public sector
deficit as of October 31, 2010 reflects total rexeof US$3.4 billion.

The Republic’s ratio of public external debt to GBS 36.0% in 2005 and increased to 37.9% in 20DBapily due to the
higher deficit of the non-financial public sect8ee “Public Debt —External Debt”.

The ratio of total public sector debt increasedrfré3.7% of GDP at December 31, 2008 to 52.6% of @DBecember 31,
2009. The increase in public sector debt in 2088 mainly due to US$800.0 million of external natssied by the Republic in
December 2009 that mature in 2019, the disbursewfediS$300.0 million from a US$500.0 million IADB&n facility to the
central government, as well as a disbursement &208.1 million from a US$450.0 million IBRD loanciéty to the central
government; and the issuance of US$335.0 millioomfwhich US$183.0 million were used for cancellithg outstanding
Fideicomiso para Inversién en Educacion, Paz Sogci@eguridad Ciudadan@FOSEDU”) certificates.

On November 15, 2009, Moody's Investors Service migraded the Republic’s long-term government bortthga from
“Baa3” to “Bal”, one level below investment gradéth a “negative outlook”. On January 14, 2011,n8&rd & Poor’'s Ratings
Services lowered the Republic’s foreign currensyés credit rating from “BB” to “BB-", with a “stdé outlook”. Currently, the
Republic’s long-term issuer default rating by FiiRatings is “BB”.

Ratings are not a recommendation to purchase, drokell securities and may be changed, suspendedtimrawn at any
time. The Republic’'s current ratings and the ratinglooks currently assigned to the Republic angeddent 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 evaluaiddpendently of the others.
Detailed explanations of the ratings may be obthinem the rating agencies.




Selected Economic Indicators

For the Year Ended December 3.
200% 200¢ 200% 200¢ 200¢
(in millions of US dollars, except percentages anghere noted

The Economy

NOMINAI DY ...ttt $17,214.4 $18,749.4 $20,376.7 $22,106.8 $21,100.5
Real GDP (in millions of US dollar8¥® ..............cccoevveveivemmmrrsieane, $8,439.5 $8,795.4 $9,176.1 $9,399.4 $9,066.6
Real GDP growtf® ..o eememe e 3.3% 4.2% 4.3% 2.4% (3.5)%
Annual inflatior® 4.3% 4.9% 4.9% 5.5% (0.2)%
UNEMPIOYMENT ..ottt s e 7.2% 6.6% 6.3% 5.9% 7.3%
Balance of Payments

Exports (FOB goods and SErviCeS) ..........cummeveremrerveeerreesenennen. $4,392.3 $4,773.5 $5,168.8 $5,651.7 $4,696.0

Imports (FOB goods and servic $7,458.5 $8,497.9 $9,563.9 $10,629.4 $7,966.3

Trade and SEIVICES DAIAI ............o.ovveeeeeieeieeresee e $(3,066.2) $(3,724.3) $(4,395.1) $(4,977.6) $(3,2Y0

Current account surplus (deficit) of the balancpayfment................. $(610.2 $(783.2 $(1,221.3 $(1,681.9 $(373.5
AS % Of GDFV®, e .. $(3.5) $(4.2) $(6.0) $(7.6) $(1.8)

Net iNterNAtiONAl FESEIV .......ccvviviieeeetie et $1,829.4 $1,907.2 $2,197.5 $2,540.¢ $2,948.

Non-Financial Public Sectol

TOtAl FEVENUE ...ttt ne $2,884.3 $3,285.2 $3,640.2 $3,935.8 $3,626.C

Total expenditure...........cc.ccoue.e $3,065.0 $3,482.5 $3,716.1 $4,298.5 $4,451.7

Primary balance surplus (defic. $208.7 $257.7 $431.6 $156.8 ($294.8)
AS % 0F GDFD.....ooeeeceeeeee ettt 1.2% 1.4% 2.1% 0.7% (1.4%

Surplus (deficit}’.. ($180.7) ($197.2) ($75.8) ($362.8) ($825.7)
AS U Of GDFY ..o e (1.0%) (1.1%) (0.4%) (1.6%) (3.9%)

Public Sector Debf?

Total PUDIC AEDT......coueiiiieiiee e et $7,665.0 $8,332.7 $8,604.6 $9,669.6 $11,102.7
Internal det......... $1,470.7 $1,680.3 $2,153.6 $2,764.9 $3,107.4
External debt ..........ccccceenne. $6,194.3 $6,652.4 $6,451.0 $6,904.7 $7,995.3

Total public debt (as % of GDF).. 44.5% 44.4% 42.2% 43.7% 52.6%

Public internal debt (as % of GCV...... 8.5% 9.0% 10.6% 12.5% 14.7%

Public external debt (as % of GIP)............cccevvvvererssmmmeeenas 36.0% 35.5% 31.7% 31.2% 37.9%

External debt service (as % of exports of goodssamdicesy® ......... 12.4% 16.2% 13.2% 11.5% 13.9%

(1) Preliminary figures for 2005 to 2009.

(2) At constant 1990 prices.

(3) As measured by the variation in tinelice de Precios al Consumid@@onsumer Price Index or the “CPI") published by Mational Bureau of Statistics and
Census. December 2009 = 100 base index.

(4) Including foreign aid.

(5) Including debt of the Central Bank.

(6) Exports (FOB goods and services). Calculatioaschot include Central Bank debt service.

SourceBanco Central de Reserva de El Salvador.




THE OFFERING

ISSUE AMOUNT ..unieiii e eemmee e e e e

ISSUE PIICE ...

ISSUE DalB....cveiie i
Maturity Date ........cooovrieieiiiiin e

INEEIEST et e e e e

Withholding Tax; Additional Amounts...........ccce......
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Negative Pledge and Certain Covenants................

Use Of ProCeedS.........uvveviiiiiiiet e

Collective ACtion ClaUSES .........cccovuveiiv e e eennnnas

FOrm Of NOTES ....uviiii e e

The Republic of El Salvador.
US$653,500,000 aggregate principal amount.

100.0% of the principal amount of the Notes, plasraed interest, if any,
from February 1, 2011.

February 1, 2011.
February 1, 2041.

The Notes will bear interest from Februdry2011 at the rate of 7.625%
per annum payable semi-annually in arrears on Bepruand August 1 of
each year, commencing on August 1, 2011.

Principal of and interest on the Notes are payhblthe 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, assesssmamngovernmental
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 recgigbsent 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 aranditional obligations
of the Republic. The Notes will at all times rargually without any
preference among themselves and at least equaliyalviother 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”.

~

The net cash proceeds from the issuance and stie dlotes will be
approximately US$653,284,650 after deduction ofabvamissions payable
by the Republic to the Sole Lead Manager and thexmenses payable by
the Republic. The net proceeds from the issuandesale of the Notes will
be used by the Republic to finance the paymentaatinity of the Republic’s
8.50% Notes due July 25, 2011 for US$653.5 million.

The Notes will contain provisions, commonly knows“aollective action
clauses”, regarding acceleration and voting onruaimendments,
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, Amendmeiaisd Waivers”, the
Republic may amend the payment provisions of thee®and 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
its direct and indirect participants, including Eclear and Clearstream,




DenomMINAtioNS ........cuuviiiiiiiiie e ceeeee e

FUMhEr ISSUBS .......ciiiieeceeee e e

] 1 o P SSURRR

GOVEMING LAW ..eviviiiiiiiiiieee e eeeemree e e e e e
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Fiscal Agent, Principal Paying Agent, Registrar and
Transfer AQENt .......coooviiiiiiie it

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

Luxembourg.

Each Note will be issued in minimum denominatioht/8$150,000 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 (osdmee except for the

amount of the first interest payment and the igsiege), so that such furthe
notes may be consolidated and form a single settesthe Notes, provided
that such additional notes do not have, for purpa$d).S. federal income

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

federal laws), a greater amount of original issisealint 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 also be made to list th@tds on thé3olsa de
Valores de El Salvaddthe “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, congtam; 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 Not#khe 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 Ragun the courts of El
Salvador. The Republic has represented that inbagght to immunity on
the grounds of sovereignty or otherwise from theceion 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 agaivesRepublic in El
Salvador is only available in accordance with thecpdures set forth in
Article 556 to 558 and 59ét seq of the Salvadoran Civil and Business
Procedure Code that entered into force on Jul¥102which require
registration of the judgment for inclusion in thedget for payment in a
subsequent fiscal year of the Republic.

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 Sole Lead Maribgt it intends to make a market in the Notds$not obligated to do
so and may discontinue market making at any timbkout notice. Application has been made to listNlo¢es on the Luxembourg
Stock Exchange and to have the Notes admittedattinty on the Euro MTF Market. No assurance canivengas to the liquidity
of the trading market for the Notes. The price hicly the Notes will trade in the secondary markatricertain.

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 Refubf 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 altestumay be difficult or impossible for investots obtain or enforce
judgments against El Salvador whether in an investwn 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 irclndny different factors
that may affect El Salvador's economic resultsiuding 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;

e general economic and business conditions in Elg8iaivand the global economy;
e 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 extestcks, including the global economic crisis thagan in 2007 and
those that could be caused by future significamnemic difficulties of its major regional tradingaginers or by more general
“contagion” effects, which could have a materialvadse effect on El Salvador's economic growth @adability to service its
public debt.



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

A significant decline in the economic growth of aaf EI Salvador's major trading partners could adety affect El
Salvador’s economic growth. In addition, becauserirational investors’ reactions to the events ooog in one emerging market
country sometimes appear to demonstrate a “contagiffect, in which an entire region or class ofeéstment 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 economidgb@principal countries in Latin America, includiig Salvador. In addition,
there can be no assurance that these events withch@rsely affect ElI 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 s#he ddotes will be approximately US$653,284,65@rafteduction of the
commissions payable by the Republic to the Solalldanager and the net expenses payable by the Repilhe net proceeds
from the issuance and sale of the Notes will bel igethe Republic to finance the payment at matwitthe Republic’'s 8.50%
Notes due July 25, 2011 for US$653.5 million.
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THE REPUBLIC OF EL SALVADOR
Territory, Population and Society

El Salvador is geographically the smallest as wasllthe most densely populated of the five CentraleAcan 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@®l.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 seasd& Salvador. In 2005,
Hurricane Stan produced floods and mudslides igSd&Vador that required the central government ke tmergency measures
and provide temporary shelter to the affected patmri. On November 6, 2009, Hurricane Ida produnedslides, flooding and
wind damage in thirteen provinces in El Salvaddhe government’s estimate of the cost of reconstmdrom the destruction
caused by Hurricane Ida is approximately US$150ianil which was approved by the Legislative Assgndst November 2009.
In May 2010, Hurricane Agatha caused further dantaghe Republic’s infrastructure and crops. Acaogdo the Ministry of
Environment and Natural Resources, both hurricamesestimated to have caused approximately US$3&illion in damages
and losses to the affected areas.

In September 1992, the International Court of destiesolved a border dispute between El SalvaddrHonduras and
awarded most of the disputed territories to Honslufidhe border demarcation process, in which bottigsawere involved in
accordance with the decision of the Internatiomali€of Justice, was completed in 2008. Currenklg,governments of Honduras
and El Salvador are in the final stage of the pgscw/hich is the approval of definitive maps offeacuntry.

El Salvador’s population is currently estimatedsa million people by th®ireccion General de Estadistica y Cengtige
“National Bureau of Statistics and Census”), a glom of the Ministry of Economy. In 2010, approxitaly 64% of the
population resided in urban areas and 36% residedral areas. In addition, more than one milli@v&dorans are believed to be
living and working outside of the country, prindiyan the United States. Salvadorans abroad magigrficant contribution to
the Republic’'s economy through remittances to tfemilies in El Salvador. According to the Natiorlireau of Statistics
Census 2007, over 86.3% of the current populasomestizoof mixed European and Indian descent. San Salvéuoicapital and
country’s largest city, had a population of appnoaiely 317,295 in 2010 and the average annual ptipnlgrowth rate for the
Republic is projected to be approximately 0.6%thar period between 2011 and 2015. Most of the @joul 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 GNV............oocooovviierene $ 6,498 $ 2,567 $ 3,750 $ 4,694 $ 10,870 $ 13,347 $ 47,094
Average life expectan@...................... 72.0 73.8 72.6 70.8 79.1 76.0 79.6
Adult literacy raté............cccovvevernnee. 84.0% 78.0% 83.6% 73.8% 96.0% 93.5% - %
Mean years of schooling.........c.c.cocevene. 7.7 5.7 6.5 4.1 8.3 9.4 124
Expected years of schooling .................. 121 10.8 114 10.6 11.7 135 15.7

(1) Indollars. Based on 2008 figures, adjustegtochasing power parity.
(2) Inyears, at 2008.
(38) From most recent years available 2005-200&dPeage of persons 15 years and older.

SourceHuman Development Report 2010, 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 Ablar@d Spanish settlement
was permanently established in San Salvador in &p@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 thadsarf 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 ARENA.he 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 duehte 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 thyaisg 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, theetdMations declared that
the objectives of the Peace Accord had been coethlétus ending the United Nations peace verificgpirocess.

The principal programs established pursuant td’erece 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 militaglice 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 Urdt&tates 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&b8.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”.

In January 2010, President Funes apologized onlfbeh#he Salvadoran state for crimes and violati@mf human rights
committed during the civil war and urged unity aedonciliation in El Salvador.

El Salvador’'s development has been affected byiassef natural disasters including Hurricanes Miitc 1998, Stan in 2005,
Ida in 2009, and Agatha, Alex, Matthew and Nicaie2D10. A series of devastating earthquakes ity @801 that left nearly
2,000 people dead or missing and 8,000 injuredserawsevere dislocations across all sectors of &ataa society. The
earthquake damage was severe, with the impact otrated on housing, schools and other basic infretstre in rural areas that
are among the country’s poorest regions. Sinceticarrence of these natural disasters, howevegdkiernment of El Salvador
has undertaken several efforts to rebuild the atettsvere severely affected.

Form of Government

El Salvador is a republic and its form of governinisna representative democracy, with powers dividemong 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 identtfimaand registration.

Executive authority is vested in the president @od president and 13 cabinet ministers. Cabineist@rs are appointed, and
may be removed at will, by the president. The plesi may propose legislation to the Legislativeehsly through its cabinet
members and has veto power over legislation, whiely be overridden by a two-thirds vote of the Ligige Assembly. The
president also appoints the regional governorsthier 14 departments of El Salvador. The currentigees of El Salvador,
Mauricio Funes of FMLN, was elected on March 15020President Funes took office on June 1, 200&;emding President
Elias Antonio Saca Gonzalez. The next presidestédtion is scheduled to be held in March 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 buddgetmajority of the
Legislative Assembly must approve a hill 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 onmd¥ial5, 2009, FMLN increased its representaticthélLegislative Assembly
from 34 to 35 seats, becoming the largest parthénLegislative Assembly, but falling short of enple majority. As a result, no
one party has control over the Legislative AssemBARENA won 32 seats, securing veto power overslegion that requires a
two-thirds vote. Legislative matters must be resd|vas they were prior to the 2009 legislative taas, through the creation of
coalitions by ARENA or FMLN with one or more of tlether minority parties. The third largest paf®grtido de Conciliacién
Nacional(the “PCN”), won 11 seats, maintaining the numtfeseats it held prior to the election. Since thecgbns, one member
subsequently separated from the PCN and becam@&lapdndent.

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 Nacion§tGANA”). GANA became
a political party in May 2010 and has gained fomrenseats at the Legislative Assembly since then.
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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 A PO PP PP PPPT P PTPPP 35
AREIN A ettt ettt e et Rt e e ettt et oot e e 4o R h b e e e e e bR b e ae et e et e e e e e e e e nbe e e e e e naanan 19
G AN A ettt e et e et et oo e oo ee oo oaee et teeeeeeattt ettt eeeeeeeee e e e nnteeeeee e naeeheeeeeeaeaeeeeeaaateeaaaeeaeaanns 16
4 UV USURURRR 10
Partido DemOcrata CriStAN0 (“PDC .......iuuie ittt ettt ab et e tb e e et e e sae e e e ae e ea bt e e et e e e s abeeeaanee 2
(O T a1 oo T BI=T0 ¢ o1z L[t o I (@1 L) T USSR 1
[ Te 1= 0= g To Lo PSRRI 1
10 - | SRR 84

SourceMinisterio de Hacienda

Under existing laws, the next legislative electians scheduled to be held in March 2012. Purswaaatrecent decision issued
by the Supreme Court, candidates for the Legigafigsembly and for mayor may run as independeraffilisted with any
party. The Legislative Assembly is in the procesamending the Constitution and the Electoral Cads recently amended to
reflect the changes provided by the decision. Rigethere was a constitutional amendment approbgdthe previous
Legislative Assembly providing that elections foemmbers of the Legislative Assembly and local goremts be held every five
years. However, in order for the amendment torente force, it must be approved by the currergiskative Assembly by a two-
thirds vote.

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 justiappointed 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 e re-appointed. The terms of the Supreme Gostites are staggered
such that one-third of the justices are appointeghyethree years. Judges serving on courts of &ppedain first-instance
tribunals and justices of the peace are appoingethd Supreme Court, also from lists prepared leyNational Council of the
Judiciary. The Constitution provides that the ahmagional budget must include appropriations fo 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 admel ©rganization of American States and many ofr thespective
specialized agencies, as well as the Internatidd@betary Fund (the “IMF”), the International Ban&rfReconstruction and
Development (“World Bank”), the World Trade Orgaatibn (the “WTQ"), the IADB and thé8anco Centroamericano de
Integracion Econémicé'CABEI"), among other international institutions.

Recent Developments in Foreign Relations

In February 2010, El Salvador normalized relatiovith Honduras and recognized Porfirio Lobo as plesi following
elections in November 2009 after former Presideahi#! Zelaya was deposed in a military coup.

On March 8, 2010, President Funes was the firstr@efimerican president to meet President ObanthdrUnited States, and
one of few Latin American heads of state to beiweckby leaders of both Houses of Congress. Amnteeting, both Presidents
discussed ways that both countries can continimpoove their trading relationship, including exparg the use of biofuels and
energy development, as well as security issudseimggion, including drug trafficking and gang eiote.

In June 2010, President Funes announced the résistabnt of diplomatic relations with Cuba, fornyatestoring ties that
were broken in 1961.

14



THE SALVADORAN ECONOMY

Historical Background; Principal Reforms from 1989to Present

Since 1989, successive governments have implemamediber of economic, monetary and fiscal refotlesigned to 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 200Bewaverage annual real
GDP growth was 2.0%, mainly due to the 2001 eadkgs and the slow-down in the U.S. economy. 1r826€al GDP growth
decelerated to 2.4% and in 2009 it contracted 3ch#s to the global economic crisis, affecting expoegmployment and
remittances flows. For the nine months ended Septer®0, 2010, real GDP increased 0.4%, compardbetsame period in
2009, resulting from positive economic activitiesidg the second and third quarter of 2010.

Some of the reforms implemented during this pematlded:

adopting the Monetary Integration Act, which wemtoi effect on January 1, 2001, fixing thelénto the US dollar at
¢8.75 to US$1.00 and allowing free circulation e US dollar in the Salvadoran economy and makieddS dollar the
unit of account for El Salvador’s financial sectdhese reforms were intended to stabilize perménéme value of the
colén against the US dollar, reduce interest rates, asrehe local savings rate, control inflation, emage foreign
investment, and simplify the management of the eson The fixed exchange rate replaced the fredifigeexchange
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 igses colonesor coins ceased as of January 1, 2001. All deposits
loans, pensions and other operations of the fihsgstem were redenominated to US dollars ondatg. Non-financial
firms may use eitherolonesor US dollars to express their financial recordd ancounting. Salaries and wages may be
denominated in eitheolonesor US dollars and prices can be specifiedalonesor US dollars.

encouraging the establishment of free trade zogeslitninating certain tariffs and adopting lawsoaling unrestricted
repatriation of earnings by foreign companies whileviding for rebates of duties on certain expordl these measures,
which have been implemented through various lawdsdtrees such as they del Régimen de Zonas Francas y Récintos
Fiscalesimplemented in 1990 and they de Zonas Francas y de Comercializadrdplemented in 1998, along with their
respective amendments, were intended to stimubat@toductive sectors of the economy, principaijlyrtaquilaplants,
which are exempt from import and export duties enjdy certain income tax exemptions.

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 CaribBeain Initiative
(the “CBI") and reaching free trade agreements W#xico, Chile, the Dominican Republic, Panamawkei, 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 Economiedrdtion
System and the Dominican Republic. In May 2010S&lador entered into an association agreemehttivit European
Union. See “Foreign Trade and Balance of PaymeriRegional Integration and Free Trade”.

modernizing the banking sector in El Salvador thfothe privatization of commercial banks and thérggs and loan
associations in order to promote competition arddévelopment of a stronger financial system. Themment created
the Superintendencia del Sistema Financiétioe “Superintendency of the Financial System”)Jamuary 22, 1990 to
regulate the banking industry and enacted leg@iat further its modernization efforts in the bewgksector.

reforming the pension system with the creation néa system pursuant to which a substantial podfahe public “pay-
as-you-go” pension system was replaced by a praxgtem based on individual contributions. Underribw system that
was established in 1996, participating workers maidanthly contributions to private pension fundsttiavest in
permitted Salvadoran securities. Subsequent reftontise pension system law reduced the governmebtigations by
authorizing the government to make certain paymentsuant to a 15-year annuity rather than in amepl sum and
eliminated employees’ option to retire after 30rgeaf contributions to the system regardless of égebsequent reforms
further reduced the burden by substituting the @& yannuity with 25-year pension investment cestfts at more
favorable interest rates. At December 31, 200%®rdv9 million Salvadorans, or 101.6% of the toallvadoran
workforce in 2009, were affiliated with the privasgstem and US$5.2 billion in assets, equivalen24et% of 2009
nominal GDP, were managed by the system’s privatsipn fund administrators. At November 30, 20dpraximately
2.0 million Salvadorans, or 106.3% of the totalv@dbran workforce in 2010, were affiliated with thevate system
which had US$5.4 billion in assets. See “The Siivan Economy — Employment and Wages — PensionrRéfand
“The Salvadoran Economy — Public Debt — InternabDe
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* implementing a series of tax reforms, includingititeoduction of the value added tax in 1992 arelghbsequent increase
in the value added tax rate from 10.0% to 13.09%4985. Subsequent tax reforms were implemented @4 2thd 2009
aimed at closing loopholes, strengthening tax arsfoens administration, widening the tax base, esireg the penalties
under the tax code for violations of the value alii@ex and income tax provisions as well as theieglple penalties under
the Penal Code and Civil Code, and introducing liesafor customs violations. As a result of thesforms, the tax to
GDP ratio increased from 9.5% of GDP in 1991 t@%4 GDP in 2008; nevertheless, it fell to 13.4% &R5in 2009 due
to the global economic crisis.

e continuing to modernize public sector institutidnsreducing the size of the central governmentuyhoa decrease in the
number of employees and combining ministries. Tbeeghment amended they del Servicio Civi(the “Civil Service
Law”), which established a more flexible public tmecemployment policy and reduced the governmep&groll. The
amendments also provided public employees withritite to organize, the right to strike and the tigh seek collective
bargaining over wages, benefits, and working cémust These last amendments were approved by theslatve
Assembly in September 2006 and entered into foncdune 2009 after ratification of a constitutiorehendment
recognizing public workers’ right to organize ahe tight to strike under certain circumstances.ifi@u2003 and again in
2009, the government implemented measures designezstiuce government expenditures for subsidighenareas of
electricity and water consumption and public tramsion and focus subsidies on those sectorseoptpulation most in
need of such assistance.

e promoting tourism through, among other things, &éngdaws and regulations designed to foster theeld@ment of the
tourism sector, including the use of the proceedmfspecial contribution levies on lodging and aeitpdepartures to
develop the sector. See “The Salvadoran Economyemétion of Tourism”.

e investing in infrastructure projects, which incluthe construction of a major port facility at Laitim, completed in 2008,
the construction and expansion of the thermal pglgertt in Atéos to generate an additional 50.0 Mdmpleted in 2008,
the construction of a 66.1 MW hydroelectric plambwn as “El Chaparral”’, expected to be complete@0dd4 and a
highway in the northern region of the country tét connect the eastern region with the westegiae of the Republic,
expected to be completed in 2012. See “The SaleadGconomy — Infrastructure Investment”.

» implementing a comprehensive education plan on M&®, 2005, known aRlan Nacional de Educacion 203the
“2021 National Education Plan”), which includes moying school facilities, providing greater accéssomputers and
the Internet and establishing technological inwi&y as well as implementing a program, knownPasgrama Red
Solidaria (now known as th€omunidades Solidarias Rurajebe “Mutual Aid Communities”), that provides maoaey
assistance to rural families that enroll their dtgéh in school, among other things. In 2009, theuduAid Communities
expanded its coverage to the urban areas in povBdag “The Salvadoran Economy — Povei®ag Nacional de
Educacion 2021.

For the eleven months ended November 30, 2010 ttesroes increased by approximately 2.3% as compar@d09. In
addition, exports of goods for the eleven monthdeenNovember 30, 2010 increased 16.9% as compart tsame period in
2009. According to preliminary monthly data frohetnstituto Salvadorefio del Seguro Socepproximately 15,000 jobs were
recovered over the 12 months ended September 20, 20

Since taking office in June 2009, the Funes adtmation has begun to implement a series of new oreasto continue
strengthening the Salvadoran economy in light efdlobal economic crisis that affected economiesiradt the world beginning
in 2007. In an effort to counteract its effectsedtdent Funes and his administration developedPtha Global Anti-Crisis
(“Global Anti-Crisis Plan”), a program that seeksject approximately US$575 million into the eoamy by: (1) stimulating the
national economy with special focus on strategat@s such as construction and agriculture, lividstnd fishing; (2) providing
unemployment compensation to citizens who havethest jobs while at the same time reducing thelef unemployment by
creating new positions in key economic sectorsotmmensate for job losses in thequila sector; (3) assisting in the budgetary
needs of families with low incomes or who have lidstir primary source of income as a result of ¢hisis by establishing a
universal social protection system, including pdivg free health coverage for six months undersital security system and
free uniforms and other materials for studentsradgs 1 through 9 of the public school system; @hastablishing the basis to
build national policies for economic and social elepment and maintaining macroeconomic stabilitgjuding fiscal reforms to
strengthen public finances. On November 12, 2808 ,Legislative Assembly approved a US$300 millsmnd issuance and
reallocated US$150 million of funds that were arajly allocated to fund the Global Anti-Crisis Plambegin the rebuilding of
basic infrastructure in areas damaged by Hurriddae Of the US$300 million approved, US$150 milliwere used to replenish
the funds of the Global Anti-Crisis Plan that amny used to pay for the damage caused by Hurritd@meThe remaining
US$150 million will be used towards financing thejpcts of the Global Anti-Crisis Plan, as budgetadn the 2010 Budget.

16



As a result of the execution of the Global AntigisiPlan, President Funes succeeded in enacenfpitbwing reforms: (i)
7,000 senior citizens over 70 years of age livinga@or municipalities now receive a basic pensibd $$50 a month and regular
medical care; (ii) the unemployed have been extdiBd@months coverage of social insurance; (iii) Hews have been generated as
a result of the enactment of sectoral policies #redinvestment in economic and social infrastrietyiv) creation of new
institutional bodies that promote the participatodrorganized groups in the formulation of publaipy; (v) elimination of fees in
public hospitals; (vi) 179,425 students in 658 sdtidave received free uniforms and 1,277,244 siisde 4,684 schools have
received free school supplies; (vii) implementatioh a substantial low income housing program; awii) (extension of
approximately 4,000 land titles to an equal nundiéamilies.

At year-end 2009, the non-financial public secteficit increased to 5.6% of GDP due to the impattthe global recession.
To counteract this effect, in 2009 the Republikteeveral measures to strengthen its fiscal manegenmcluding measures such
as rationalizing and better management of currepemditures, reducing government subsidies ande@&sing government
revenues. The government estimates that for 2@4.@dn-financial public sector deficit will be rexdal to approximately 4.8% of
GDP due to an increase in tax collections resultiogn tax reform approved in late 2009 and reductid expenses related to
subsidies and interest payments.

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%fr2001 to 2005, due in
large part to natural phenomena, increases innatiemal oil prices, decreases in coffee priceh@international market in 2001
and 2002 and the slow-down in the U.S. economybi2zand 2002. In 2005, real GDP grew at a rateI¥f63compared to 1.9%
during 2004, primarily due to increased activity the agriculture, livestock and fishing and mantféng sectors and the
recovery of the construction sector. Real GDP dogwi.2% in 2006 and 4.7% in 2007, before declinm@.4% in 2008 due to
decreases in consumption and fixed capital formafibe value of acquisition of fixed assets usethi production process by
businesses, government and households). Real G@fhgcontracted by 3.5% in 2009 due to a contoactn external and
internal demand, resulting from a decrease in icansumption of 9.8% (despite an increase inipaoinsumption of 4.4%); a
17.4% decrease in the fixed capital formation; artkcrease in both exports and imports. For the mionths ended September
30, 2010, real GDP increased 0.4%, compared t4% 8ecrease registered during the same perioddf, 2éflecting the slight
recovery of the economy following the global ecomouorisis.

During 2005, inflation was 4.3%. Inflation increalsto 4.9% in 2006 and remained stable at thatia2007. In 2008
inflation reached 5.5% due to sustained increa$ésternational prices of food and oil in the fidsalf of the year. In 2009,
deflation was 0.2% due to a reduction in varioupegxiiture categories, such as food and beveragurants and hotels and
services. From 2005 through 2009, average anmfkdtion was 3.9%. As of November 2010, inflatiomcreased by
approximately 1.8%, primarily due to increases hie food, beverages and transportation sectors tdekpirer prices in the
communications and the electricity, water andtigsi sectors.

Remittances from Salvadoran workers abroad totd®#3.5 billion in 2009, a decrease of 8.5% compapeldS$3.8 billion
in 2008, which represented an increase of 2.7% 18%3.7 billion in 2007 and an increase of 8.5%nfrapproximately US$3.5
billion in 2006. Remittances have increased aammual average rate of 6.3% from 2005 to 2009. ti®rleven months ended
November 30, 2010, remittances increased by apmaiely 2.3% as compared to a decrease of approdiyn@t3% during the
same period in 2009. See “Foreign Trade and BalahPayments”.

Exports of goods and services increased from USHIl®BN in 1993 to approximately US$4.4 billion iR005 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 exemptianyl rebates for
nontraditional exported goods manufactured outsfdese trade zones. The increase in exports 2605 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, transportation and comnaiitio services exports. Exports decreased to S§ilion in 2009 primarily
due to lower external demand resulting from thdogl@conomic crisis, althoughaquilaexports increased in 2010.

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%peetively, for the month of December 2004, compaceti2.2% and 13.7%,
respectively, for the month of December 2000, thentim before the Monetary Integration Act came ifdrce. Since 2004,
interest rates have increased, which is partialylaaned by the increase of the international esérrates from the second
semester of 2004 to the first semester of 2006th Bwreases were related to increases in the d8tates federal funds rate
between 2004 to 2007. Between December 2008 tember 2010, weighted monthly average interest @tdsng-term loans
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decreased from 10.4% in 2008 to 9.9% in Novemb&02@vhile weighted monthly average interest rateshort-term loans for
the respective period decreased from 9.6% in Deee2®08 to 6.9% in November 2010. The domesticecuy interest rate for
deposits (passive basic rate - 180 days) decrdem®d/.1% in December 2000 to 3.3% in December 20Bdtween December
2008 and November 2010, the weighted monthly aeerzagsive rate decreased from 5.3% in 2008 to 2n12010. The

decrease in the average interest rates on shortated long-term loans between 2008 and 2010 wasapity due to following the

declining trend of international interest ratesvesl as an excess supply of liquidity in the doritesbarket resulting from
increased levels of deposits and distribution afefieloans.

The government introduced several tax reforms inoly 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 admitistraincreasing the penalties under the tax cadeviblations of the value
added tax and income tax provisions as well asapi@icable penalties under the Penal Code and Ciwile, and introducing
penalties for customs violations. As a resulthafse reforms, the tax to GDP ratio increased frd&s#%f GDP in 1991 to 14.0%
GDP in 2008. In 2009, the tax burden fell to 13.d&e to the effect of the global economic crisist & new tax reform was
approved by the Legislative Assembly aimed at:clgsing loopholes, reducing tax evasion and broadethe tax base; (ii)
internationalizing the tax system; and (iii) strér@ning the tax administration and customs cagagds|iproviding them with more
effective tools to control the fulfillment of tavbligations. As a result of the enactment of tHema, the ratio of tax revenue to
GDP increased from 13.4% in 2009 to 14.0% at Deegr@b, 2010.

Economic and Social Policies

In May 2010, the government published®an Quinquenal de Desarrollo 2010-20{4ive-Year Development Plan”). The
Five-Year Development Plan contains the visiomnities, objectives and goals of the governmenttiermedium and long-term
periods and includes an outlook through 2024. lsnnpurpose is to help ensure consistency and gwdidn of government
action and provide a strategic framework for praihecsocio-economic development.

Under the Five-Year Development Plan, the goverrm@&tonomic and social plans include the followaigectives:

« reverse the trend of increasing poverty in receatry and expand the coverage of basic social ssriicboth rural and
urban areas, especially for the most vulnerabieetis and women;

e protect the purchasing power of the population iamgtove the rationalization of subsidies so thatytbenefit sectors in
need,;

« steadily increase domestic food production for detimeconsumption, for export and for an efficiempiort substitution,
so as to reduce the country’s dependence on fopdris;

« reverse the trend of increasing unemployment aiéramployment and promote the creation of jobs;

e increase tax revenues, make efficient and transparge of such resources and reduce the level tefreat debt by
reducing government spending and adequately magégidebt portfolio;

» significantly reduce the levels of violence andm&ithroughout the country;

* promote political reform in order to strengthen denacy and the rule of law; and

« expand economic and social infrastructure, primanilrural areas of the country.

In macroeconomic terms, the Five-Year Developmdésnt Bontemplates the following goals:
» reduce poverty from 12 to 15 percentage pointoth lnrban and rural areas;

» achieve an average rate of real GDP growth of 4a0he end of the five-year period.

* generate at least 250,000 new jobs;

* increase exports of goods and services by at #Astat the end of five years;

» achieve an annual inflation rate of 2.8% at the @frfize years;
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* reduce the fiscal deficit relative to GDP to ldsart 2.0% at the end of five years;

* reduce public debt relative to GDP below 47.8%haténd of five years by increasing tax revenuesthadfficiency of
government spending and adequately managing itspaetiolio;

» achieve rural electrification coverage of 95% i) bd the poorest municipalities in the country;

» extend the rural roads network by at least 250kdters; and

* increase clean drinking water coverage by 80%eattid of five years in 100 of the poorest munidiieasl.
No assurance can be given that any of the abovs gilhbe achieved.

The strategy for achieving the above mentioned abibjes is based on the implementation of the foltaw (i) a universal
social protection system and other social policelated to health, education and housing; (ii) deeelopment of a financial
system that would extend credit to the various petile sectors of the economy, particularly thermismall- and medium-sized
businesses and entrepreneurs and farmers and predtite agricultural sector; (iii) policies diretteat a sustainable
macroeconomic environment and inclusive of varieastors of society; (iv) a productive developmerategy that reorients
government resources and services to promote Inoibvation and entrepreneurial initiatives of won@rd men involved in
production and business activities and creating wews of enabling access to financial resourcescuadity management; (v)
policies on internal security, democratic coexisteand international relations; and (vi) publicéatments in strategic programs
and projects that address (a) equity, social imatuand poverty reduction, (b) economic recovecy,dustainable development
and (d) internal security.

Gross Domestic Product

As measured by real GDP growth, economic growtlilirBalvador averaged 2.1% per year from 2005 td®2@0ivate
consumption grew in real terms by an average d¥%2oér year for the same period. Economic growthimed in 2009 due to a
reduction in external and internal demand, resgitiom a decrease in private consumption of 9.88g§ide an increase in public
consumption of 4.4%); a 17.4% decrease in fixedtaaformation (the value of acquisition of fixedsets used in the production
process by businesses, government and househafabsy decrease in both exports and imports.

Real GDP growth in 2005 was 3.3%. The rise in r@&lP 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 26f3etting declines in public
sector investment. Real GDP growth increased3®4n 2007.

Real GDP growth in 2008 was 2.4% as consumptionemsddd to 3.9% due to a slower increase in rencigsrand lower
activity in the local economy. Fixed capital fortioa decreased by 4.7% as a consequence of a ctiotran private sector
investment of 6.6% that was partly offset by agréase in public sector investment of 11.5%. Re&pbrts of goods and services
increased 5.5% and real imports of goods and ssvicreased 4.7%.

Real GDP contracted 3.5% in 2009. Almost all sectexperienced a contraction in 2009, in particuraning, which
registered a 14.6% decline, and finance and inseramhich registered a 5.3% decline.

For the nine months ended September 30, 2010GieRI increased 0.4%, compared to the same peria@d8, reflecting the
slight recovery of the economy following the gloleabnomic crisis. The increase in real quartelDPGrowth reflected positive
contributions from the agriculture, livestock amshfng, government services, manufacturing, tragltaurants and hotels, finance
and insurance and residential leasing sectorsseThesitive contributions were partly offset byegative contribution from the
construction, electricity, gas and water, transgiarh, storage and communications and the redkeesatal services sectors.
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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

Real GDP (in millions of US dollarg)
REAI GDP GrOWHR .........oueveieieie s mmenmis s sans s

Real GDP growth by sect

[ E= LU = (ox (N 4 Lo T OSSR PO PPTUURRPRR
Trade, restaurants and ho.....
Agriculture, livestock and fishir..............
Transportation, storage and communical.
RESIAENTAI IBASIT ......eeieee ettt e et ens e e e e e
GOVEIMMENE SEIVICE) ...ttt
Community, social, personal, and domestic ser{fices..
CONSHTUCHON ... emmeec e
Finance and insuran....................
Real estate and business senfites.
Electricity, gas and water ............
Mining

(1) Preliminary.
(2) Based on constant 1990 prices.
(3) Includes wages and fringe benefits paid bygiinernment to its employees.

For the Year Ended December 3:

2005 200€@ 2007Y 2006V 200V

$ 8,439 $ 8,795 $ 9,176 $ 9,399 $ 9,067
3.3% 4.2% 4.3% 2.4% (3.5)%
1.5% 3.0% 3.5% 2.7% (3.9%
44 4.9 43 1.4 (5.2)
5.1 57 8.5 7.3 (2.2)
6.7 6.c 4.8 2.1 (3.9
2.9 1.3 2.4 1.6 0.2
1.€ 3 2.8 2.3 1.3
0.3) 3.2 4.7 2.0 (1.6)
4.0 6.5 (3.2) (5.4) 0.7)
2.0 4.1 2.6 (1.6) (5.3)
3.2 4.3 5.1 2.2 (3.9
3.8 4.8 2.7 25 (1.5)
5.3 4.2 (2.0 (6.7) (14.6)

(4) Includes education and private health careicesy entertainment (cinemas and television), ahdraservices such as veterinary services, serpicesded
by commercial, professional, labor and religiousoagations, and repair and maintenance servicesdaw by electricians, technicians, etc.
(5) Includes leasing and use of non-residentidles@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 by Expenditure

Consumptio
Public Sector Consumption
Private Consumptic

Total Consumptio

Gross Investme
L] o) To Y= o1 (o PSSR
Private Sector
Fixed Capital Formation
Variation iN STOCK .......ocviiiiiiiie ittt ettt et eaae s sranaeaae s

Total Gross Investme

(1) Preliminary.

SourceBanco Central de Reserva de El Salvador.
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For the Year Ended December 3:

2005@ 2006 2007Y 20069 200V
(in millions of dollars)

657 $ 671 $ 658 $695 % 726
8,126 8,530 9,269 9,622 8,682
8,783 9,201 9,927 10,317 9,408

196 198 184 206 213
1,317 1,505 1,570 1,466 1,167
1,513 1,703 1,754 1,671 1,380

94 154 0 0 0
1,607 1,857 1,754 1,671 1,380
3,246 3,421 3,658 3,861 3,226
5,196 5,684 6,163 6,450 4,948

(1,950 (2,262 (2,505 (2,589 (1,721
$ 8439 $ 8795 $ 9176 $ 9399 $ 9,067




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,
2008" 2006" 2007 2008" 2009"
(percent change, based on constant 1990 prices)

Consumption:
Public sector CONSUMPLi......cccveieeviiie e 2.1% 2.2% (2.0)% 5.6% 4.4%
Private consumption 5.0 5.0 8.7 3.8 89.
Total CONSUMPLION ....cocviiiiiiriiiieieeee e 4.8 4.8 7.9 3.9 (8.8)
Gross Investment:
PUDIIC SECLON ... 32.8 0.7 A6. 11.5 3.6
Private sector (1.5) 14.3 34 (6.6) (20.4)
Fixed capital formation..............ccouovmmmmveeneeieniereeniennens 1.9 12.5 3.0 4.7) (17.4)
Exports of goods and services.... (0.9) 5.4 6.9 55 (16.4)
Imports of goods and services. 34 9.4 8.4 4.7 3@
REAI GDP ...ttt s 3.3% 4.2% 4.3% 2.4% (3.5)%

(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$4.3 billion and accounted for 20.6f nominal GDP in 2009. Since 2005, the manufaty sector has
generated an annual average of 20.9% of the cdsmioyninal GDP and increased from 2005 to 200$ad\erage annual rate of
2.7% in real terms but contracted by 3.4% in 20B®wever, a considerable portion of the manufantusector remains linked to
agriculture, livestock and fishing since it corsist processing of foods.

The trade, restaurants and hotels sector has Imeiicr@asingly significant factor for El Salvadogsowth in recent years. In
2009 GDP for the trade, restaurants and hotelsiseets US$4.2 billion and accounted for 20.0% oBElvador’'s nominal GDP,
compared to approximately US$3.4 billion, or apjmately 19.6% in 2005. The annual growth rateezl IGDP for the trade,
restaurants and hotels sector was 4.4% in 200% 22006, 4.3% in 2007 and 1.4% in 2008. Real @oRvth for this sector
contracted by 5.2% in 2009.

In 2009, the agricultural, livestock, and fishirgctr represented 11.9% of the country’s nominaPG&mpared to 9.7% in
2005. The annual growth rate of real GDP for thecalture, livestock and fishing sector was 5.192005, 5.7% in 2006, 8.5%
in 2007 and 7.3% in 2008. Real GDP growth for #@stor contracted by 2.2% in 2009. Coffee, whielditionally has been the
main agricultural product of El Salvador, typicallgpresents the largest agricultural component DPG See “—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 3:

200 % of GDP 200€¢Y % of GDP 2007 % of GDPY 2008 % of GDP™ 200¢" % of GDPY
(in millions of US dollars, except for percentage

Manufacturing .........ccceevveeeveereeveeseesreenenns $ 3,749 21.8% $ 3,968 21.2% $ 4,202 20.6% $ 4,524 205% $ 4,319 20.5%
Trade, restaurants and hotels................. 3,377 19.6 3,707 19.8 4,055 19.9 4,420 20.0 4,226 20.0
Agriculture, livestock and fishir.............. 1,671 9.7 1,83( 9.8 2,21¢ 10.¢ 2,61¢ 11.t 2,52( 11.¢
Transportation, storage and
COMMUNICALIONS....ccveiviieeeeeerieieeescmemee e 1,569 9.1 1,668 8.9 1,759 8.6 1,842 8.3 1,720 8.2
Community, social, personal, and
domestiC SErviCes......cocovvivuiiveericeemennns 1,257 7.3 1,401 75 1,517 7.4 1,639 7.4 1,639 7.8
GOoVEernMENt SEIVICES.....cccvvereeereeeeeeienens 1,111 6.5 1,235 6.6 1,313 6.4 1,442 6.5 1,519 7.2
Residential leasing........ . 1,274 7.4 1,307 7.0 1,335 6.6 1,382 6.3 1,414 6.7
Finance and insurance 773 45 855 4.6 918 4.5 969 4.4 922 4.4
Real estate and business services........ 715 4.2 775 4.1 851 4.2 910 4.1 877 4.2
CONSIrUCON......cccviieecvie e 717 4.2 823 4.4 835 4.1 876 4.0 826 3.9
Electricity, gas and water.. 293 1.7 319 17 341 1.7 382 1.7 402 1.9
Y 1T Vo TSRS 60 0.3 66 0.4 62 0.3 71 0.3 61 0.3
Plus: tariffs and value added tax............ 1,291 7.5 1,499 8.0 1,686 8.3 1,774 8.0 1,384 6.6
Less: imputed financial servic@s.... 649 3.8 704 3.8 712 35 745 34 729 35
Total nominal GDP..........ccccccueuenenn. $ 17,214 100.0% $ 18,749 100.0% $ 20,377 100.0% $ 22,107 100.0% $ 21,100 100.0%

(1) Preliminary.

(2) Imputed financial services include the diffezebetween interest accrued and interest paidebfirtencial sector.

SourceBanco Central de Reserva de El Salvador.

Manufacturing

Manufacturing is a key sector of the Salvadoramenwny. Since 2005, the manufacturing sector hagrgéed an annual

average of 20.9% of El Salvador’s nominal GDP. WManturing activity increased at an average anratelof 1.5% in real terms
in 2005 and increased further at an average raB16b in real terms from 2006 to 2008, but congddiy 3.4% in 2009. From
2004 to 2006 manufacturing was affected by the wes of thenaquilaindustry partially explained by the end of textjeotas
in 2005, which intensified the competition from @aiand other Asian countries. In 2007, the manufeng sector grew 3.5%
but decreased to 2.7% in 2008 and contracted 3142609 due to the reduction of demand in goMiuila activity has been the
most important area in the manufacturing sed#taquila production declined 0.1% in 2006 and after expeifenzero growth in
2007, maquila production grew by 5.1% in 2008. In 20@8aquilaproduction declined 7.0% primarily due to the retéhn of
external demand, particularly from the United Stafellowing the negative effects of the global mamic crisis. For the nine

months ended September 30, 2010, the manufactseictgr increased 0.2%.

The industries that grew in 2009 were: sugar 3%83.chemicals at 5.4%, printing and related indestat 3.0%, transport
supplies and diverse manufacturing products at Zatéftpaper and cardboard at 2.1%.
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The following table sets forth production (at camt1990 prices) of El Salvador’s principal mantiiéag activities for the
periods presented.

Principal Manufacturing Activities

For the Year Ended December 3:
200 2006 2007 2006V 200"
(in millions of US dollars)®
Maquila (2SSEMDIY fOr FE-EXPOIT) ....cc.eiuiieiiiieeeeeereste e sese et e e ere e e st ess e smmmmm e e e s e essensessensens $ 2314 $ 231.2 $ 231.2 $ 243.0 $ 226.0
CREIMICAIS ...ttt e et e et sae e e s smmmmms e eas e e s e e nseetbesnsesnse mmmsaesreenneenns 166.6 171.4 179.7 183.7 193.7

BaKEO GOOUS ...ttt e ettt ettt et s et e e e e et e bbb b e e be e e s 175.6 185.6 195.9 201.8 180.8
121N LT - Vo = PSR 160.9 163.2 169.2 171.9 168.4
SUQGAT .. . 147.0 145.5 150.5 154.3 167.1
Other ProCESSEA fOOUS ... .uviueeueeeie et sttt sttt et ese s et es s es b semmems e b e ese et e seeneesbeseeeesbesieseesbenn 134.7 140.5 144.6 148.5 145.7
Printing and related iINAUSLIES ............ e erveeieeere ettt mmmeme e e ent s smmm e s seesnees 108.6 110.4 119.0 123.0 126.8
Metallic MINETal PrOTUCES ..........c.euetet ettt cmsmsm et st ereee 92.9 95.3 97.8 100.0 98.3
Refined oil products........... 89.0 94.9 101.5 102.6 92.8
TOXHIES ..ttt bt e b e bt e bbb oeme bbbt h et mn bbb 98.6 102.3 105.5 108.9 92.5
Non-metallic MINEral ProQUCES .........oiui i eeeieiiie ettt reemeee et e b e ens 81.0 88.3 88.6 91.4 82.9
Leather and related ProdU .........cc.ciiciriiiiiice et 71.t 73.¢ 79.¢ 82.1 77.€

Transport supplies and diverse manufacturing P ........cccoecvvererieeieieeeseeee e e sire e 68.8 71.3 721 71.0 72.5
Paper @nd CAraDOE. ..........cuiuiiiiiiiiii ettt 56.¢ 59.( 63.€ 66.€ 68.(

IMHTK PROQUCTE. ...ttt bbbt ettt 59.7 62.7 66.0 67.3 66.0
= Tl T L= VA= U o I =To [N ] 3oL PSPPSR 60.3 63.0 57.0 58.2 52.9
PIASTIC PrOTUC . ...ttt ettt ettt bbbt r et 48.1 49.2 52.1 54.¢ 49.1

Meat packaging and related Proai..... ...ttt 335 345 37.2 37.7 35.3
Y 0] - L= RS OSN 36.2 37.6 36.7 38.2 35.7
Lumber and related PrOOU .........cc.oii ittt s et e et sae e 24.1 245 25.2 24.¢ 24.2

(@11 =) SO 0.1 0.1 0.4 0.4 0.4

1o ] 2= OO OSSR O SO RPUPRRUPTOY $ 19455 $ 20044 $ 2,073.7 $ 2,129.8 $ 2,056.9

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

SourceBanco Central de Reserva de El Salvador.

Maquila (assembly for re-export) production representedb228.0 million (in 1990 constant prices) in 2008aquila
production decreased by approximately 7.0% in 2€@8pared to 2008 due to a reductionriaquila exports of approximately
22.9% resulting from lower global demand, partidylérom the United States.

According to the Ministry of Economy, as of Sept@mnB0, 2010, there were 2#8aquilaplants and trading companies, 132
of which were located in free trade zones, with di@aining 117 operating outside the geographimbarties 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.nanies that operate in a free trade zone are exiorp 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 contddu&$4.2 billion and accounted for 20.0% of El @dler's nominal GDP in
2009. From 2005 to 2009, this sector grew at @&masge annual real rate of 1.9%. In 2008, the traaurants and hotels sector
grew by 1.4% in real terms, affected by a decreasestaurant and hotel activities. However, in 20§rowth in the trade,
restaurants and hotels sector declined to 5.2%tadtree reduction in private consumption arisirgirlower remittances, reduced
levels of imports for consumer goods as well asdah®unt of credit lending to the trade sector. #far nine months ended
September 30, 2010, the trade, restaurants ant$ Isetetor increased 0.6%.

In June 2004, the government created a new minigthin the executive branch, the Ministry of Tami, which was charged
with the task of promoting and revitalizing tourismEl Salvador. Growth in this sector has inceshsince then. Growth in the
restaurant and hotel industries largely followstqrats of tourism. During 2008 and 2009, the tauriadustry was affected by
increasing air tariffs and declining tourist expitms due to the higher oil prices in 2008 andbgleeconomic crisis. In 2009,
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the number of passengers that entered El Salvadair ldecreased by 5.6%. This trend persistedutitrout the first ten months
of 2010, resulting in an overall decrease of 8.8%2010.

Agriculture, Livestock and Fishing

The agriculture, livestock and fishing sector acted for US$2.5 billion and represented 11.9% ofSElvador's nominal
GDP during 2009. This sector grew at an averagea@rreal rate of 4.8% during the period 2005 t020or the nine months
ended September 30, 2010, the agriculture, livéstad fishing sector increased 1.7%.

In 2005, the agriculture, livestock and fishingtsegrew by 5.1% in real terms, primarily due togth in the production of
coffee, cotton, basic grains, poultry, eggs anld. fifhe agriculture, livestock and fishing sectavgby 5.7% in 2006 and 8.5% in
2007, in each year due mainly to increases in ptbalu of basic grains (corn, beans and sorghum)aginerr agricultural products
(sugar, vegetables and fruits), cattle, fishing paditry. The growth was also supported by thedase in the aggregate value of
coffee production. In 2008, the agriculture, fiterk and fishing sector grew by 7.3% due to anei®e in demand for coffee,
basic grains and livestock. In 2009, the agrigeltdivestock and fishing sector contracted by 2.2%ulting from negative
contributions from agriculture production (coffesigar, basic grains) that was only partially offsgtthe positive contributions
from cattle, fishing, forestry and poultry. Theardevoted to the cultivation of sugar cane ine@as 80,373 hectares during the
2009/2010 harvest. The production of basic grhkescorn, beans and sorghum increased. Simil#inky,production of fishing,
livestock and forestry increased.

Coffee is the Republic’s principal agricultural expand is an important source of employment irSBlvador. The coffee
industry generated approximately 81,000 jobs dutirg2005/2006 harvest, 87,000 jobs during the 200 harvest, 106,000
jobs during the 2007/2008 harvest, 99,000 jobsnduthe 2008/2009 harvest and 75,000 jobs durin?€@@®/2010 harvest. In
2006, coffee production totaled US$120.7 milliordexrease of 3.9% from 2005 due to damages todffeecsupply caused by a
volcanic eruption that occurred in October 2005 waad further affected by Hurricane Stan. In 20fifee accounted for 79.6%
of agricultural exports and 5.1% of total exportgoods. In 2007, coffee production totaled US$238illion in constant 1990
prices, an increase of 10.4% from 2006, primarie do higher average coffee prices, which rose ftif8$1.12 per pound in
2006 to US$1.17 per pound in 2007. In 2007, coffeeounted for 73.6% of agricultural exports andPel.of total exports of
goods. In 2008, coffee production totaled US$138ilson, and increased by 1.7% from 2007 due irt pathe increase in coffee
supply generated by the 2007/2008 harvest. In 26@f@e accounted for 77.8% of agricultural exp@md 5.7% of total exports
of goods. In 2009, coffee production totaled US$41million, and decreased by decreased 12.6% 22668 due to damages
caused to the coffee supply by hurricane Ida ahdraropical rainstorms. In 2009, coffee accourfted77.0% of agricultural
exports and 6.1% of total exports of goods. Culyethere are approximately 153,757 hectares aalvtd the cultivation of
coffee, representing approximately 7.3% of the tsland.

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 furtirevestment in the coffee industry. The Coffeau@gl, an autonomous public
organization consisting of representatives fromgbeernment and private trade organizations, adwars the Coffee Emergency
Fund. As of November 2010, the Coffee Emergenaydrhad outstanding obligations to the Republic 8621.5 million.

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 hestithdards, with the exception
of poultry products. Since 1992, tMénisterio 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 3.

20050 200€Y 2007 200€W 200Y
(in millions of US dollars)®

27 Ry (ol | - 1 O TSRS $ 189.1 $ 2106 $ 2342 $ 279.0 $ 256.2
Other agriculture....... e 204.¢ 233.¢ 257.¢ 2836 289.2
LIVESTOCK. ...ttt bbbttt bbbk r bbbt 174.9 184.2 198.4 212.6 216.9
POUIERY ... e e s e b r et b e b bt ne et e n e 146.9 151.1 157.8 141.7 145.6
COMTE .ttt et b bbbt 125.¢ 120.5 133.: 135 118.¢
FOTESIIN . e e 56.6 59.1 62.4 70.7 71.4
STUToT- L o= | SRR e 54.7 51.7 534 535 51.6
FISNING 1t R n e 32.4 29.¢ 323 35.1 35.¢

11 0.7 0.2 0.0 0.0

(1] 170 ] o [ PSSP PPRUPR

$ 9857 $1,041.6 $ 1,129.7 $ 12118 $ 1,185.1

(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$1.7 billion and represented8d? the country’s
nominal GDP during 2009.

From 2005 to 2009, the average annual real groatéhin the transportation, storage and communicstsector was 3.2%.
In 2005 the transportation, storage and commumisatisector grew by 6.7% in real terms primarily daegrowth in the
transportation and storage subsectors resulting fite increased shipment of cargo and air tranapomt activity. The sector
grew by 6.9% in 2006 and 4.8% in 2007, driven myalyl the expansion of the communications sectortdukee increase of fixed
line penetration and the volume of internationaffic and the rise in mobile phone usage informmatiad mail services. In 2008
this sector grew 2.1% due in part to increasedptehe activity. In 2009, this sector decrease&c3p8marily due to lower levels
of passenger and cargo transportation as a reSut decrease in international trade activities thff¢cted related services.
Transportation growth was limited due to an incee@s freight costs, operating costs and a decr@asar transportation.
Currently, there are 10 fixed line telecommunicasicompanies, 5 mobile telecommunications compeaamels15 international
long distance companies operating in El Salvador.

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 towlkset 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 two operating seaports: Puertouleaja cargo seaport west of San Salvador, aretensl major seaport
recently completed at La Union, to the east of Saftvador. TheComision Ejecutiva Portuaria Autonom@Autonomous
Executive Ports Commission” or “CEPA”) administéinese ports and the international airport. The guwent has contracted
with private companies owned by former port fagiémployees for loading and unloading servicesdt facilities. In September
2002, the Legislative Assembly enacted ltkg General Maritimo Portuari§‘General Sea Ports Law”) establishing, among othe
matters, the regulation of the construction, relitabon, and operation of the port facilities. &ddition, in 2004 the government
created theComision de Desarrollo del Golfo de Fonsdtionseca Gulf Development Commission”) that isp@nsible for the
planning and management of the development of hiéo@e Fonseca area, which is the future gatéeontorld maritime trade.
As of December 2010, La Union seaport is being ateerby CEPA; in 2011, the Executive Branch wiligéo Congress a draft
Concession Law aimed at enhancing the potentitdeoport infrastructure and its services to thedpotive sectors.

The El Salvador International Airport, also knovatdlly as the “Comalapa Airport”, is located 50okileters south of San

Salvador. According to the last statistics issugdQEPA in 2009, 17 different international airlinese the El Saldar
International Airport. In 2009, there were 15,637 departures of international airlines from the El Salvador International Airport.
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From 2007 through 2009, CEPA received three proposals for expansion by Aéroports de Paris Group (ADPi); Nippon Koei, a
Japanese consortium; and SNC-Lavalin Group Inci¢clwhave all been evaluated and will be the sofocea new expansion
project. In 2011, CEPA plans to begin the first ghaat a cost of US$40 million, which includes exging the areas of
immigration, screening of passengers and four neavding gates. The next phase of the project iltarried out in 2012-2013,
which will include the construction of a new termiimnd a second runway to double airport capacity.

Community, Social, Personal, and Domestic Services

The community, social, personal, and domestic sesvsector contributed and accounted for 7.3% &dtyador’'s nominal
GDP in 2005. In 2006, the community, social, peaetoand domestic services sector contributed U$41illion and
represented 7.5% of nominal GDP. In 2007, thissemntributed US$1,517 million and represente®s/af nominal GDP. In
2008, the community, social, personal and domestiwices sector contributed US$1,639 million anpresented 7.4% of
nominal GDP. The community, social, personal, @oehestic services sector’'s contribution to nomiG&P remained at
US$1,639 million during 2009 and accounted for 7 &% ominal GDP.

In 2005, the community, social, personal, and ddimegrvices sector contracted by 0.3% but in 20@&panded by 3.2%
primarily due to increased activities in healthpyeation and services. The community, social, pexsand domestic services
sector increased 4.7% in 2007 and 2.0% in 200009, the community, social, personal and domsstigices sector contracted
1.6% due to a reduction in private education, pewvaedical treatments and other corporate services.

Government Services

In 2005, the government services sector contribt881,111 million and represented 6.5% of El Satvadnominal GDP.
In 2006, the government services sector contribt881,235 million and represented 6.6% of El Satvadnominal GDP. In
2007, the government services sector contribute@1{833 million and represented 6.4% of El Salvasie®minal GDP. In
2008, the government services sector contributefi1\ 482 million and represented 6.5% of El Salveglowminal GDP. The
government services sector’s contribution to noi@iaP increased to US$1,519 million during 2009 agpglesented 7.2% of El
Salvador’s nominal GDP.

In 2005, the government services sector increagetl8% and in 2006 it increased by 2.3% primariligdo an increase in
government employment. In 2007, the governmentiGes sector increased 2.8% and in 2008, it coatirits growth by 2.3%.
In 2009, the government services sector increasé¥ tlue to an increase in government employmentitharn contributed to
higher government services.

Residential Leasing

In 2005, the residential leasing sector contribuk&$1,274 million and represented 7.4% of El Satvadnominal GDP. In
20086, the residential leasing sector contribute@1J307 million and represented 7.0% of nominal GD# 2007, the residential
leasing sector contributed US$1,335 million andrespnted 6.6% of nominal GDP. In 2008, the regideteasing sector
contributed US$1,382 million and represented 6.3%aminal GDP. The residential leasing sector’stdbation to nominal
GDP increased to US$1,414 million during 2009 aptesented 6.7% of nominal GDP.

In 2005, the residential leasing sector increase@.8% and in 2006 it further increased by 1.3%. 2007, the residential
leasing sector increased 2.4% and in 2008 it coatnits growth by 1.6%. In 2009, the resident&dsing sector increased
slightly by 0.2% due to the loss of family homesda natural disasters, lower family income andramease in the supply of
tenants.

Finance and Insurance

In 2005, the finance and insurance sector congtutS$773 million and represented 4.5% of El Salvachominal GDP. In
2006, the finance and insurance sector contribt®8855 and represented 4.6% of nominal GDP. Ir72@te finance and
insurance sector contributed US$918 and represdnbéd of nominal GDP. In 2008, the finance andiiaace sector contributed
US$969 and represented 4.4% of nominal GDP. I®26 finance and insurance sector contributed923%nd represented
4.4% of nominal GDP.

In 2005, the finance and insurance sector increbgetd0% and in 2006 it further increased by 4.1#62007, the finance and
insurance sector increased 2.6%. In 2008, the dmamd insurance sector contracted by 1.6% an@dg B contracted further by
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5.3%, mainly due to uncertainties in the globahfinial markets, reduction of lending in the privagetor and lower economic
activity.

Construction

The construction sector contributed US$717 milkard represented 4.2% of El Salvador’'s nominal GDE005. In 2006, the
construction sector contributed US$823 million aedresented 4.4% of El Salvador's nominal GDP. 0072 the construction
sector contributed US$835 million and representei®odof El Salvador's nominal GDP. In 2008, the stamction sector
contributed US$876 million and represented 4.0%arhinal GDP. The construction sector’'s contributio nominal GDP
decreased to US$826 million and represented 3.9%6minal GDP during 2009.

In 2005, the construction sector grew by 4.0% amthér accelerated to 6.5% in 2006 due primarilintveased infrastructure
development by the public and private sectors20@7, construction contracted 3.2% as housing ogctgin decreased. In 2008,
housing construction was affected by lower finagcielated to the international impact of the globabnomic crisis, which
resulted in a decline of 5.4% for the constructsattor. In 2009, the construction sector sliglettytracted by 0.7% due to
government efforts to curtail the decline in théxter by implementing various home constructiorjemts, however, despite the
government’s efforts, there was a decrease indiémmand for homes by Salvadorans abroad due theerilgivels of
unemployment in the United States.

Electricity, Water and Gas Sector

In 2005, the electricity, water and gas sector rouited US$293 million and represented 1.7% of mahGDP. In 2006, the
electricity, water and gas sector contributed US$&31llion and represented 1.7% of nominal GDP 2007, the electricity, water
and gas sector contributed US$341 million and s ed 1.7% of nominal GDP. In 2008, the eledyrievater and gas sector
contributed US$382 million and represented 1.7%ahinal GDP. The electricity, water and gas settitaled US$402 million
in 2009, representing 1.9% of nominal GDP for tfesr.

Electricity, gas and water activity increased atanual average rate of 2.4% from 2005 to 2009 @htivity increased from
2005 to 2008 at an average annual rate of 3.5%dactined 1.5% in 2009 due to a decrease in therggoe of electricity
resulting from a lower level of economic activityAs of December 31, 2009, El Salvador had an ilestaénergy capacity of
1,471.2 MW. Out of the total capacity, 472 MW cafireen hydroelectric energy, 204.4 MW from geotherergergy, 691.2 MW
from thermal energy and 103.5 MW from sugar mill§he country has the highest geothermal energyygtazh in Central
America. The largest share of generation capasigwnined by private sector companies. Installe@da@phas almost doubled in
the last 20 years and increased by an averageOd/®0 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 Lem&CEL”). The electricity sector from 1996 to 2000,
mandated by the General Electricity Law,¢y General de Electriciddy led to the unbundling of electricity generation
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 otleerd,eight companies, including CAESS, DELSUR, AHESA y CIA, as
energy distributors.

Employment and Wages

The unemployment rate decreased from 7.2% in 260B3% in 2008. In 2009, as a result of the gladalvdown of the
economy, the unemployment rate increased to 7.3Ypproximately 15,000 jobs were recovered over tBenionths ended
September 30, 2010. The economic sectors with thatest job growth during the 2005 to 2008 periatesransportation,
storage and communications (annual average of )2 de&etricity, gas and water (annual average d¥}, finance and insurance
(annual average of 7.9%) and agriculture, livestmutt fishing (annual average of 7.0%). Almostalitors experienced a decline
in 2009, the largest being in construction (25.98tihing (12.5%), industry (8.5%) and agricultutigestock and fishing (7.8%).
The few sectors that recorded continued growth @92were community, social, personal and domestiwices sector,
transportation, storage and communications secbekectricity, gas and water sectors.

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 theralll economic situation. The legal workday is ¢igburs and the legal
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workweek is 44 hours. The law prohibits employmehminors under the age of 14 unless such employnsenecessary for
family sustenance and does not interfere with slingo

In 2001, the Legislative Assembly made severalrreoto the constitution, one of them allowing pahliorkers to organize.
In 2009, the Legislative Assembly ratified a cotstbnal amendment providing public employees Méthor 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 Republic.

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

Daily Minimum Wages by Economic Sector

Agriculture, Maguila Industry Commerce and Construction®
Livestock and Services
Fishing"
(in US dollars)
$ 2.47 $ 5.04 $ 5.16 $ 5.28 $ 7.70
2.72 5.24 5.68 5.81 8.00
2.86 5.40 5.97 6.10 8.12
3.24 5.57 6.77 6.92 8.79
3.24 5.79 6.77 6.92 9.14
3.24 5.79 6.77 6.92 9.14

® Excluding seasonal workers who are guaranteechiarmin wage at different levels for coffee, sugad aatton.

@ Daily minimum wage for auxiliary workers basedamarbitral award between construction firms anmstoiction unions.
©®Wages applicable since November 15, 2007.

@ Official Gazette of El Salvador Executive Decreenbers 134, 135 and 136 (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 1892009, the number of
households living below the poverty line decreas8®%. As of December 31, 2009, 33.3% of househisidirban areas and
46.5% of households in rural areas lived belowpibreerty line. The percentage of households livmgxtreme poverty decreased
to 9.9% in 2009 from 21.9% in 1996. In part duetiects of the global economic crisis, higher gites that resulted in higher
transportation and production costs and highereprfor basic foodstuffs, overall poverty levelsidgr2008 increased to 40.0%
from 34.6% in 2007. However, in 2009 overall payéevels declined to 37.8% as a result of the elese in inflation.

In March 2005, former President Elias Antonio Sareated 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 childoepre-school and primary school. The program bdganovering 15 of the
poorest municipalities of the country and progneslgiincreased to cover 32 municipalities in 2006.2007, 15 municipalities
ranked in high poverty level were added in the pogand that number was increased to 46 high pplerél municipalities, for
a total of 77 municipalities in both categoriesegBining June 2009, the government extended therage of the program to
urban areas, creating the compon€otnunidades Solidarias Urbanashich also strengthened and introduced new bisntefi
families such as basic pensions for elderly peoplérition and health programs, temporary incometgmtion, intensive
employment and urban slum improvement, among dattiegs.
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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 14.5 32.3 21.9 27.9 325 29.8 42.4 864. 51.7
1997 12.(C 27.¢ 18.t 26.7 331 29.€ 38.7 61.€ 48.C
L99E.. e 12.¢ 287 18.¢ 23.1 29.¢ 25.% 36.C 58.7 44.€
1999 . 10.3 274 16.8 225 28.0 24.6 32.8 455. 41.3
2000 ..t e 9.3 27.2 16.0 20.6 26.6 22.8 29.9 53.738.8
2000 s 10.2 26.1 16.1 21.C 25t 221 31.2 51.€ 38.¢
2002 .t 10.3 25.0 15.8 19.2 24.2 21.0 29.5 249. 36.8
2003 s 9.7 221 14.4 20.3 24.1 21.7 30.0 46.2 36.1
2004 ..o e 8.6 19.3 12.6 20.7 24.4 22.0 29.2 43.734.6
2005 .. i e 9.7 16.9 12.3 21.3 255 22.8 30.9 42.435.2
2006 ...ciiiiiie e e 8.0 12.2 9.6 19.8 23.6 21.2 27.7 35.830.7
2007 it 7.9 16.: 10.¢ 22.C 27.5 23.¢ 29.¢ 43.¢ 34.€
2008 e 10.0 17.5 124 25.7 315 27.6 35.7 049. 40.0
2009 .. e 9.2% 17.5% 12.0% 24.1% 29.0% 25.8% 3%3. 46.5% 37.8%

SourceEncuesta de Hogares de Propdsitos Mltiples, 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 accidelit®ss, maternity, disability, retirement and ded®articipation in the social
security system for coverage for accidents, illnesaternity and disability is mandatory for all imduals, 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 peivetctor 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 coveredhieySalvadoran Social Security Institute or the dfati Public Pension Institute
through a network of 30 hospitals and 589 healtHifi@s across the country.

The social security system is financed by a contlwnaof contributions from workers and employergicg January 1, 2003,
all employees, except for teachers in the publictcaseand self-employed individuals, contribute 3.@¥their salary and
employers contribute 7.5% of their total payroll &zcident, illness, maternity and disability betsefTeachers in the public sector
contribute the same percentage to thstituto Salvadorefio de Bienestar Magister{gie “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 7df%heir total payroll to the
Salvadoran Social Security Institute. Public seetoployees contribute 7.0% of their salary andrtesiployers contribute 7.0%
of their total payroll to the National Public Pesrsilnstitute.

In order to provide the government with the proseedimprove social security benefits, ttey Especial para la Constitucion
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 rmeidms 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 2009, 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 Private Sector

As of December 31,

200¢% 200¢ 2007 200€® 200¢@

Number % Number % Number % Number % Number %
MaNUFACTUNING «..veveeeeeeiee e 161,121 32.1% 159,900 30.2% 164,762 29.0% 165,1278.692 151,086 27.4%
Trade, restaurants and hotelS...........oceveeeiiiiniiiniciic e 115,203 23.0 120,467 22.7 128,798 22.7 141,270 24.4 135,822 24.6
Finance and insurance 93,403 18.6 104,344 19.7 111,435 19.6 118,990 20.6 115,530 21.0
Community, social, personal, and domestic services... 71,068 14.2 76,552 14.4 90,248 15.9 75,687 13.1 7627, 14.1
CONSIIUCLION ..c.oveiieiieeet et s ememes e meaeeas 26,311 5.2 31,636 6.0 32,061 5.6 28,102 4.9 31,1445.6
Transportation, storage and communication ... .. 19,652 3.9 21,109 4.0 23,752 4.2 31,248 5.4 23,1464.2
Agriculture, livestock and fishidﬁ .................. .. 11,767 2.3 12,017 2.3 12,906 2.3 13,253 2.3 12,3152.2
Electricity, gas and water ........... 2,929 0.6 3,240 0.6 3,642 0.6 3,867 0.7 3,996 0.7
MiRING....vvoevee oo 508 0.1 600 0.1 697 0.1 699 0.1 612 01

501,962 100.0% 529,865 100.0% 568,301 100.0% 578,243 100.0% 551,413 100.0%

(1) Revised.
(2) Preliminary.
(3) Only covers administrative workers within thggiaultural sector.

Sourceinstituto Salvadorefio del Seguro Social.

Pension Reform

On December 20, 1996, the Legislative Assembly apgat the creation of a private pension system figibée 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 systemat@ripgension companies (th&dministradoras de Fondos de Pensidnes
“AFPs”) were authorized to operate pursuant to the persistem law of April 15, 1998. All workers 35 yeanisl or younger
were required to affiliate with a private pensiammpany by April 15, 1999. Men between the ages®f8d 55 and women
between the ages of 36 and 50 had the option dfneong 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 priy@ension system, regardless of age. At DecembeR@09, 1.9 million
workers, or 101.6% of the Salvadoran workforce @02 were affiliated with this private pension gyst including 551,520
active workers. At December 31, 2009, there werd21l active workers registered in the public pemsigstem. At November
30, 2010, approximately 2.0 million Salvadoran vesgs or 106.3% of the Salvadoran workforce in 2@i€xe affiliated with the

private pension system, including 569,557 activekers.

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 payrm®emade 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 montbdgis. 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 stmhmissions be deducted from employer contribsticether than
employee contributions. Under the new law, empleyamtinue to contribute 6.25% of their salary amanthly basis; however,
commissions are not deducted from employee coriwibs, 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 hlgeption of continuing with the prior public gon system or switching to
the new private pension system are eligible to iveca Certificado de Traspaso Complementarfihe “Complementary
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Recognition Bond”) that would compensate them foy difference between the value of the monthly pemsthey would have
received had they stayed in the prior public pemsisystem and the value of the monthly pensiotisey shifted to the new
private pension system.

Beginning October 2006, the government has beaimg®ension Investment Certificates to pensioni$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 pensiorebulorg benefiting from the longer maturity and pesgive amortization profile
of Pension Investment Certificates compared witls @id Complementary Recognition Bonds. As of Selpéer80, 2010Banco
Multisectorial de Inversione¢‘BMI”) had issued US$1,325 million in Pension bstment Certificates to pay for the public
pension system’s obligations. See “Public Debt -terimal Debt”

The creation of the private pension system redubednet present value of the government’s obligatiwith respect to
pensions by approximately 71.6%. The governmenteatly estimates that the difference between doutions to the public
pension system and benefits payable to retireegrutiet public pension system and partial benefitgaple to retirees who
switched to the private pension system for the tihey were covered by the public pension system W% of GDP in 2009
having reached a peak deficit of 1.9% of GDP in3@@d 2006. The accumulated deficit for the pefioth 2005-2010 could
reach approximately US$2.0 billion.

Infrastructure Investment
Puerto La Union

The government completed construction of a majat feility at La Unién in April 2009. The projeaiost a total of
approximately US$170.0 million. Approximately US$90million of the project costs were financed thlgbua credit facility
provided by the Japan Bank for International Coapien. Approximately US$45.0 million of the projemsts were financed
through government funds and the balance was fathtitrough additional credit facilities. As of @esber 2010, the port is
being operated by CEPA. During 2011, the executirgnch intends to send Congress a project of aession law aimed at
enhancing the potential of the port infrastructame its services.

Planta Térmica Atéos

The government undertook the installation of a 5@ Mhermal power plant at Atéos, to the west of Satvador. The project
cost a total of US$63.3 million, of which approximely US$58.6 million was financed through a loaonfrCABEI. The balance
of the project costs were financed by government$u The power plant has been operational sincereer 2006. A second
phase for another 50 MW was completed in 2008 Idgustrias Energéticag“INE”"), a private arm of CEL, and cost
approximately US$69.1 million, including US$49.7limn from CABEI and US$19.4 million from INE’s owresources.

Central Hidroeléctrica El Chaparral

The government is currently building a hydroeliecplant 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 eveloping
Proyecto Fomilenipwhich includes the construction of a highwayhe horthern part of the Republic that will conntbet eastern
region of the Republic with the western region,réfsy providing easier access to some of the poomesticipalities in the
country. In addition, the project will introducéeetricity to rural parts of the region, educatibfecilities and other social
programs designed to develop that region. Theeptoyill finance agricultural business initiativeas well as training and
development for the people in the regiBnoyecto Fomilenigs expected to be completed by 2012.

Boulevard Diego de Holguin

The government will continue building Boulevard §dede Holguin. Located between San Salvador anthSketla, this
express highway is expected to ease traffic flomiog from the west side of the country heading ¢éasards the capital city.
The project will cost approximately US$69 milliondais expected to be completed by 2011.
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Program of Hospital Reconstruction

The government has implemented a program of reaanstg the facilities of eight hospitals. The tatast of the program is
expected to be approximately US$200 million, whigleing financed through multilateral loans. Twaspitals were completed
before June 2009Cpjutepequeand Santa Teclp two other hospitals were completed between 2089 and December 2010
(San MiguelandSan Vicentg while two additional hospitals are in the fipddase of construction and expected to be compieted
March 2011 (sulutanandZacatecoluca The Maternity Hospital anda UniénHospital are expected to be built in 2011.

Promotion of Tourism

The government believes that tourism representgenpal area of growth for the Salvadoran econamy has implemented
measures designed to foster development of théstousector. On December 15, 2005, the Legislatigsefmbly enacted a
tourism law (the Ley de Turismbor “Tourism Law”), which sets forth a frameworkrfthe development of the tourism sector.
The tourism law imposes a special contribution le¥yJS$7.00 for each person leaving the countrpugh the international
airport and a special contribution levy of 5.0%lodging. For the ten-month period ended October2®10, revenues from the
tourism tax were US$6.6 million. These funds hagerbused in accordance with the Tourism Law to ptentourism in El
Salvador. Of this amount, approximately 80% wasgaled towards marketing in countries such as S$pialy, Argentina, the
United States, Costa Rica, Guatemala and Hondamasng others, while the remaining 20% was spenketiag in El Salvador.

The Tourism Law also provides for economic incesgifor companies that engage in certain tourisimities. As of October
31, 2010, 13 tourism projects have benefited froim law and the tax exemptions it provides.

Education Initiatives

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

« improving educational facilities throughout the ntry (including higher educational facilities knowsmegatecy
* increasing access to computers and the Internet;
* promoting English as a second language for allesttsj and

e implementing a conditional cash transfer prograrovkm as Mutual Aid Communities, to encourage extignp@or
families to send their 5 to 15-year old childrempte-school and primary school, fully immunize dhén younger than 5,
and regularly monitor the health and nutritions$adf pregnant mothers and infants.

For the year ended December 31, 2009, governmeeineitures in education increased to US$756.2anilfrom US$621.8
million for the year ended December 31, 2008, regméng an increase of 21.6%. As of the first tamths of 2010, government
expenditures in education increased to US$543.BomilUnder itsPlan Nacional de Educacion 202the government increased
expenditures in the area of education from 2.9%.686 of GDP during the period from 2005 to 2009.

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

Since June 2009, the government has been promatingw educational plan based on eight strategiasané action: (i)
providing equal access and permanence in the edoabsystem; (ii) providing relevant curriculumdameaningful learning; (iii)
maintaining dignity and professional developmenttedchers and principals; (iv) strengthening in8tthal management and
curriculum in schools; (v) providing continuing edtion for young people and adults; (vi) integrgtiesearch, science and
technology into education; (vii) strengthening thigher education levels; and (viii) providing jalaihing.

Some components of this new plan include a prori$iw school uniforms and supplies, feeding schutideen, a literacy

plan, an education and development of early chiddhglan, inclusive education, school infrastructame science and technology,
among others.
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FOREIGN TRADE AND BALANCE OF PAYMENTS

General

In 2009, imports accounted for 34.4% of nominal GBPstly in the form of intermediate goods (38.6ftatal imports) and
consumer goods (35.9% of total imports). Exporhigeys have grown 11.1% from 2005 to 2009 primadilye to an increase in
exports in manufacturing products such as foodetsges and tobacco, textiles, paper and chemiBalksed on preliminary
information, the current account deficit of the drale of payments decreased from 7.6% of nominal @DP008 to 1.8% of
nominal GDP in 2009 due to the decrease in impdrtpods and services. The trade and servicesitdédicreased from 22.5% of
nominal GDP during 2008 to 15.5% of nominal GDPiniy2009.

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 haee 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 Répahld 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 became effective in February 2010;
e participating in free trade agreement negotiatisite Canada; and

e participating in free trade agreement negotiatimnower tariffs via an association agreement wiité European Union,
which became effective in May 2010.

Trade Initiatives Involving Central and Latin Ameri ca

The opening of the markets of Central America begat®60 when El Salvador, Guatemala, HondurasNiodragua (joined
by Costa Rica in 1963) signed the General TreatyCfentral American Economic Integration (the “Gext€Freaty”), which
provided the framework for the CACM. The CACM enwiwed the creation of a customs union as a tempatap towards the
creation of a common market similar to the Europdaion. 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 fbs%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 accordaithe/ VTO regulations. This agreement became effeatn October 1, 2001. In
October 1999, El Salvador, along with other Cenfalerican countries, entered into a free trade exgent with Chile that
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became effective on June 1, 2002. El Salvador, ébua and Honduras reached a free trade agreenidniiexico, which
became effective for EI Salvador on March 15, 2001is free trade agreement with Mexico does notyafiptrade between El
Salvador and Guatemala or Honduras. On March &,ZBl0Salvador and Panama entered into a free trgiement 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 apoeinensive plan aimed at facilitating the areasashmerce, free trade, legal
logistics between both countries. This plan ignigied 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 folageigoods manufactured
and processed in CBI member countries. Excluded fiwe original list of duty-free products were heektiles, clothing, oil and
oil derivatives. Sugar remains subject to quotdse 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 declareda®laHor eligible for enhanced CBI benefits avagabhder 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 flognthe fabric. This
“regional fabric” benefit for knit apparel is subjeo an overall yearly limit, with a separate lirprovided for t-shirts. Following
the expiration in December 2004 of the Agreementextiles and Clothing, a multilateral transitiorsmtangement designed to
progressively integrate the textile and clothingteeinto the WTO regime, textile quotas have beleninated.

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 theéeTAat of 2002, which granted Trade Promotion Autiyoto the
President of the United States permitting him teehdull authority to negotiate trade agreementsteAkeveral rounds of
negotiations, the United States signed a free taggeement 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 Freade 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 lowerigtiton U.S. products over a period of 20 yearshim ¢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 productsvand, 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, tamalaad 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 havegatmted with representatives of the European Uffiasnan association
agreement between the two regions which is cugremittaiting approval by Congress to become effectiiehe association
agreement includes regional quotas for sugar, meatand textile quotas for the Republic, amorgpbenefits.
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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 o
For the Year Ended December 31, Total Exports
200 2006V 2007 200" 200<" 20050 200<Y
(in millions of US dollars, except percentage

North America

CANAGA .....veeeciicie ettt o ettt et et e te st e teeteseeese s bmmmmn e nen $ 223 $ 263 $ 120 $ 362 $32 0.7% 0.9%

Mexico.............. 42.0 44.0 475 48.3 56.7 1.2 1.5

United States 1,819.3 1,980.5 2,028.1 2,184.3 1763.1 3.25 46.4
Central America

Belize..... 9.5 11.9 12.7 17.2 13.3 0.3 0.4

Costa Ric .. 111.¢ 118.¢ 137.2 166.2 135.( 3.3 3.€

Guatemal... 417.7 468.6 539.5 620.6 533.3 12.2 14.0

Hondura .... . 476.7 404.0 445.6 589.4 510.6 13.9 134

AN Toz= T =T [ TSSOt 158.] 195. 220.c 251.¢ 208.7 4.€ 5.t
South America and the Caribbeal

L1 o 111 TSRS 1.9 0.7 2.6 17.2 7.1 0.1 0.2

Dominican Republi. . 39.1 50.7 63.£ 62.2 66.¢ 1.1 1.8

Panam....... 52.0 63.6 90.6 122.8 104.0 15 2.7

Puerto Rict. 9.3 11.7 6.4 3.7 6.5 0.3 0.2

VENEZUE ...ttt ettt st st et st sreenesrennaan 3.8 4.7 5.4 8.1 10.t 0.1 0.2
Europe

BENEIUKD ..ottt smemms e 26.5 234 24.1 50.7 29.1 0.8 0.8

Germany ... 45.2 96.5 105.2 123.1 89.8 1.3 24
(0]137=Y SO U OO 1834 204.7 2435 2473 229.5 54 6.0

B o) - | IO OO OSSOSO $ 34182 $ 37056 $ 39841 $ 45491 $ 3,797.3 _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 2009, 36.9% of El Salvador's merchandise expormnt to Central American countries, compared t@B%4in 2005.
Primarily as a result of the free trade agreemsdtit Mexico, Chile, Panama and Dominican Republicahandise exports to
those countries increased from 3.9% in 2005 t&6r22009. Exports to the United States decrefreed 53.2% of the country’s
total exports in 2005 to 46.4% in 2009, primarilyedto the decline imaquilaproduction. Exports to the United States consist
primarily of maquilaproducts, coffee, sugar, shrimp, apparel andlésxti
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The following table sets forth the composition leé Republic’s major exports for the periods presgént
Merchandise Exports (FOB) by Groups of Products

Percentage o

For the Year Ended December 3: Total Exports
2005D 200€Y 2007 20069 200<M 20050 200Y
(in millions of US dollars, except percentage
MAIGUILA ..ttt $ 18213 $ 1,7754 $ 1,803.8 $ 19283 $ 1,487.453.3% 39.2%
Agricultural products
COMBE vttt ettt bt 163.6 188.7 187.2 258.7 230.3 4.8 6.1
ONE ettt memem ettt ettt semnmns 39.2 48.5 67.3 73.7 68.7 11 1.8
Manufacturing
PP ...ttt ettt 147.5 166.5 195.8 2234 225.2 4.3 5.9
TEXHIES ... 117.5 121.5 133.9 154.4 229.4 3.4 6.0
Shoes and footwear .................. 195 21.4 27.3 29.8 29.1 0.6 0.8
Food, beverages and tobacco ...... 348.3 387.2 473.5 535.5 522.2 10.2 13.8
CREMICAIS ... s 209.9 371.8 343.5 430.9 280.2 6.1 7.4
Mineral products .........ccceeeevreeveeeseacmene. 70.5 99.9 136.0 188.3 114.0 2.1 3.0
Base metals and similar byproducts ........ 188.3 208.6 246.5 282.8 178.8 5.5 4.7
Plastic, rubber and their byproducts .......cccccecevceevvevieeniinniennnnns 110.5 126.8 160.3 196.3 180.1 3.2 4.7
Animal products
SHIIM ottt ettt 2.9 2.4 0.8 0.5 0.4 0.1 0.0
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 41.0 37.8 41.7 394 45.0 12 12
138.3 149.4 166.6 207.1 206.6 4.0 5.4

$ 34182 § 37056 § 39841 $ 45491 $ 37973 _100.0% _ 100.0%

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

SourceBanco Central de Reserva de El Salvador.

From 2005 to 2009, exports have increased at aragweannual rate of 2.8%. Within the manufactuxgorts, paper,
textiles, food, beverage and tobacco, chemicalsptamstic, rubber and their byproducts had an aweemual gross rate of over
10%. During the same time period, howeweaguilaexports decreased at an annual average rate%f 5.0

In 2009, total exports decreased by 16.5% as cadpartotal exports in 2008, primarily due to aréased global demand in
maquila coffee, chemicals, mineral products and baselmatal similar byproducts exportdaquila exports decreased by 5.3%
in 2005 and further decreased by 2.5% in 2006 duadreased competition from China, other Asianntoes and Nicaragua
resulting from lower labor costs in those countiées! the expiration of the Agreement on Textiled &hothing in December
2004. Additionally,maquila exports declined sharply in the last quarter c®32@ue to Hurricanes Stan and Katrina, which
temporarily discontinued the importation of inptrem the United States and negatively affectedptoeluction of these exports.
El Salvador’'smaquila exports increased slightly to US$1,803.8 million2007 as a result of the tariff and non-tariff fés
under the DR-CAFTA agreement and the increase mtextile maquila sales (e.g., electronic chips), mitigating the aieg
effects of competition from China by broadeningSalvador’s free-trade region, and ending the dowdwandmaquilaexports
had experienced in previous years. In 200@guila exports increased to US$1,928.3 million, primadlye to an increase in
textile and clothingnaquilaproducts, which increased by approximately 6.5% atter industrial products, such as computer
chips and lightbulbs, which increased by approxetyat0.8% during the same time. In 2068quilaexports decreased sharply
to US$1,487.4 million, primarily due to lower gldlemand for products, specifically a lower demandlothing produced by
maquilafactories. Maquila products continue to be the main component ofdil&&lor’s exports, increasing by 17.0% during the
first eleven months of 2010 as compared to the gzaried in 2009.

Coffee exports increased by 40.7% from US$163.@aniin 2005 to US$230.3 million in 2009. Higheténnational coffee
prices contributed to this increase.

The country’s exports of food, beverages and tob@tcreased from 2005 to 2008 at an average amateabf 18.2%, from
US$348.3 million in 2005 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 thieet) States. Exports of food, beverages and tmbac2009 decreased by
2.5% from the previous year due to contractionlobal trade during the global economic crisis.

Non-traditional exports increased at an averagei@mate of 10.4% from 2005 to 2009. The mostificant non-traditional
exports were cooked tuna and frozen tenderloirgjlietalcohol, prepared medicines, iron, steel #melr manufactures, toilet
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tissue, rolled products from iron or steel, plaftixes, bags, bottles, caps and containers. licpkant, the country’s exports of
chemicals have increased since 2005 at an aversgmlarate of 10.6%, from US$209.9 million in 20@5US$280.2 million in
2009, due to the increase in exports of ethylioladt and prepared medicines.

During the first eleven months of 2010, exports anted to US$4,095 million and experienced an irggeaf 16.9%
compared to the same period in 2009. This inereeas mainly attributable to the increasenmdquila products and non-
traditional exports, which increased by 17.0% a@d %, respectively, primarily due to the increasglbobal demand imaquila
products following the recovery of the United S¢atearket. Traditional exports decreased 2.7% pifyndue to a 17.5%
decrease in coffee exports.

The following table describes the origin of the Rlelic’s imports during the periods presented.

Merchandise Imports (CIF) by Country of Origin

Percentage o
For the Year Ended December 31, Total Imports
20050 2006V 2007 200D 200V 2005 200
(in millions of US dollars, except percentage

North America
(=1 4T 1o SRRSO $ 545 $ 623 $ 555 $ 695 4.5 0.8% 0.6%

. 510.3 600.5 843.1 874.5 540.1 7.6 7.4
2,466.2 2,708.7 3,146.5 3,336.6 2,606.2 36.9 35.9

Central America

Costa Rica 180.5 219.5 248.5 261.0 224.6 2.7 3.1
Guatemala .. 567.5 631.0 744.1 826.8 754.1 8.5 10.4
Honduras.... 175.7 277.6 299.5 375.4 343.5 2.6 4.7
[N [[o=T = To 1T SRR 127.4 152.1 164.4 198.9 195.1 1.9 2.7
South America and the Caribbean
Argentina 70.5 126.1 116.1 775 42.9 11 0.6
Brazil........... ... 263.2 283.1 291.2 330.3 171.9 39 2.4
Colombia. 61.7 85.4 83.2 173.9 93.2 0.9 1.3
Chile......... 100.6 133.2 140.7 163.7 66.1 1.5 09
Ecuador ... 1154 155.9 222.6 354.3 223.1 1.7 3.1
Panam ..... 165.€ 206.7 187.% 198.7 177.C 2.t 2.4
Pert.......... 55.2 28.2 62.1 28.9 23.4 0.8 0.3
VENEZUE....c.vi ettt st 223.5 135.1 112.6 193.9 97.5 3.3 1.3
Europe
BENEIYP ..., 51.4 67.0 74.8 87.4 73.1 0.8 1.0
German... 118.7 126.6 130.6 154.9 104.7 1.8 1.4
Japal..... 127.5 157.% 180.1 186.€ 103.: 1. 14
(@71 1= GO 12542 1,506.2 1,6084 18613 1,368.6 18.7 18.9
TOMAI oo s $6,689.7 $7,6626 $8711.7 $9,7544 $7,254.7 100.0% 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.

From 2005 to 2008, the average annual rate of gréovtimports was 11.4%. However, imports declibgd25.6% in 2009.
As a result, from 2005 to 2009, imports increasedraaverage annual rate of 2.8%. During this-figar period, the average
annual rate for imports increased 7.8% for consugoeds, 6.0% for intermediate goods, 0.4% for edgjbods and decreased
10.5% formaquila

From 2005 to 2008, El Salvador’s trade deficit vilie United States increased from US$646.9 milii2005 to US$1,152.4
million in 2008. In 2009, the deficit declined t&®843.0 million, but remained higher than 2005isTihcreased trade deficit was
due primarily to a decline imaquilaexports as a result of the expiration of the Agreet on Textiles and Clothing in December
2004, which resulted in a declinerimaquilaand nonmaquilatextile and clothing exports in 2005, and an iaseein the import of
consumer goods attributable in part to an incr@asemittances from Salvadorans workers in the éthBtates.
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The United States is the principal source of Ev&abr's imports. Imports from the United State2@®9 consisted primarily
of mobile phones, diesel oil, corn, kerosene, prexand polyethylene. Imports from the United &talso consisted of cotton, olil
products, wheat, automobiles, flour and raw maeefa maquila

Maquila imports, as a percentage of total imports of gpodésreased from 18.0% in 2005 to 11.6% in 200@viohg the
decreasing tendency ofaquilaexports.

For the first eleven months of 2010, imports of momer goods, intermediate goods and capital gatzisased by 12.9%,
21.4% and 6.2%, respectively from the same penod009. Total imports have increased by 17.1%amspared to the same
period in 2009. Crude oil and oil byproducts impaatso increased from US$996.2 million in the felven months of 2009 to

US$1,300 million in the equivalent period of 2010.
The following table sets forth the compositionoé Republic’s imports for the periods presented.

Merchandise Imports (CIF) by Type of Goods

Percentage o

For the Year Ended December 31, Total Imports
20050 200€Y 2007 2006V 2006 200 200™
(in millions of US dollars, except percentage
(@7o]a ST 00 T=T B €T To o SO PPP $ 21329 $ 24256 $ 28211 $ 29740 $ 2,602.2 1.9% 35.9%
NON-AUIADIE .......cieieie ettt e smmmmne s 1,807.1 1,984.1 2,252.0 2,514.3 2,226.0 27.0 30.7
DUFADIE ...ttt ettt ettt sttt smmmmr s 325.9 441.4 569.1 459.7 376.2 4.9 5.2
Intermediate Goods. 2,343.6 2,877.9 3,289.0 4,157.3 2,801.6 35.0 38.6
Manufacturing......cccoccevevevvennnnns . 1,836.9 2,306.4 2,666.8 3,341.0 2,251.7 275 31.0
Agriculture, livestock and fishing...........cceveioiieninnciiceen 144.8 1415 179.0 239.8 206.2 2.2 2.8
(0] 5] ({1 o3 1o USRS 301.0 3944 401.1 525.8 284.4 4.5 3.9
60.8 35.6 42.2 50.8 59.3 0.9 0.8
1,008.2 1,216.4 1,365.1 1,341.4 1,011.9 15.1 13.9
284.9 3575 423.9 455.5 370.1 4.3 51
419.3 445.0 563.3 473.0 327.1 6.3 4.5
15.5 17.9 20.4 19.9 14.0 0.2 0.2
63.1 814 81.C 101.2 78.t 0.c 1.1
225.4 314.6 276.2 2915 222.3 3.4 3.1
1,204.9 1,142.7 1,236.5 1,281.7 839.0 18.0 11.6

$ 6689.7 $ 76626 $ 8,711.7 $ 9,7544 $ 7,254.7 100.0%  100.0%

(1) Preliminary.

SourceBanco Central de Reserva de El Salvador.

Balance of Payments

The current account of the Republic’s balance ghpents for the past five years has been charaeteby deficits, which
have been financed in most years by capital ananfilal account surpluses. In 2007, the currenbwadcdeficit widened
significantly while the capital and financial acooulecreased. For 2008, the current account deficitinued widening while the
capital and financial account registered a US$18illion surplus. For 2009, the current accoueficit decreased by
US$1,308.4 million, or 77.8%, compared with theviyas year due to the impact of the global econarigis and the slowdown
of the domestic economy reflected in variables sagtrade, prices and remittances.
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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,

2005" 2006" 2007 2008" 2009"
(in millions of US dollars)

CUITENt ACCOUNT ..ottt emreme e e $ (610.2) $ (783.2) $ (1,221.3) $ (1,681.9) $ (373.5)
Trade and services balance.............ccccveeeinnee (3,066.2) (3,724.3) (4,395.1) (4,977.6) (3,270.3)
Exports (FOB goods and services) ..........cen..... 4,392.3 4,773.5 5,168.8 5,651.7 4,696.0
Imports (FOB goods and Services) ..........u.... 7,458.5 8,497.9 9,563.9 10,629.4 7,966.3
INCOME ..o (578.8) (531.0) (576.1) (536.0) (663.8)
Transfers.......cooviiiiiice, 3,034.8 3,472.1 3,749.9 3,831.7 3,560.6
Private ..o 3,015.6 3,457.4 3,719.2 3,823.1 3,550.1
RemittanCes..........cocvviviniciiie s s 3,017.2 3,470.9 3,695.3 3,787.7 3,464.9

PUDBIIC ..o 19.2 14.8 30.7 8.6 105
Capital and financial account ..............cemmeveiereeenne. 929.1 1,094.2 400.0 1,379.8 546.5
Capital aCCOUNt.......ccccveieeiiiee e 93.6 96.8 150.5 79.8 130.2
Financial account..............cccoooviiiinccencciicins 835.5 997.4 249.6 1,300.0 416.3
Direct INVeStMENt...........ccveeeveiiicemeeee e, 398.3 267.5 1,408.2 718.8 561.9
ADroad........coiiiiieiet e (112.9) 26.4 (100.3) (65.4) 131.2

In reporting economy .. 5111 241.1 1,508.5 784.2 430.7

Portfolio Investment........... 104.5 777.4 (196.4) 137.6 781.4
Assets ....... 18.1 62.3 (92.5) 193.9 365.5

Liabilities .......... 86.4 715.1 (103.9) (56.3) 415.9

Other Investment ...... 273.8 24.1 (682.0) 777.3 (498.3)
ASSELS ... (256.8) (60.5) (214.1) 158.9 (46.7)

Liabilities ......ccocveeieniiecsimmmme e 530.6 84.6 (467.9) 618.4 (451.6)

Change in Reservés ...........cccooeveeeevsevcnna. 58.9 (71.6) (280.2) (333.7) (428.7)

Net errors and OMISSIONS .........ccccevvvieeruesnrcenisineee $ (318.9) $ (311.0) $ 821.2 $ 302.1 $ (173.0)

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

SourceBanco Central de Reserva de El Salvador.
Current Account

The trade and services deficit grew from US$3.0Gadoilin 2005 to approximately US$5.0 billion in Z)0with imports
growing at a higher rate than exports during theode Imports increased primarily due to remittasié@m abroad, which are
used in El Salvador mainly for consumption. Initidd, since 2005 higher oil prices have had a tiegampact on the current
account, particularly from 2005 to 2008. In 200% 2008, the increase in food prices and the impbihtermediate goods
contributed to the rise of total imports. In 20€8% trade and services deficit decreased by 3403¥8%$3,270.3 million. Imports
in 2009 declined 25.0% to US$7,966.3 million congolawith 2008 and exports in 2009 declined 16.9% $$4,696.0 million.
The services deficit in 2009 resulted from loweympants for freight, insurance and personal travel.

Transfers from Salvadoran workers abroad in thenfof worker remittances increased from US$3,017l2om in 2005 to
US$3,787.7 million in 2008 and represented 17.1%BP in 2008. Remittances decreased by 8.5% i® 200JS$3,464.9
million compared to 2008. Due to the number ofv&dbrans who emigrated to escape the civil warelsas those who left the
country seeking improved economic conditions, reanites have been a significant source of fundsaarichportant factor in the
composition of the country’s current account an@@08 represented approximately 39.9% of all curameount inflows in the
balance of payments. The impact of these remigsion the country’s balance of payments has beesidid. First, by raising
national income, remittances generally increaseapgi consumption of foreign and domestic goods serdices, which could
create inflationary pressures. Second, by partfathyling the increased demand for imports, theimfbf remittances has reduced
the current account deficit. There can be no assesas to the levels of remittances in the futasethe level of remittances is
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subject to various social and economic factorsh@gthe return to El Salvador of some of the warkairrently in the United
States, changes in U.S. immigration policy (inchgdthe possibility of a future withdrawal of theriporary protected status
afforded to Salvadoran immigrants in the Unitede3p the deaths of older recipients of remittanttes eventual employment of
younger recipients of remittances and the estahkst of families outside of El Salvador by Salvadm who remain abroad.

Remittances grew each year during the period fro8b2hrough 2008. Remittances increased in 200 epared to 2007,
rising from US$3,695.3 million to US$3,787.7 mitidan increase of 2.5%) and represented 17.1%0D&f @ 2008, compared to
16.1% of GDP in 2004. In 2009, remittances wefecéd by the increase in Hispanic unemploymerthinUnited States and
decreased by 8.5% compared to 2008. Remittanc280@, which totaled approximately US$3,464.9 miillirepresented 16.4%
of GDP. Remittances for the eleven-month periodedndovember 30, 2010 increased by 2.3% to US$31188llion from
US$3,128.5 million for the comparable period in 200

In the first three quarters of 2010, the currentoant registered a deficit of US$269.3 million, negenting a 50.3%
improvement compared to the same period of 2008ela due to the recovery from the effects of thabgl economic crisis and
the higher inflows of remittances into the Republin addition, there was an increase of 18.6%ygfdrts as well as an increase
of 16.1% in exports.

In July 2010, the United States government annaliec&5-month extension of the temporary protectatus afforded to
Salvadoran immigrants in the United States.

Capital and Financial Account

For the five-year period from December 31, 200Bézember 31, 2009, the capital account registemd@us due mainly to
transfers from abroad, primarily through grantsrfrbilateral and multilateral sources. The capgiedount transfers have been
stable and averaged around US$110.2 million duhiedast five years.

For the five-year period ending December 31, 2@0B8,financial account consistently reflected a ksrprimarily due to
inflows from foreign direct investment, issuancgsthe government of external notes and loans teafibanks. 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 foreignkha

The Investment LawlLey de Inversiongsenacted in 1999, implements reporting requirdmémat 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 investtrmust be registered with the National Investn@ffice of the Ministry of
Economy. While the Investment Law recognizes ttotgation 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 otegal obligations.

Foreign direct investment (“FDI”) in 2009 registdrd S$561.9 million, a decrease of 21.8% comparél thie previous year,
resulting from an unusually high level of investrhém the financial sector during 2008 and 2007 tl@ar2009, which was
approximately US$95.1 million. In 2009, the majpof the FDI was invested by Panama, United StatesSingapore, directing
the investments towards the finanogquila manufacturing and trade sectors. FDI in 200&teged US$718.8 million, mainly
due to a US$370 million investment in the finanaattor. FDI in 2007 significantly increased to U3®8.2 million, compared
to US$267.5 million in 2006, primarily due to fogei direct investment in the financial sector of @g%7.5 million, which has
been the main target of FDI in the last years. FOhe financial system amounted to US$102.2 ariliin 2005 primarily due to
the merger of Scotiabank aB@&nco de Comercio de El Salvadand the acquisition danco Salvadorefiby Grupo Banistmp
S.A.(Panama). After declining in 2006, FDI in the fical system reached US$1,167.5 million in 2007 whaénly to Citibank’s
acquisition of Banco Uno and Banco Cuscatlan akaseBancolombia’s acquisition of Banco Agricola.

During 2005 and 2006, portfolio investments weffecéd primarily due to the issuance by the goveminof external notes
amounting to US$375.0 million in 2005 and US$628liom in 2006. In 2007, portfolio investments hadnet outflow of
US$196.4 million compared to an inflow of US$77dlion in 2006 mainly due to the fact that in 2002 government did not
issue any new indebtedness and redeemed outstamulieg) for US$50.0 million. For 2009, portfolio estments were primarily
affected by the government issuance of externashamounting to US$800 million.

For the first nine months of 2010, the capital &indncial account showed a US$201.6 million neflout, which included the
payment of external loans by private banks andgtreeral government. During the same period, faréigect investment was
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US$140.2 million, which primarily consisted of irstenents in the financing, trade, services and atjuie, livestock and fishing
sectors. External assets increased by US$23.2omilésulting from the accumulation of assets ingheate financial and non-
financial sectors of US$490.4 million and a decedasreserve assets of US$467.3 million.

Foreign Currency Reserves

At December 31, 2009, net international reservbBRS") totaled US$2,984.8 million, an increase @526 from December
31, 2008. At December 31, 2009, the Central Baak international reserves equivalent to 5.6 monthgh of goods imports,
excluding maquila As of November 30, 2010, NIRs reached US$2,91@illion, as measured using a gold value of

US$1,383.5/troy ounce.

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

Net International Reserves

At December 31
200¢ 200¢ 2007 200¢ 200¢
(in millions of US dollars, except months

Assets
Gold® 1102 $ 840 $ 888 $ 1019 $ 1175
Foreign currencies.. 1,684.9 1,782.2 2,069.5 2,404.1 2,611.8
(OF- 1] R 78.9 16.0 9.9 122.2 37.2
Deposits abroad... 580.3 1,016.5 632.9 766.3 698.7
Investments ............. 1,025.7 749.7 1,426.7 1,515.7 1,875.9
Special drawing righ .. 35.7 375 39.1 38.9 257.1
(@1 =T OO PSP UPTOTRRPPSOITIR 2.2 4.4 0.9 0.5 0.1
Liabilities: 3.6 1.0 0.9 4.5 18
Qo] r= VT o1 =TT 3.6 1.0 0.9 45 1.8
$ 1,8294 $ 19072 $ 2,975 $ 25409 $ 2,984.8

NEt INtEINALIONAI FESEIV ...o.uviueieciieiieet ettt sr e e e sreeseeenneenssenseenes

(1) For 2005, 2006, 2007 and 2008, gold was valaedJS$337.89/troy ounce, US$360.54/troy ounce, 98%®/troy ounce and 456.59/troy ounce,
respectively. For 2009, gold was valued at US$5264aYy 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 appointdivéeyear 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 theairing 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 intertdgolovide greater stability and liquidity to tBentral Bank. At December
3, 2010, a principal amount of approximately US$50@illion of CENELIs were outstanding, an incredsem the US$54.6
million of outstanding CENELIs at December 31, 2009

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 aiyM2009, approximately US$187.0 million had beabdised. Of that amount,
the Republic has repaid approximately US$183.5anilas of November 2010.

In September 2009, the Republic reached a prelimypistand-by agreement (“SBA”) with the IMF, whictasvapproved by the
Executive Board of the International Monetary FundViarch 2010. The SBA is a 36-month, US$790 williloan for the
Republic in order to help mitigate the adverse atffeof the global economic crisis. This new SBA,ickhauthorities of the
Republic intend to treat as a precautionary backepsure, will replace the 15-month SBA approvedamuary 16, 2009. The
main objectives of the Republic’'s economic program to accelerate the economic recovery, reducerpowpreserve financial
stability, and secure debt sustainability. In additthe economic program seeks to implement ateocyclical fiscal policy in
2010, which includes modernizing the country’s madd increasing electricity generation. To ddte,Republic has not used the
funds under the SBA.

Financial Sector

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

In the early 1980s, the government nationalize@@bhmercial banks and savings and loans assocatiBuring 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 throtlgd sale of shares to bank
employees and individual shareholders.

Following the privatization of the banking system 1992, the Central Bank recognized an accountiv&ale from the
government for approximately US$100 million in cention with bad loans the Central Bank had absoftmed the privatized
entities. Since such time, the financial sectdElirsalvador has grown steadily and, at DecembeR@Q9, the aggregate value of
deposits in the system was approximately US$9libhjlincluding deposits held by the two state-odibanks. As of the first ten
months of 2010, the aggregate value of depositeernsystem was approximately US$9.3 billion, inghgddeposits held by the
two state-owned banks.

The Banking Law imposed on financial institutiorepital adequacy requirements and other standamissponding to the
Basel Accords. Under applicable law, the capit@cadcy requirement of 11.5% in 2004 was increasd@10% in 2005 and has
not been subsequently modified. The Superintendefdlie Financial System supervises compliance thése standards. The
Banking Law, enacted in 1999, includes limits oarle to shareholders, establishes minimum capitgiirements and regulates
supervisory powers and the independence of therBigedency of the Financial System. The Depos@ér@unty Institute, created
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by the Banking Law, guarantees deposits up to UBE9(as of January 1, 2010) and has the autharitpntribute funds to banks
with liquidity problems. It was originally fundedytihe government and currently receives obligatmgtributions from banks
operating in the financial system. The Banking Laao governs the transparency and reporting remgeinés of banks, imposes
audit standards and limits related party loans atiger transactions to increase the responsibilitghe banks. Subsequent
amendments to the Banking Law provide greater ptiotes to depositors by creating stricter capitatl aisk management
requirements and granting broader authority to Shperintendency of the Financial System with resspedroubled financial
institutions.

In 2005 the Superintendency of the Financial Syst@ised the minimum paid-in capital requirementianks, increasing it
from US$12.0 million to US$13.0 million. Effectias of July 2007, the Superintendency of the FiuSystem raised the paid-
in capital for banks requirement for banks to US31aillion and once more raised this requirementJ&$16.0 million in
January 2009.

In an effort to strengthen the financial systentdity to withstand shocks, the Legislative Assembpproved in January
2011 the Financial Sector Supervision and Regulat@w. The new law, which will come into effect 18&ays after its
enactment, is aimed at merging the supervisoryiesftior financial institutions (banks, insurancenpanies and savings and loan
companies), pensions and the stock exchange. avdsl designed to enhance functional autonomy Her riew supervisory
institution, strengthen cross-border supervisiagnufh improved information-sharing mechanisms ama#terthe Central Bank the
consolidated financial system regulatory authority.

Commercial Banks

As of December 31, 2009, the Salvadoran bankintesy$iad a total of 13 banking institutions, of whitl were foreign-
owned banks and two were state-owned banks. Aseselber 31, 2009 the amount of assets in the privabking sector
amounted to US$12.4 billion. As of October 31, @0the Salvadoran banking system had a total dfat&ing institutions, of
which 11 were foreign-owned banks and two wereestatned banks, and the amount of assets in thatprivanking sector
amounted to US$12.1 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 3.
200t 200¢ 2007 200¢ 200¢
Total assets (in billioNs 0f US dOlla..........ccciiiiiiiiiiciiieiec e $ 107 $ 110 $12f $12¢ $ 12«
Non-performing 10ans (as % Of tOtal 108 .........cccciiciiiiiri e e 1.9% 1.9% 2.1% 2.8% 3.7%

(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 2.4%, respectively.

SourceBanco Central de Reserva de El Salvador.

In 2005, Scotiabank anBanco de Comercio de El Salvadtwo private commercial banks, merged to form @benk El
Salvador. In 2005, Grupo Banistmo, S.A. (Panancguiaed a majority stake in Banco Salvadorefio.2006, HSBC Group
(United Kingdom) acquired Grupo Banistmo. In 20B#upo Bancolombia (Colombia) acquired Banco Agdcahd Citibank
acquired Banco Cuscatlan and Banco Uno. In Seme@)8 Banco Cuscatlan and Banco Uno merged amfjel its name to
Banco Citibank. In July 2009 Banco Azteca (Mexicojiated operations in El Salvador.

Commercial banks are under the supervision of theeB8ntendency of the Financial System and areestilip periodic
reporting requirements and mandatory audits. Coriaddsanks are required to maintain a certain peege 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
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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 Crédifihe “Cooperative Banks and Savings and Loans Caomepd.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.

Pension Funds

In 1996, El Salvador enacted a new pension syst@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, ipgrating workers make monthly contributions tovatie 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 SalvadorasnBmy — Social Security —
Pension Reform”.

State-Owned Financial Institutions

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

« Banco de Fomento Agropecuario (Rural Developmenkia
« Banco Hipotecario de El Salvador, S.A. (MortgagelBaf El Salvador);
« Fondo Social para la Vivienda (Social Housing Fund)

These institutions extend credit on favorable terifese state-owned entities are governed by dpegialation in addition to
the general rules applicable to private finanamstitutions. Thd~ondo de Financiamiento y Garantia de la PequefipiEsa
(*Small Business Finance and Guaranty Fund”), agrolank financial institution owned by the statasviquidated in July 2007.

The two public banks listed abov&anco Hipotecario de El Salvador, Sakd Banco de Fomento Agropecuatiad total
assets of US$0.63 billion and total liabilitiesld$0.56 billion as of December 31, 2009. At Octddier2010, the two public
banks and~ondo Social para la Viviendaad an aggregate of approximately US$0.72 billioiotal assets and approximately
US$0.7 billion in total liabilities.

In 2010, the government announced its intenticcréate a state development banking system govetinngredit operations
of Banco Hipotecario de El Salvador, S.Banco de Fomento Agropecuarend BMI. This state development banking system is
expected to begin operations in 2011. Accordinthéonew systenBanco Hipotecario de El Salvador, S.will specialize in
providing support to productive sectors of the eroy, such as small and medium-sized companies tued elevant sectors.
Banco de Fomento Agropecuardll specialize in the agricultural sector and misized companies. Finally, under the new
banking system, BMI will be able to extend credibtganizations within the productive sectors &f ¢itonomy.

Capital Markets

The Salvadoran capital markets are regulated bielgalel 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 Superintarydef Securities. Trading activity in El Salvatocapital 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 sesurihe El Salvador Stock Exchange opened in #@@Pcurrently lists 119
entities. Of those entities, 11 commercial badikiscompanies, 1 public institution, 10 sovereigriest and 36 international
entities executed transactions during 2009. BR2WS$2.7 billion worth of securities were tradedthe El Salvador Stock
Exchange, representing a decline compared witlus4.5 billion of the securities traded in 2008s @ November 30, 2010,
approximately US$2.3 billion worth of securitiesreé¢raded on the El Salvador Stock Exchange.
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Interest Rates and Money Supply
The following table sets forth the average annuigrest rates for the periods presented.
Average Interest Rates

2005 2006 2007 2008 2009
(in percentages)

Loans
Y 1T 2 (=T 42 O OO PR PSSRSO SO PR OPRUPPRY 69% 75% 78% 7.9% 9.3%
(o] g o T (=] o 1 PSP UP PSPPSR 8.2 9.0 9.4 9.7 10.9
Deposits
L0 £ OSSOSO 3.2 4.5 4.9 4.1 4.4
B0 I O PSSRSO PP PRSP 34% 4.4% 47% 42% 4.5%

SourceBanco Central de Reserva de El Salvador.

The average interest rates on short-term and lemg-toans increased from 6.7% and 8.2%, respeygtireR005 to 7.8% and
9.4%, respectively, in 2007, primarily due to thiadpal increase in interest rates announced bytlited States Federal Reserve
and higher domestic inflation rates that pressoall nominal interest rates. Between December 2008lovember 2010,
weighted monthly average interest rates on longrtrans decreased from 10.4% in 2008 to 9.9% ineNtber 2010, while
weighted monthly average interest rates on sham-teans for the respective period decreased frd@%9n December 2008 to
6.9% in November 2010. The domestic currency @serate for deposits (passive basic rate - 188)d#gcreased from 7.1% in
December 2000 to 3.3% in December 2004. Betweeaeiber 2008 and November 2010, the weighted moatldyage passive
rate decreased from 5.3% in 2008 to 2.1% in 20IRe decrease in the average interest rates ontsnortand long-term loans
between 2008 and 2010 was primarily due to follgnvihe declining trend of international interestesaas well as an excess
supply of liquidity in the domestic market thatukted from increased levels of deposits and distidm of fewer loans.

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

At December 31

200¢ 200¢ 2007 200€® 200¢®
(in millions of US dollars)

CUITENCY IN CIFCUIALIO ...t bbbttt $ 342 $ 336 $ 332 $ 330 $ 32.8
Demand deposi.........cccceevue.. i 1,257.2 1,453.8 1,699.5 1,726.9 1,946.2
ML e 1,291.0 1,487.¢ 1,732.° 1,759.¢ 1,979.(
Savingt.......c.e.... 2,136.9 2,204.6 2,456.7 2,400.9 2,363.0
TEIM AEPOSIES ©-.cvvteeeeteeteeet et emeecemes ettt ee et s e e s e e s smmmtms s s s s s e s et ns s ssns et simseen 2,924.6 3,400.9 4,1524 4,192.5 4,113.9
M2 (M1 plus savings plus term dePOSILS) ....ccccereeverierrerere sttt emmem e 6,352.8 7,093.0 8,341.8 8,353.2 8,455.8
DEPOSItS N FOr@IGN CUITEIC ...veuiieiitiect ettt sttt b bt 0.0 0.0 0.0 0.0 0.0
O e 631.3 778.4 926.5 1,029.6 1,033.9
M3 (M2 plus deposits in foreign currency plus OB)EI........cccveveieiiiiiee et e $ 69842 % 78714 $ 92684 $ 93828 $ 9,489.8

(1) Preliminary.

SourceBanco Central de Reserva de El Salvador.

From 1997 to 2000, the Central Bank influenced tfeney supply through the issuanceGsrtificados de Administracién
Monetariaat par and, from 1998 to 2000, through the issei@iCertificados de Administracion Monetaria a Descoehith of
which werecolon-denominated instruments, which have not been ésinee the effectiveness of the Monetary Integrafict in
January 2001. The reserve requirements applicaldbecking accounts, savings accounts and depaedificates 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 securitiggh minimum credit ratings
requirements. In 2004, the 3.0% additional casteme requirement was eliminated while the 6.0%itihél reserve
requirement with respect to such securities wasitaigied. In April 2005, the 6.0% additional resergguirement with respect to
these securities was reduced to 3.0% of total despasd modified to require reserves in the formhaghly liquid external
securities with minimum credit ratings requirementsdeposits at the Central Bank. Similarly, doetlie then upcoming
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presidential and legislative elections in 2009Juty 2008, the Superintendency of the Financiate8ysrequired all commercial
banks to increase their reserves by an additiof® 3f total deposits, which was eliminated gralyuiibm April through June
20009.

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 Moryetategration Act, allcoléndenominated deposits were converted into U.S.
dollars effective January 1, 2001, and the U.Sladddecame the unit of account in the financiateys 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 oétiofi, even during episodes of unfavorable econaroieditions. The
highest rate of inflation registered in El Salvadas 31.9%, which occurred in 1985. The establistirmean 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 leveltthe United States, although
in 2003 it began to diverge.

The following table sets forth the rate of inflation the Republic as measured by the CPI for thioge presented.

Inflation
For the Year Ended December 3.
200¢ 200¢ 2007 200¢ 200¢
IFIAEION. ... ettt ettt ettt ettt et e et e st e be e e s e e e st e be et e eaeebeebeebrene et enb e be et enbeaaeereeree e enee 4.3% 4.9% 4.9% 5.5% (0.2)%

SourceDireccién General de Estadistica y Censos (DIGESTE@I base of December 2009 = 100

In 2005, the inflation rate was 4.3%. During 20@&ces were affected directly and indirectly by higil prices, which
resulted in higher costs for fuel, transportatienvices and food. Further, in October 2005, foddgsr rose temporarily due to
Hurricane Stan, which caused the closure of cetihways. In 2006, inflation increased slightlydaeached 4.9% mainly due
to variations in food, non-alcoholic beveragesnsportation, residential leasing, and servicestedlavith public utilities. In
2007, inflation remained stable at 4.9%.

The rise in global commodity prices in 2008 gereatagubstantial inflationary pressures. In 200&iitn reached 5.5% due
to sustained increases of international pricesofifand oil in the first half of the year. Afteegking at 9.9% in August 2008,
there was a deflation of 5.5% in December primadile to lower prices in the food and oil categoriés 2009, there was a
deflation of 0.2% due to a reduction in various engliture categories measuring inflation, includifiogd and beverage,
restaurants and hotels and servides.of November 2010, inflation registered a modestease of 1.8% for the twelve-month
period ended November 30, 2010.
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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.

TheLey Organica de Administracion Financiera del Estdthe “Law on the Administration of Public Finantes “AFI"), a
statute enacted in 1995 to regulate several fimdlggielated areas of the Republic, implements ¢bastitutional principles
relating to budgetary matters. Pursuant to the AR, Republic’s nonfinancial public sector's budgensists of the General
Budget (as defined below), budgets for municipaditand the Salvadoran Social Security Institute laundigets for the non-
financial autonomous entities (such as CEL and QEPA

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 aéBeridget 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 DecemkeoBeach 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. Expenditures are cappbd kvels in the budget approved by the Legigatissembly.

At the end of each fiscal year, the Executive Bramust submit a report on the execution of the budg 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 revenuedlevatocating 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 gaowemr has been implementing fiscal policies desidoed

» increase expenditures in education under Bt@n Nacional de Educacion 202and the new educational policy
implemented by the current Administration;

» reduce overall government expenditures for subsitighe areas of electricity, water consumptiarhlig transportation
and cooking gas, while focusing subsidies on tlsestors of the population most in need of suctstssie;

* 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-
school and primary school, fully immunize childrgmunger than 5, and regularly monitor the healtth antrition status
of pregnant mothers and infants;
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« implement theComunidades Solidarias Urbanaga program to strengthen and introduce new bisnteffamilies such as a
basic pension for elderly people, nutrition andltieprograms, temporary income protection, inteeastmployment and
urban slum improvement, among others; and

e 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 i mdéesuch services.

In terms of revenues, the government has been mgléng 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 leviggosed on lodging and airport departures. Otharstéhat have been put into
effect are a US$0.10 charge on each gallon of gsahd diesel and a US$0.04 per minute tax omimog international calls to
El Salvador, in each case to partially finance pliblic transportation subsidy. In 2009 and Septn#t9©10, the Congress
approved amd valorenrate of 8% and the updating of specific ratesafooholic beverages.

Non-Financial Public Sector Revenues and Expendites

The following table sets forth actual revenues exygenditures for the consolidated non-financiallipugector for the periods
presented, as well as revenues and expenditurgetaatifor 2010.
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Non-Financial Public Sector
Consolidated Revenues and Expenditurés

For the Year Ended December 3:

201(C
2005 2006 2007 2008 2009 Budgeted
(in millions of US dollars, except percentage
Revenue
CUITeNt reVENUER ..............oecvceeeeee e $ 2,832.0 $ 3,2440 $ 35780 $ 38828 $ 35171 % 3,212.
Capital revenues.... 0.1 0.0 0.0 0.1 0.0 0.0
Foreign aid............... 52.1 41.3 62.3 52.9 108.8 181.8
TOtal FEVENUES .....cveiiiiiiieeet e $ 28843 $ 32853 $ 3,640.3 $ 39358 $ 3,626.0 $ 4,094.0
Expenditures
$
Current expendituré®...............c..ooeveuommmrveeeeseeeneenans $ 2,585.1 $ 2,903.3 3,148.7 $ 3,637.4 $ 3,809.5 $ 3,972.7
Consumptio 1,885.1 2,034.3 2,136.9 2,350.9 2,5633.3 2,727.6
Interes............ 389.4 454.9 507.4 519.6 530.9 660.6
TrANSTEN .o e 310.¢ 4145 504.¢ 766.¢ 745.2 584.2
Capital eXpenditurt............ccoeirerirciiine e, 481.3 579.5 658.3 661.7 643.1 808.7
Gross investme..... 429.6 500.0 477.5 582.1 581.3 743.0
Capital transfei...... 51.7 79.5 90.¢ 79.7 61.¢ 65.7
Net lending.................. (1.4) 0.7) (0.8) (0.6) (0.9) (1.0)
Total expenditure 3,065.0 $ 3,4825 $ 3,716.1 $ 4,2985 $ 4,451.7 $ 4,780.5
$
Current account surplus (defi®.............ccoooverereee. $ 2469 $ 340.3 4292 $ 2454 $ (292.3 (60.6)
Surplus (deficit) excludinforeign aic...... (232.8) (238.5) (138.2) (415.7) (934.4) (868.3)
Surplus (deficit) including foreign aid... (180.7) (197.2) (75.8) (362.8) (825.7) (686.5)
External financing .........cccocvvvverveesvimm 342.6 340.3 429.2 126.8 785.1 758.5
Internal financin® ............coccoooveeeerie e (161.9) (299.8) 191.0 236.0 40.6 (72.0)
Current account surplus (deficit)/Nominal GDP.......... 1.4% 1.8% 21 1.1% (1.4)% (0.3)%
Surplus (deficit) excluding foreign aid/Nominal GDP. (1.4)% (1.3)% (0.7)% (1.9)% (4.4)% (4.0)%
Surplus (deficit) including foreign aid/Nomil GDP....... (1.1)% (1.1)% (0.4)% (1.6)% (3.9Y% (3.1)%
$ $ $
Nominal GDP 17,2144 $ 18,7494 20,376.7 $ 22,106.8 $ 21,1005 21,796.0
Deficit including pension, educatio (508.1) (546.6) (395.1) (683.5) (1,171.6) (1,047.3)
Deficit as a percent of GDP............cccmmmereeerieenene (3.0)% (2.9)% (1.9)% (3.1)% (5.6)% (4.8)%

(1) Allfigures are presented on a cash basis.

(2) Budgeted figures are based on amounts containbeé 2010 budget approved by the Legislativeefdsy 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.

In 2005, the non-financial public sector deficitssegual to US$181 million, or US$10.1 million beldtve target set forth in
the 2005 budget. The non-financial public sectdicdevas 1.1% of nominal GDP in 2005, lower théwe t1.2% target set forth in
the 2005 budget. The non-financial public sectdiciddigure for 2005 reflected total revenues o8$142 million over the 2005
budget projections, which was partially offset kpenditures of US$131.9 million over the 2005 budgejections. The increase
in total revenues was primarily due to higher tfiarecasted tax collections due in part to the apgdrand implementation of
certain tax reforms. On the expenditure side, ediperes above those that were budgeted were mtislyesult of government
subsidies to lessen the impact of high internatiavik prices affecting the prices of natural gadecticity and public
transportation.

In 2006, the non-financial public sector deficitsmequal to US$197.2 million, or US$57.9 million abdhe target set forth in
the 2006 budget. The non-financial public sectdicdavas 1.1% of nominal GDP in 2006, higher thiae 0.8% target set forth in
the 2006 budget. The non-financial public sectdicddigure for 2006 reflected total revenues ad5$P20.8 million over the 2006
budget projections, which was partially offset penditures of US$278.6 million over the 2006 budgejections. The increase
in total revenues was primarily due to larger thaigeted tax collections associated with the 2@@4réform, positive results
from stricter tax audits of taxpayers and highesneenic activity. On the expenditure side, expendiuabove those that were
budgeted were mainly the result of larger costutifsgies for cooking gas and public transportatierthe price of oil continued
its upward trend.

In 2007, the non-financial public sector deficitsnegual to US$75.8 million, or US$47.2 million belthe target set forth in
the 2007 budget. The non-financial public sectdicdevas 0.4% of nominal GDP in 2007, lower théwe 10.6% target set forth in
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the 2007 budget. The non-financial public sectdicddigure for 2007 reflected total revenues d$l186.6 million over the 2007
budget projections, which was partially offset kpenditures of US$142.4 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$4.1liani 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 sectdicdeigure for 2008 reflected total revenues o8$49.4 million below the
2008 budget projections, and additional expenditfeUS$216 million over the 2008 budget projectiohhe 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 expenditfoesocial programs.

In 2009, the non-financial public sector deficitaled US$825.7 million, or US$513.7 million abowe target set forth in the
2008 budget. The non-financial public sector deficas 3.9% of nominal GDP in 2009, above the 1.38get set forth in the
2009 budget. The non-financial public sector defigure for 2009 reflected total revenues of US&61million below the 2009
budget projections, which were partially offset &ypenditures of US$98.8 million below the 2009 hetdgrojections. The
decrease in total revenues was primarily due toeffects of the international crisis on the pulfiitances. On the expenditure
side, expenditures below those that were budgetzd mainly the result of decreases in gross pubhiestment (US$143.7), cost
of subsidies for cooking gas (US$53.4 million),ctlieity (US$92.7 million), due to lower oil priceban in 2008; offset by
increased expenditures for social programs by dvemment.

As of October 31, 2010, the non-financial publictee registered a deficit equal to US$339 milli@guivalent to 1.6% of
estimated nominal GDP. The non-financial publicteedeficit as of October 31, 2010 reflects totalenues of US$3.4 billion.
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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 3:
200t 200¢ 2007 200¢ 200¢
(in millions of US dollars)

Tax revenue®?

Income $ 6996 $ 818. $ 968. $1,053. $1,003.i
Property transfers . 16.3 18.6 21.0 17.8 134
IIMPOTES .ttt e b kbbb e bt b ettt b et 180.9 199.7 203.8 178.8 138.0
Consumption ..........ccceeeevrvnneene. 95.4 97.4 97.8 95.8 99.7
V2= LTI To (o =T I - OSSOSO 1,169.9 1,362.5 1,506.8 1,615.2 1,423.2
(@] {4 =T £SO OO PP 0.3 0.8 0.9 19.9 47.3
Special contributions (FOVIAL ..... 66.4 69.0 70.3 65.3 68.1
Special contributions (AZUCARY .. 0.6 0.6 0.7 0.8 0.7
Special contributions (TURISM® ....... 0.C 6.2 7.3 9.¢ 7.€
Special contributions (TRANSPORT® . . 0.0 0.0 0.0 32.7 34.1
Total taX revVenUe.........ccevveereeveerr e . 2,229. 2,573.! 2876.¢ 3,089.6 2,836.0
Nor-tax revenue® ..... . 115.% 147.: 149.1 156.¢ 132.¢
Total current revenu. . 2,344, 2,721.. 3,025.¢ 3,246.1 2,968.8
Capital revenu...... . 0.1 0.C 0.C 0.1 0.C
[ 0T (=1 o = SRS US PR 48.5 36.2 22.C 29.1 19.C
TOAI FEVENUE ...ttt e v et e et e e et e e abe et s st e ss e e e e eabeeneesnee st $2393.: $ 2,757.c $3,047.¢ $3,275.0 $ 2,987.¢

(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 iamgfovements.

(4) Tax levied on pound of sugar extracted and pgidugar cane producers and sugar mills.

(5) Special tax on the payment of accommodatioambdishments that offer tourist services and thdewabed on leaving the country by air, per person

(6) Special contribution to stabilizing the farepoiblic transportation of passengers, and leviethergallon of gasoline or diesel.

(7) Includes fines, license fees, plate issuanes, figassport fees, and gasoline related revenues.

Source Ministerio de Hacienda.

One of the challenges facing the government isdbliection 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 componet@ofevenues for 2009, generating approximatel2%o0Oof total tax revenues.
Revenues from the value added tax fell 11.9% dw2id@® compared to 2008, due to the impact of tbbajleconomic crisis. In
2008, VAT revenues grew 7.2% compared to 2007 orfrectax revenues accounted for approximately 3mfitax revenues for
2009, compared to 34.1% for 2008. Income tax ressrdecreased 4.7% during 2009 compared to 200@rawd 8.8% during
2008 compared to 2007. Import duties, the thirddat component of tax revenues, accounted for appately 4.9% of tax
revenues for 2009. The FOVIAL special contributamtounted for 2.4% of tax revenue for 2009.

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

in collecting revenues from certain transactionsv/fiich that sector engages. Tax revenues increbb&8o in 2007 and 7.4% in
2008, but decreased 8.2% during 2009. See “— Taxatind Customs”.
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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 3:

200% 200¢ 2007 200¢ 200<?
(in millions of US dollars, except percentage

o [0 Tor- L o] o I RSSO STPRS $ 4930 $ 5257 $ 560.5 $ 621.8 $ 7450
Public health ... 260.9 288.1 326.4 352.6 382.0
PUDBIC SECUIILS ... eemeer e seeems s 197.8 220.0 55.1 14.4 15.1
Public work:.... 97.8 81.¢ 158.5 177.6 204.0
Judiciary....... 130.0 150.( 160.5 176.7 179.2
Defensi..... 107.2 113.¢ 119.t 120.1 135.:
L (=Y To (=Y oSSR 91.3 102.: 102.9 104.2 101.7
FINANCEIE) ..ottt 48.1 51.€ 55.3 52.6 59.6
Agriculture, livestock and fiShing ..........ccoeeeiiiiiiiiiicnicc e 33.2 38.7 46.1 54.9 73.5
Foreign relations...........cccceevvvveenee. 294 34.6 375 42.7 39.9
Econom................. 26.2 31.7 40.9 36.1 26.9
Attorney General ... 19.6 214 26.8 38.2 39.1
Electoral tribunal ... 10.2 13.0 141 20.2 14.0
Controller............ 19.C 22.¢ 24.¢ 27.2 32.8
Legislaturt........... 19.6 22.¢ 24.3 304 36.8
General Prosecul.. 14.6 18.2 16.3 19.0 19.9
Labol.....cccoevveninnns 6.C 7.7 9.2 9.3 9.€
Environmente................ 5.9 22.C 17.3 13.3 9.8
National Judicial Counc... 3.9 3.¢ 4.2 4.7 4.7
Defense of human rigt..... 3. 4.2 4.z 5.E 6.2
Civil service tribune....... 0.2 0.2 0.5 0.6 0.6
TOUNISI ..o 3.2 7.2 15.8 14.4 11.6

Interior® ... 0. 0. 0. 0. 0.
Housing and urban development. . . 0.0 0.0 0.0 0.0
Transport........ccceeieiciiicieans . 0.0 0.0 0.0 0.0
Public Treasur® .... 1,094." 1,008.: 1,075.¢ 1,147..
Interest paymen.. 455.¢ 496.% 494.% 504.7
CUMTENE TrANSTE ... et £ 3436 306.4 357.2 377.¢
General obligatior 130.( 101.C 101.¢ 142.2
Other obligation ... 213.¢ 205.¢ 255.2 235.¢
Capital transfer........ 295.2 205.1 224t 264.¢
Financial investmen . 0.C 0.C 0.C 0.C
TOtAl et . $ 287i1 $ 3,016.C $ 3,301.¢ $ 3,579.
Central government expenditure/Nominal C . 15.4% 14.8% 14.% 17.0%

(1) Allfigures are presented on a cash basis.

(2) Preliminary.

(3) Includes expenditures Bolicia Nacional Civil(“National Civil Police”)andAcademia Nacional de Seguridad Publi¢tational 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 Ministrizioance.

(5) Excludes amortizations.

Source Ministerio de Hacienda.

Expenditures relating to social goals, includingltte education and housing represented approxiynd®e1% of government
expenditures in 2009, compared to 39.2% for 2008)% for 2007 and 37.0% for 2006.

Central government expenditures increased 13.1%ominal terms from US$2,496.3 in 2005 to US$2,87@.2006. This
increase was mainly attributable to a 9.3% salacyeiase, larger interest payments and currentfénanas well a 12.8% increase
in capital expenditures.

In 2007, central government expenditures as a ptage of nominal GDP decreased to 14.8% compardd.@ in 2006.
Overall expenses increased to approximately US$330rmillion 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.
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In 2008, central government expenditures as a ptage of nominal GDP increased to 15.0% comparet#t8% in 2007,
primarily due to current transfers, salary increasend larger payments in goods and services. Oweqaenses increased to
approximately US$3,301.8 million in 2008 comparecpproximately US$3,016.3 million in 2007.

In 2009, central government expenditures as a ptage of nominal GDP increased to 16.4% comparetbt0% in 2008,
primarily due to current transfers and larger paytmen remunerations and goods and services. Oweqpenses increased to
approximately US$3,579.4 million in 2009 compare@pproximately US$3,301.8 million in 2008.

2010 Budget

The 2010 budget, which was submitted to the LetingaAssembly in September 2009 and approved orehiter 6, 2009,
contemplated a deficit of 3.1% of GDP for the norahcial public sector (excluding obligations rethtto the pension system
estimated at 1.6% of GDP). The main assumption®nlyidg the 2010 budget included an inflation rafel.5%, a real GDP
growth rate of 1.0%, remittances from abroad growan5% relative to the prior year, stable coffdeqs, a price of US$70.0 per
barrel of oil and a rate of growth for the U.S. mamy of 0.8%. During 2010, the budget was amengeddreasing the allocation
to public works, presidency, health, security, edion, and economy line items, as well as an irs&éa the allocation to the
general obligations line item under the public $tes.

As of the first ten months of 2010, central goveemtexpenditures as a percentage of nominal GDreased to 14.2%
compared to 14.7% during the same period in 208&apily due to lower capital expenditures. Ovematpenses decreased to
approximately US$3,092.4 million in the first teronths of 2010 compared to approximately US$3,1@8lllon during the same
period in 2009.

2011 Budget

The 2011 budget was submitted to the LegislativeeAtsbly in September 2010 and approved on Novente2d10. The
current budget contemplates a deficit of 1.8% ofRGior the non-financial public sector excluding igations related to the
pension system estimated at 1.7% of GDP. The nssnmaptions underlying the 2011 budget include #atian of 2.8%, a real
GDP growth rate between of 2.5%, remittances friamoad growing at 5.0% relative to the prior yeapriwe of US$77.5 per
barrel of oil, stable coffee prices and a raterofagh for the U.S. economy of 2.9%.

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 incomeoaniansfers of real estate. In addition, it adeimport duties and a 13%
value added tax on tangible assets and services.

Approximately 94.5% of the central government’sreat revenues came from various forms of taxatio2d09. The central
government’s tax revenues were US$2.8 billion i2& decrease of 8.2% compared to tax revenu&308. Such decrease was
principally a result of the impact of the globabaomic crisis on the Salvadoran economy. Tax reeeras a percentage of GDP
reached 13.4% for 2009, compared to 14.0% for 2008.

The value added tax typically is the principal cament of tax revenues, generating 50.2% of thé taxarevenues in 2009.
The value added tax applies to most sales of tengisets as well as most services, except foratidnal, public transportation
and cultural services, among others. As of thé fins months of 2010, value added tax, with a ctbe of US$1,288.3 millions,
has generated 50.2% of the total tax revenues.

The second largest component of tax revenues isntitene tax, which accounted for 35.4% of tax remenduring 2009.
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 thirdjéemt component of tax revenues,
accounted for 4.7% of tax revenues in 2009.

Tax Reforms

The Legislative Assembly approved a new tax codé became effective in January 2001 and allowgytivernment to unify
collection procedures for different taxes and eigethe process of imposing and collecting finemrfrtaxpayers that do not
comply with the legal framework. In addition, thedislative Assembly approved a levy of US$0.20ayathn gasoline and diesel
which is used for road maintenance and improvemands effective January 2002, eliminated the ¢ &d&kemption from the
corporate income tax.
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In November and December 2004, the Legislative Abde approved several tax measures intended t@aser revenues,
close tax loopholes and reduce tax evasion. Refaonthe tax laws included, among others, clarifythg requirements for
eligibility for tax credits, limiting deductions leted to inter-company loans, disallowing dedudidar expenses incurred in
certain taxing jurisdictions, establishing a urdfi@mondiscretionary period for taxpayers to pay rdplent tax liabilities,
prohibiting settlement of cases involving customsuggling, raising the jail term that may be impos®dtax evaders and
eliminating the possibility of tax evaders avoidimgson sentences.

In addition, the government enacted in December200ew law that aims to encourage the informalosdo register with
the government tax authority by requiring largepyers to withhold a 1% value added tax on trafmmastvith small taxpayers.

In 2005, the government increased the excise tawlmacco products and alcoholic beverages and ietpbagax on the sale of
guns, ammunition, and fireworks. The additionalemve 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 peréeaving 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 Idiegartially finance
the public transportation subsidy.

In December 2007, the government approved_thede Incentivos Fiscales para el Fomento de larfias Renovables en la
Generacion de Electricidadwhich promotes investments in projects that gemeehydroelectric, 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.

In November and December 2009, the Legislative e approved a series of tax reforms aimed atimiptax loopholes,
reducing fiscal evasion and smuggling through thieaecement of income concepts, limiting deductioestricting deductions in
fiscal credits and enacting norms for control ointltapitalization, among other things. Other tafomms included the
internationalization of the tax system, retrofifithe legal framework to global practices; broadgrthe tax base through the
enhancement of the activities subject to the difiettaxes, updating tax structures and creating tagvschemes applied to the
specific consumption of certain goods, among otharal strengthening the tax administration and aguast capabilities by
providing them with more effective tools to conttioé enforcement of tax obligations.

Customs Reforms

The government has reformed a number of laws toemmizk customs procedures and accommodate the ReEpub
international commitments, especially those comigin the DR-CAFTA. The reforms establish tB&eccion General de
Aduanas(the “Customs Administration”) to oversee the mmigation of the customs service. The main purpdssuch 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 impo$gdtheDireccién General de Impuestos Internise 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 pdiganasand will review decisions
of the Customs Administration related to the imposi of taxes and duties, penalties, customs dewisand classifications and
the determination of the origin of goods.
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PUBLIC DEBT
General

Public sector debt, including internal and extedwet of the financial and non-financial publictee@nd the external Central
Bank debt balance, was approximately US$11,102llfomat December 31, 2009, compared to US$9,668lon at December
31, 2008 and US$8,604.6 million at December 31,720Bie increase in public sector debt in 2009 wasiy due to US$800.0
million of external notes issued by the Republiearly December 2009 that mature in 2019, the dismnent of US$300 million
from a US$500.0 million IADB loan facility to theentral government that was deposited in the CeBtak, a disbursement of
US$201.1 million from a US$450.0 million IBRD lo#acility to the central government; and the iss@waotUS$335.0 million of
internal debt. The ratio of total public sectobti® GDP increased from 42.3% at December 31, 2062.6% at December 31,
2009. As of October 31, 2010, total public sectlrtdvas approximately US$11,605.9 million (53.3%@P).

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, thgislative Assembly approved
the AFI law, which governs, among other matters, ifocedures that must be observed in all matégyarding public debt. AFI
rules concerning public debt apply to all state-ed/entities, 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 complthwihe public indebtedness policies adopted byettexutive branch, a
non-financial public sector entity must obtain §éor written approval of the Ministry of Financefore entering into any
negotiations with respect to borrowing. Any contraxecuted 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 @ged 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 pawdioim of the Ministry of Foreign Relations in thase of transactions with
multilateral and bilateral international lenderah proceeds are disbursed to the government whictyrn, transfers such
proceeds to the ultimate borrower pursuant to aeesment between the Ministry of Finance and sutityen

Although public debt service is the primary resphifisy of the entity for whose benefit the loan sveeceived, AFl-governed
debt is an obligation of the government. Accordmgtansfers from the government to any entity parg to the annual budget
take into account debt service obligations forfiilewing 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 marketliions at the time of
issuance. The maximum maturity of LETES is 360 d#s of December 31, 2009, US$412.5 million in aggte principal
amount of LETES were outstanding. As of OctoberZ11,0, approximately US$265.6 million in aggregatimcipal amount of
LETES were outstanding.

External Debt

External debt obligations of El Salvador are totitaieral organizations, bilateral institutions azmmmercial 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$7,788.4 million at December 31, 200@mared to US$6,579.4 million at December 31, 2@08, US$6,390.0
million at December 31, 2007. The increase in mubéctor external debt since December 31, 2007irsagly the result of the
issuance by the Republic of US$800.0 million ofeemél bonds in 2009.

The Central Bank’s external debt at December 30920as US$206.9 million, compared to US$325.3 omillat December
31, 2008. As of October 31, 2010, the Central Baakternal debt was US$159.0 million.

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 2005, the Republic has been involved in dlieviing outstanding note issuances that are iredud its external debt:
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* US$375.0 million of external notes issued by theukdic 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 2005;

e US$225.0 million of external notes issued by th@udic in July 2006 that mature on June 15, 203% fanm a single
series with the external notes issued in June 28,

e US$800.0 million of external notes issued by theudic in December 2009 that mature on Decemb2019.

To finance reconstruction associated with the Jgnaiad February 2001 earthquakes, the Republicvetd)S$327.0 million
in new loans from multilateral and bilateral sos,cencluding 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,
2005 2006 2007 2008 2009
(in millions of dollars, except percentages)
56315 $ 6,102.4 $ 6,019.0 $ 6,907 $ 7,243.4

Central Government

Public financial and non-financial en [ 367.5 453.8 3710 4715 545.0
SUD-OtAl ..o e 5,999.0 6,556.2 6,390.0 6,579.4 7,788.4
Central BanK .........cocooe i 195.3 96.2 61.0 325.3 206.9
TOUAl oo $ 61943 $ 6,6524 $ 6,451.0 $ 6,904.7 $ 7,995.3
External public debt as a percentage of nominal &DR............... 36.0% 35.5% 31.7% 31.2% 37.9%

(1) Preliminary.

Source Ministerio de Hacienda.
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The following table shows the composition of thepRaic’s external public debt by type of creditor the periods presented.

Public Sector External Debt by Type of Creditor
At December 31

200t 200¢ 2007 200¢ 200¢
(in millions of US dollars)

Central Government andPublic Financial and Non-financial Entities .................... $ 5,999.0 $ 65562 $ 6,39.0 $ 65794 $ 7,788.4
[ L0111 U= - USSR . 2,437.8 2,448.6 2,443.4 2,592.8 3,056.9
Bilatera ...... . 672.7 668.9 680.1 729.1 682.8
Commercic.... 2,888.5 3,438.7 3,266.5 3,257.5 4,048.7

Central Bank... . 195.3 96.2 61.0 325.3 206.9
Multilateral..... . 172.1 71.2 61.0 235.3 141.9
Bilatera ...... . 1.5 0.0 0.0 0.0 0.0
(0700 0100 1=T o -SSR 21.7 25.0 0.0 90.0 65.0

TOtal PUDIIC SECION ... ..ottt s $ 61943 $ 6,6524 $ 64510 $ 6,904.7 $ 7,995.3

Source Ministerio de Hacienda.

The increases in multilateral debt of the centmlegnment and public financial and non-financiditexs from December 31,
2005 to December 31, 2009 were due mainly to thgaaghof the disbursement of loans for reconstractidher infrastructure and
policy based loans. The US$464.1 million increasenultilateral indebtedness of the government dedpublic financial and
non-financial entities in 2009 was mainly due tebdirsement of US$300.0 million from a US$500.0iomlllADB loan facility
and the disbursement of US$201.1 million from a &S%0 million IBRD loan facility. The purpose ofetfioan is to strengthen El
Salvador’s social safety net for the poor and fpsut the government’s social projects.

The increase in commercial indebtedness from Deeer@b, 2005 to December 31, 2009 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.

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

Interest on Public Sector External Debt

At December 31, 200 At December 31, 20C
Amount Percentaqt Amount Percentaqt
(in millions of US dollars (in millions of US dollars,

except percentage: except percentage:
Fixed Rate
$ 990.2 12.4% $ 953.1 13.8%
665.3 8.3 828.4 12.0
4,050.9 50.7 3,285.8 47.6
8.7 0.1 17.5 0.3
2,280.2 28.5 1,819.9 26.4
$ 7,995.3 100.0% $ 6,904.7 100.0%

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 tfeln the periods presented.

Public Sector External Debt Service Maturity 2009-218%

For the Year Ending December 31

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
(in millions of dollars)

Central GOVEIMMENL.........cciueiieiiieiisieseest e $655.0 $1,294.0 $570.0 $536.0 $534.0 $527.0 $514.0 $488.0 $473.0 $1,253.0
PrINCIPAL ..ottt 244.0 9180 231.0 205.0 210.0 210.0 203.0 184.0 174.0 0959.
Interest.......cccvvenene 411.0 403.0 339.0 331.0 324.0 317.0 311.0 304.0 299.0 294.0
Rest of Public Sector... 61.0 50.0 52.0 48.0 42.0 41.0 38.0 35.0 34.0 33.0
PrINCIPAL ...ttt 41.0 .32 35.0 34.0 29.0 29.0 28.0 25.0 25.0 25.0
Interest.......c.c..... 20.0 18.0 17.0 14.0 13.0 12.0 10.0 10.0 9.0 8.0

Total Debt Service... $7160 $13440 $6220 $5840 $5/60 $5680  $552.0 $523.0 $507.0 $1,286.0

(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 edunatextor.

Internal Debt

The public sector’s internal debt, excluding thenita Bank, was US$3,107.4 million at December 3109 compared to
US$2,764.9 million at December 31, 2008 and US$2A killion at December 31, 2007. As of 2001, assalt of the Monetary
Integration Act, all issuances and amortizationsxa$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&$709.8 million. No interest obligations werdstanding at such date.

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

At December 31

200¢ 200¢ 2007 200¢ 200¢
(in millions of US dollars, except percentagt
CeNtral QOVEIMIME ....uveeieiiiesee st e st et e st e e st s e se s e e se e e ntesaesaesiresensenns $ 951.7 $1,053.7 $1,151.9 $1,406.1 $1,588.0
Public nor-financial entitie .. 0.2 0.C 00 0.C 0.C
Public financial NttIE®..............cocirirricsee s 518.7 626.6 1,001.7 1,358.8 1,519.4
T A e $1,470.7 $ 1,680.3 $ 2,153.6 $2,764.9 $ 3,107.4
Internal public debt as a percentage of nominal @............ccc.coooevveerenisisiiennnns 8.5% 9.0% 10.6% 12.5% 14.7%

(1) Excludes Central Bank internal debt obligasiand the direct debt of Municipalities withoutvgmment 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 from353$%7 million at December 31, 2005 to US$1,588.lioni at December
31, 2009, due primarily to the issuances by theeguwent of LETES, issuances of internal bonds sotbe Salvadoran exchange
market in 2009 and bonds issued by the governmmmtdrious purposes, including the payment of campson for lands
expropriated prior to 1989 and loans from the Gdriank that were used to fund the fiscal deficibpto 1994. The increase
registered in the internal debt incurred by pubhancial entities, is represented mainly by defithe FOP trust fund, a financing
vehicles established in 2006 and 2007, orientefin@nce pension costs. As of December 31, 2009 (08811 million in
aggregate amount of FOP Pension Investment Cattficwere outstanding to cover pension payments fhe@ public pension
system.
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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 February
1, 2011 among the Republic, The Bank of New Ya#oM as Fiscal Agent, Principal Paying Agent, Regr and Transfer
Agent and the paying agents and the transfer agentsed therein.

1. General. (a) This Note is one of a duly authorized isstig.625% Notes due 2041 (the “Notes”) of the Rejm,limited
to the aggregate principal amount of US$653,500(@3@ept as otherwise provided below) issued puttsicaa Fiscal Agency
Agreement dated as of February 1, 2011 (the “Fidgaincy Agreement”), among the Republic, The BahKew York Mellon,
as fiscal agent (the “Fiscal Agent”), principal payagent (the “Principal Paying Agent”), registfdre “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 ag@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 iocadance with Condition 7 below, the entire primtipmount of the Notes
together with accrued interest thereon is payablEebruary 1, 2041.

(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. Copiéshe Fiscal Agency Agreement are on file and mayirspected at the
Specified Office of the Fiscal Agent and at the &fed Offices of the Paying Agents referred todier

(d) The issue of the Notes is authorized underdlative Decree No. 32 (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 denomora of US$150,000 and integral
multiples of US$1,000 in excess thereof. The Natesl, the transfer thereof, shall be registered@giged in Condition 9 below
and in the Fiscal Agency Agreement. In this Notéoteholder” and (in relation to a Note) “holder” amethe person in whose
name a Note is registered in the Register. A Ndtkdnanay (to the fullest extent permitted by lave) tbeated at all times, by all
persons and for all purposes, as the absolute oafnguch Note, regardless of any notice of owngxsthieft or loss or of any
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 Alttbw represented by one
or more Regulation S Global Notes and will be dépdswith a custodian for, and registered in themeaf 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 agdefide “Exchange Act”),
or is at any time no longer eligible to act as suaid the Republic is unable to locate a qualiiadcessor within 90 days of
receiving notice of such ineligibility on the past 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 thetResd 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 atffieen DTC or a successor
depositary or one of their respective nhominees 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 thguRation 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 ineligjty on the part of such
depositary or (ii) following a failure to pay pripal in respect of any Note at maturity or uponeeration of any Note, and the
Fiscal Agent has received a request from the mgidt holder of the Regulation S Global Notes retipugsexchange 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 Nmpsesented thereby for all purposes under thesNand 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 @stsrin 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 includisgpruary 1, 2011 to, but excluding, February 1128t the rate of 7.625%
per annum on the principal amount thereof payadhei-@nnually in arrears on February 1 and Augusttdach year commencing
on August 1, 2011. Each Note will cease to beagrést from and including the due date for redemptialess, upon due
presentation and surrender, payment of principah@operly withheld or refused. In such eventhials continue to bear interest
at such rate (both before and after judgment) timtilearlier of (i) the day on which all sums duegaspect of such Note up to that
day are received by or on behalf of the relevatddroand (ii) the day seven days after the Fisagmk or the Principal Paying
Agent has notified Noteholders of receipt of alinsudue in respect of all the Notes (except to #tere that there is failure in the
subsequent payment to the relevant holders).

4. Payment and Paying Agents.(a) Payment of principal of the Notes (togeth@&hwaccrued 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 arther 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 dramna 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 next iBass Day following such
day in the applicable jurisdiction, with the saroeck 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 banks @reign exchange markets are open, or not aatitbrto close, in
Luxembourg, New York City, San Salvador, or thg oit the Paying Agent to which the Note is surrgedefor 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 Luxembduegmsfer 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 witlribeal 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 Republicampelled by law to deduct or withhold such taxdgjes, 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 wettihto 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 theradgsef 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, theeigt of payments on the Note or the enforcemenigbts with respect to
the Note; or

(ii) to, or to a third party on behalf of, a holdeho is liable for such taxes, duties, fines, ptes| assessments or
governmental charges (or interest thereon) in @sgfeany Note by reason of such holder’s fail@eomply with any
reasonable certification, identification or otheporting requirement concerning the nationalitgjdence, identity or
connection with the Republic, or any political siviglon 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 prdae, 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, ges, assessments or
governmental charges (or interest thereon) in @sgfeany Note by reason of the failure of suchdieolto present such
holder’s Note for payment (where such presentmeergdquired) 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, except to the extent that the holder of Nate would have been entitled to such AdditionaloAmis on presenting such
Note for payment on the last day of such periothiofy (30) calendar days.

(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 mentioth@fpayment of Additional Amounts provided for hist Condition, to the
extent that, in such context, Additional Amounts,avere or would be payable in respect thereofyaunisto the provisions of this
Condition, and express mention of the payment oflif@hal Amounts (if applicable) in any provisiofereof shall not be
construed as excluding Additional Amounts in thpeavisions hereof where such express mention isnaate.

6. The Agents. (a) In acting under the Fiscal Agency Agreemerd B connection with the Notes, the Fiscal Agehg
Principal Paying Agent, the Paying Agents, the Biegr, 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 iseadhe Fiscal Agency Agreement, and the obligatiof the Fiscal Agent,
the Principal Paying Agent, the Paying Agents,Rliegistrar and the Transfer Agents to the owneltaters 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 Payhugnt for the payment of
the principal of or interest on any Note which ré@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 foayment. Upon such repayment, all liability of #encipal Paying Agent and
any other Paying Agent with respect thereto starg¢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 February 1, 2041. The Noiksot be redeemable prior to maturity at the optof the Republic or (except
on acceleration following an Event of Default) theteholders.

(b) The Republic may at any time, directly or irditly, 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 tetes and shall not be deemed to be outstandinguguoses of calculating
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quorums. All Notes so purchased may at the Repabditscretion be held, resold or surrendered to Fiszal Agent for
cancellation.

(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 accor@amdth 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)|aavgreater amount of original issue discount ti@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 (3f3ys thereatfter;

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

(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 defalill have been given to the Republic by the Fi&gant or any Noteholder;

(d) as a result of any default or event of defae#ulting from the failure to make any payment dghgpal or of interest
thereunder when due contained in any agreementstnruiment related to any External Indebtednessiééised herein) of the
Republic in excess of US$25,000,000, such Extdmi@btedness becomes due and payable prior tdetesl snaturity thereof or
if the Republic defaults in the payment or repaymainany of its External Indebtedness in exces&J86625,000,000 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 otHeak 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 dapawhent, 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 tdeclaration 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 Condition 12 below.

9. Replacement, Exchange and Transfer(a) If any Note shall become mutilated or defacete 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 substituidorthe 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 orthitfe applicant for a substitute
Note shall furnish to the Republic, the Fiscal Agand the Registrar such security and indemnityhasRepublic, the Fiscal
Agent or the Registrar, as the case may be, mayireegnd evidence to their satisfaction of the mesion, loss or theft of such
Note, and of the ownership thereof. In every cdsauwilation or defacement of a Note, the holdealsburrender to the Registrar
the Note so mutilated or defaced. In addition, pidothe issuance of any substitute Note, the Riéputay require the payment of
a sum sufficient to cover any tax or other govemtakcharge that may be imposed in relation theasit any other expenses
(including the fees and expenses of the Fiscal Agethe Registrar) connected therewith. If anyéNehich has matured or is
about to mature shall become mutilated or defacduecapparently destroyed, lost or stolen, the Bépuay pay or authorize
payment of the same without issuing a substituteeNo

(b) Upon the terms and subject to the conditiortsfah in the Fiscal Agency Agreement, and subjectCondition 9(e)
below, a Note or Notes may be exchanged for a Not&lotes of equal aggregate principal amount, busuch different
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authorized denominations as may be requested blydider, by surrender of such Note or Notes todtffiee of the Registrar, or
to the office of any Transfer Agent, together wvathvritten request for the exchange.

(c) Upon the terms and subject to the conditiomsosth in the Fiscal Agency Agreement, and subjed@ondition 9(e) below,
a Note may be transferred in whole or in partifim principal amount of US$150,000 and integral iplds of 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 accomphbiea written instrument of transfer in form stctory to the Republic and
the Registrar or any such Transfer Agent, as tee caay be, duly executed by, the holder or holtteseof or such holder’s or
holders’ attorney-in-fact or attorneys-in-fact dalythorized in writing.

(d) The costs and expenses of effecting any exehangegistration of transfer pursuant to the foreg provisions, except for
the expenses of delivery by other than regular iiadny) 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 Condition 9(a) above, the fees expknses of the Registrar or Fiscal Agent, wilbbeme by 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 Mote

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 Indi#iges (as defined herein) of
the Republic without at the same time or prior ¢hersecuring the Notes equally and ratably thelewitproviding such other
security for the Notes as shall be approved byhtiiders 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 Publicexal 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 datehsf Fiscal Agency Agreement or any renewal or exterthereof which
secures only the renewal or extension of the asigiecured 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 prbf 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 pahsqurce of repayment of such Public External theldness 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.

(iii) “Person” means any individual, company, caorg@n, firm, partnership, joint venture, assodatiorganization, state
or agency of a state or other entity, whether dtiawing a separate legal personality.

(iv) “Public External Indebtedness” means any Exaéindebtedness which is in the form of, or repnéed by, bonds,
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notes or other securities which are or are interiddxe or are securities which are commonly qudtstéd 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 eligifdr resale pursuant to Rule 144A under the Seesir\ct), and which has an
original maturity of more than one year or is condal with a commitment so that the original matuoityne year or less may
be extended at the option of the Republic to aopdr excess of one year.

(v) “Security” means any mortgage, pledge, liepdtihecation, 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 Repuiilic

(a) Ranking: ensure that its obligations underNbiges 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 Publiaadténdebtedness of the Republic; and

(b) Listing: use reasonable efforts to maintainltsting of the Notes on the Luxembourg Stock Exaiea

12. Modifications, Amendments and Waivers.(a) At any meeting of Noteholders duly called duedid 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 smegting, or with the written
consent of the holders of not less than 66 2/3%ggregate principal amount of the Notes then oudistg, the Republic and the
Fiscal Agent, upon agreement between themselvesmmodify, amend or supplement the terms of the Blotehe Fiscal Agency
Agreement, in any way, and the holders of Notes mayte, take or give any request, demand, authmgadirection, 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 Nttes outstanding, (i) change
the due date for the payment of the principal ofg@mium, if any) or any installment of interest any Note, (ii) reduce the
principal amount of any Notes, the portion of sygemcipal 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 thimgeluring 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 tiolders of which is necessary to modify, amendupplement the Fiscal
Agency Agreement or the Conditions of the Notesoomake, take or give any request, demand, auttasiz, 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 lasovisions of the Notes, (ix) change the Republegeement to submit to
arbitration in respect of disputes relating to asiag under the Fiscal Agency Agreement or theedpeach as set forth in
Sections 17 and 18 of the Fiscal Agency Agreemedtia the Notes, (x) change the ranking of the Bl@i® set forth in Condition
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 Repuldieny combination of the foregoing, amend any EwdrDefault. Any such
modification, amendment or supplement shall beibimdn 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 ity 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@g@png as the Notes are listed on the Luxemb@&togk Exchange and the
rules of such Exchange so require) published gadihg 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 Luxemb&tock Exchange dtttp://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 @ditsuch publication or, if
published more than once, on the first date on lvpidlication is made, in the case of publishedceot
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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 tate @n which such payment first became due.

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 erecution by the Republic, as well as the briggif 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 outofrelating 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 (edoig Article 26 thereof) as in effect on the dafethe Fiscal Agency
Agreement (the “UNCITRAL Arbitration Rules”). Theumber of arbitrators shall be three, to be appdifeaccordance with
Section |l of the UNCITRAL Arbitration Rules. Theppointing 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 languéagebe 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 conoackith 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 intereSany 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 fmgight 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, ferlithitation on alienation of public property) iespect 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 awards dus contravene Salvadoran national sovereigrtgstitutional rights or
public policy and compliance with the obligatioriated in the award is lawful in El Salvador. Theblpziproperty bienes de uso
publico) of the Republic located in El Salvador is not jeabto execution or attachment, either prior demafudgment. The
execution of a judgment against El Salvador in &/&dor is only available in accordance with thecedures set forth in Articles
556 to 558 and 590 et seq. of the Salvadoran @ndl Business Procedure Code that entered into forciuly 1, 2010, which
require registration of the judgment for inclusiarthe budget for payment in a subsequent fiscat gpéthe 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, @cason or completion of any
action or proceedings (including appeals) in Eiv&dbr 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 byRégublic shall be in U.S. dollars, regardless of
any law, rule, regulation or statute, whether novhereafter 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 hereustul, notwithstanding any
payment in any other currency (whether pursuart jlwdgment or otherwise), be discharged only toetktent of the amount of
US dollars that any of the Agents may, in accordamith normal banking procedures, purchase withstira 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 in doBars that may be so purchased for any reaalts $hort of the amount
originally due, the Republic shall pay such addiibamounts, in U.S. dollars, as may be necessacpmpensate for such a
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shortfall. Any obligation of the Republic not disched by such payment shall be due as a separdtidependent obligation
and, until discharged as provided herein, shaltinaa in full force and effect.
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SUBSCRIPTION AND SALE

Deutsche Bank Securities Inc. is acting as SolallManager of the offering. Subject to the terms aadditions in the
subscription agreement dated the date of this @ffeCircular (the “Subscription Agreement”), thel&bead Manager will agree
to purchase, and the Republic will agree to sethéoSole Lead Manager, the principal amount oiNbtes.

The Subscription Agreement provides that the okibga of the Sole Lead Manager to purchase the dNate subject to
approval of legal matters by counsel and to otleditions. The Sole Lead Manager must purchastm@lNotes if it purchases
any of the Notes.

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

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

Accordingly, the Sole Lead Manager has agreed thatept as permitted by the Subscription Agreenagit set forth in
“Transfer Restrictions”, they will not offer or $¢he Notes within the United States or to, or tlee 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 offeringyrviolate 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 European@&mwic Area which has implemented the Prospectuscive (each, a
“Relevant Member State”), including each Relevargmiber State that has implemented amendments toléd@{(2) of the
Prospectus Directive with regard to persons to whaonoffer of securities is addressed and the demation per unit of the offer
of securities (each, an “Early Implementing MemBgate”), with effect from and including the date which the Prospectus
Directive is implemented in that Relevant Membeat&{the “Relevant Implementation Date”), no offiéNotes will be made to
the public in that Relevant Member State (othentbifers (the “Permitted Public Offers”) where agpectus will be published in
relation to the Notes that has been approved byctmpetent authority in a Relevant Member Statewdrere appropriate,
approved in another Relevant Member State andiedtifo the competent authority in that Relevant MemsState, all in
accordance with the Prospectus Directive), exdegdtwith effect from and including that Relevantolementation Date, offers of
Notes may be made to the public in that Relevannbtr State at any time:

(a) to “qualified investors” as defined in the §ppectus Directive, including:

(A) (in the case of Relevant Member States othan tBarly Implementing Member States), legal erstitidich are
authorized or regulated to operate in the finangiatkets or, if not so authorized or regulated, sehoorporate
purpose is solely to invest in securities, or agal entity which has two or more of (i) an averafat least 250
employees during the last financial year; (ii) tatdalance sheet of more than €43.0 million aiijl ¢h annual
turnover of more than €50.0 million as shown iflédist annual or consolidated accounts; or

(B) (in the case of Early Implementing Member Stateersons or entities that are described in pdititto (4) of
Section | of Annex Il to Directive 2004/39/EC, atfibse who are treated on request as professioaitslin
accordance with Annex Il to Directive 2004/39/EC,recognized as eligible counterparties in accardawith
Article 24 of Directive 2004/39/EC unless they hagguested that they be treated as non-professitiaats; or

(b) to fewer than 100 (or, in the case of Early lenpenting Member States, 150) natural or legal greyg(other than
“qualified investors” as defined in the ProspecRisective) subject to obtaining the prior consefttloe Sole Lead
Manager; or

(c) in any other circumstances falling within ARG (2) of the Prospectus Directive,

provided that no such offer of Notes shall resulairequirement for the publication of a prospeguissuant to Article 3 of the
Prospectus Directive or of a supplement to a prdsigepursuant to Article 16 of the Prospectus Divec
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Each person in a Relevant Member State (otherd@haalevant Member State where there is a Pernfitddic Offer) who
initially acquires any Notes or to whom any offermade will be deemed to have represented, ackdgedeand agreed to and
with the Sole Lead Manager that (A) it is a “quelif investor”, and (B) in the case of any Notesuaregl by it as a financial
intermediary, as that term is used in Article 3§2}he Prospectus Directive, (x) the Notes acquirgdt have not been acquired
on behalf of, nor have they been acquired witheawtio their offer or resale to, persons in any Rai¢ Member State other than
“qualified investors” as defined in the ProspecRisective, or in circumstances in which the priamsent of the Sole Lead
Manager has been given to the offer or resaley)owliere Notes have been acquired by it on belighecsons in any Relevant
Member State other than “qualified investors” aBiral in the Prospectus Directive, the offer ofghd\otes to it is not treated
under the Prospectus Directive as having been toesiech persons.

For the purpose of the above provisions, the esgiva “an offer to the public” in relation to anyftés in any Relevant
Member State means the communication in any forchtgnany means of sufficient information on therterof the offer of any
Notes to be offered so as to enable an investdetale to purchase any Notes, as the same mayriled trathe Relevant Member
State by any measure implementing the Prospectrectidie in the Relevant Member State and the egfes‘Prospectus
Directive” means Directive 2003/71 EC (includingtiDirective as amended, in the case of Early Impleting Member States)
and includes any relevant implementing measuradh &elevant Member State.

The Sole Lead Manager will represent and agrelearSubscription 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) efE$MA does not apply to the Republic; and

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

The Sole Lead Manager will represent and agrebarSubscription Agreement that the offer in Thehiddands of the Notes
included in this offering is exclusively limited foersons who trade or invest in securities in tbedact of a profession or
business (which include banks, stockbrokers, immgacompanies, pension funds, other institutionaestors 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 thaaiding market for the Notes will develop. Theesbhead Manager intends to
make a secondary market for the Notes. Howevés,ribt obligated to do so and may discontinue nakisecondary market for
the Notes at any time without notice. No assurataebe given as to how liquid the trading markettfie Notes will be. The
Republic cannot assure you that the prices at wifielNotes 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 aftés offering.

No action has been or will be taken by the Repulnlithe Sole Lead Manager that would or is intentegermit an offering
of the Notes or the possession, circulation orrithistion of this Offering Circular in preliminaryrdinal form, or any other
offering material relating to the Republic or thetds, in any country or jurisdiction where actiam that purpose 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, othefedhg 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 Sole Lead Mg@amay purchase and sell Notes in the open markeise transactions
may include over-allotment, covering transactiond stabilizing transactions. Over-allotment invalwsales of Notes in excess of
the principal amount of Notes to be purchased leyShle Lead Manager in this offering, which createshort position for the
Sole Lead Manager. Covering transactions involuecimases of the Notes in the open market aftedisigibution has been
completed in order to cover short positions. 3itdbg transactions consist of certain bids or pases of Notes made for the
purpose of preventing or retarding a decline in rerket price of the Notes while the offering isprogress. Any of these
activities may have the effect of preventing oarding a decline in the market price of the Not€hey 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
Sole Lead Manager may conduct these transactiortkeirover-the-counter market or otherwise. If 8Bae Lead Manager
commences any of these transactions, it may diszanthem at any time.
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The Sole Lead Manager and its affiliates have plediinvestment banking, commercial banking andnfirel advisory
services for the Republic from time to time for eihithey have received customary fees and reimbensesnof expenses and may
in the future provide additional services for whtbley will receive customary fees and reimbursesiehexpenses.

The Republic has agreed to indemnify the Sole Lkkthager against certain liabilities, including lidkes under the
Securities Act, or to contribute to payments tha Sole Lead Manager may be required to make becafuany of those
liabilities.

It is expected that delivery of the Notes will bade against payment therefor on or about the geteified on the cover page
of this Offering Circular, which will be the fifthusiness day following the date of pricing of thet®é (this settlement cycle being
referred to as “T+5”). Under Rule 15c¢6-1 under Bxehange Act, trades in the secondary market gbyara required to settle
in three business days, unless the parties to ety sade expressly agree otherwise. Accordinglfs. urchasers who wish to
trade Notes on the date of pricing or the next seding business day will be required, by virtu¢hef fact that the Notes initially
will settle in T+5, to specify an alternate sett@rcycle at the time of any such trade to preeefailed settlement. Purchasers of
Notes in other countries who wish to trade the Blaia the date of pricing or the next two succeedinginess 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$vidirC (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 destigph by the Sole Lead Manager; 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 eabtb&@ Note will be subject to restrictions on triarsas 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 throughteraoBlobal 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 RepublichreoSole Lead Manager is responsible for thoseatipns or 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 settlemksécurities transactions
between its participants through electronic bookyershanges to the accounts of its participantsCBTparticipants include
securities brokers and dealers, including the &elad Manager; banks and trust companies; cleammgocations; and other
organizations. Indirect access to DTC'’s systemlds available to others such as banks, brokerdeideand 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 owner Gfobal Note, that nominee will be consideredstbie owner or holder
of the Notes represented by that Global Note fbpafposes under the Fiscal Agency Agreement. Bxaspprovided below,
owners of beneficial interests in a Global Note:

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

« will not be considered the owners or holders of Mtwées under the Fiscal Agency Agreement for amp@se, including
with respect to the giving of any direction, ingtiion 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 Npte

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 customarystrgl 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 dise 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 thesedguoes 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®gigong their operations.

Certificated Notes

Notes in physical, certificated form will be issuaud delivered to each person that DTC identifea 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

e 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 reggstdolder 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 prospeatiwestor will be deemed
to have made the following acknowledgments, repitegiens to and agreements with the Republic aadtile Lead Manager:

(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 arilieo
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 theuiéies 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 biyyend it is aware that the Sole Lead Manager li;ngehe
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 neitherRepublic nor the Sole Lead Manager nor angquer
representing the Republic or the Sole Lead Manhgsrmade any representation to such prospectiestowwith 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@grcular 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 oremovestor
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 thea 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 W#jgc and the fiscal
agent;

* Notes (other than those issued outside the Unitate$Spursuant to Regulation S) will, until the iexiion 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 REGISTARION UNDER THE SECURITIES ACT OR
PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNER THE SECURITIES ACT.

Each prospective investor acknowledges that theuBlap the Sole Lead Manager and others will regbpm 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 Repigblind the Sole Lead Manager. If any prospectiwestor 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 Salvadotax 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 doedisiss 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. 32 (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 théeNare not subject to income or withholding taxEInSalvador provided the
transaction takes place outside El Salvador. Cagdiia obtained for the purchase and sale of thee&Nwithin EI Salvador will be
subject to the treatment set up in the tax ledistatThere are no Salvadoran transfer, inheritagdfé,or succession taxes
applicable to the Notes.

United States Taxation
UNITED STATES TREASURY CIRCULAR 230 NOTICE

ANY U.S. FEDERAL TAXATION DISCUSSION IN THIS OFFERI NG CIRCULAR WAS NOT INTENDED OR
WRITTEN TO BE USED, AND CANNOT BE USED, BY ANY TAXP AYER FOR PURPOSES OF AVOIDING U.S.
FEDERAL TAX PENALTIES THAT MAY BE IMPOSED ON THE TA XPAYER. ANY SUCH TAX DISCUSSION WAS
WRITTEN TO SUPPORT THE PROMOTION OR MARKETING OF TH E NOTES TO BE ISSUED OR SOLD
PURSUANT TO THIS OFFERING CIRCULAR. EACH TAXPAYER S HOULD SEEK ADVICE BASED ON THE
TAXPAYER'’S PARTICULAR CIRCUMSTANCES FROM AN INDEPEN DENT TAX ADVISER.

Generally

The following summary of certain U.S. federal in@itax consequences to original purchasers of thesNaf the purchase,
ownership and disposition of the Notes is basechugasting U.S. federal income tax law, which ibjsgt to change, possibly
with retroactive effect. This summary does not purpgo discuss all aspects of U.S. federal incometion which may be
relevant to a particular investor in light of thavestor’s individual investment circumstances,bsas investors whose functional
currency is not the U.S. dollar or certain typesirofestors subject to special tax rulesg( financial institutions, insurance
companies, dealers in securities or currenciestaioesecurities traders, regulated investment comega and tax-exempt
organizations and investors holding Notes as atipasin a “straddle”, “conversion transaction”, 6constructive sale”
transaction). In addition, this summary does nstuas 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”) pBatise investors should consult their own tax sdss 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, the term “U.S. Hdldezans a beneficial owner of a Note who is anviatdial who is a citizen
or resident of the United States, a corporationl(iding an entity treated as a corporation for UeBeral income tax purposes)
created or organized in or under the laws of thi#ddrStates, any state of the United States obibktict of Columbia, an estate
whose income is subject to U.S. federal incomer¢gardless of its source or a trust if a court withe United States is able to
exercise primary supervision over the administratdd the trust and one or more United States pseré@mve the authority to
control all substantial decisions of the trust. Wttstanding the preceding sentence, to the expeavided in Treasury
regulations, certain trusts in existence on Audi®st1996, and treated as United States persong timel€Code and applicable
Treasury regulations prior to that date, that eleatontinue to be treated as United States pergodsr the Code or applicable
Treasury regulations also will be U.S. Holdersa [partnership (or other entity treated as a pastgifor U.S. federal income tax
purposes) holds the Notes, the tax treatment afringr in such partnership will generally dependruthe status of the partner
and the activities of the partnership. As usectinethe term “non-U.S. Holder” means a holder date that is neither a U.S.
Holder nor a partnership for U.S. federal incomegarposes.
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U.S. Holders
Payments of Interest and Additional Amounts

Payments of interest on a Note (including Additiodmounts, if any) generally will be taxable to a3J Holder as ordinary
interest income at the time it is received or aedridepending on the U.S. Holder’s regular metHdd>oaccounting.

Interest on the Notes will constitute income froourses outside the United States. Under the fortgncredit rules, that
interest generally will be classified as “passiategory income” (or, in certain cases, as “genesidgory income”), which may
be relevant in computing the foreign tax credibathble to a U.S. Holder under the U.S. federalimedax laws.

Original Issue Discount

For U.S. federal income tax purposes, a Note wltreated as issued with original issue discoudtd”) if the excess of the
“stated redemption price at maturity” of the Notepits “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 utide 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, ortthdl be constructively received, at least annyalring the entire term of the
Note. The issue price will generally equal theiahipublic offering price at which a substantialnmber of Notes is issued in a
given offering.

A U.S. Holder must include in its gross income antewf non-de minimis OID as ordinary interest imgon an accrual
basis generally under a “constant yield to matunitethod described below (whether a U.S. Holdes 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 anrtelqgoeriod” (generally the
period between compounding dates) a pro rata powiothe OID attributable to that accrual periocheTamount of OID
attributable to an accrual period is the produdhef“adjusted issue price” of the Note at the beigig of the accrual period and
its yield to maturity reduced by the sum of therpants of qualified stated interest on the Notecalbde 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 koeaded first to any stated interest then duen ttoepreviously accrued OID
(in the order of accrual) to which cash paymentseheot yet been allocated, and then to principal.

A U.S. Holder generally may make an irrevocablet@e 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 incgme”

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. Holdeemgdly may elect to amortize this premium over tigven 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 @éuced by the amount of premium allocated to théogdrom the previous
interest payment date to that interest payment d&e amount of premium allocated to any such pesaalculated by taking the
difference between (i) the stated interest payahléhe interest payment date on which that perfmtsand (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 téxakear in which the U.S.
Holder makes the election and to all debt instrusiesnbsequently purchased at a premium, unless .®eHolder obtains the
U.S. Internal Revenue Service’s consent to revbkeetection. If the U.S. Holder does not make tbetmn to amortize premium
on a Note and holds the Note to maturity, the Bi&@der will have a capital loss for U.S. federatame tax purposes, equal to
the amount of the premium, when the Note matufael U.S. Holder does not make the election torimepremium and sells
or otherwise disposes of the Note before matuttity,premium will be included in the U.S. HoldertaX basis” in the Note, and
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therefore will decrease the gain, or increase dls, Ithat the U.S. Holder would otherwise realizeéle sale or other disposition
of the Note.

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 excldtdepre-issuance accrued interest. In that evepgréion 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. Holuwteotherwise treated as an amount payable oNdte.

Sale, Exchange, Retirement or Other Taxable Disp@si of a Note

A U.S. Holder will generally recognize taxable dapigain or loss upon the sale, exchange, retiréroerother taxable
disposition of a Note (including payments as a ltesfuan acceleration) in an amount equal to tlitedince between the amount
realized upon that sale, exchange, retirement leeraaxable disposition (other than amounts reptese accrued and unpaid
interest, which will be taxed as such) and that. Bi@der’s adjusted tax basis in the Note. A U.8lddr's adjusted tax basis in a
Note generally will equal that U.S. Holder’s initiavestment in the Note, increased by the amod@ir®I® (if any) that a U.S.
Holder has included in income, and decreased (bubelow zero) by any amortized premium (as desdridbove). That gain or
loss will generally be long-term capital gain osddf the Note is held for more than one year, gaerally will be U.S. source
income or loss for U.S. foreign tax credit limitatipurposes. Under current law, net capital gafrindividuals may be taxed at
lower rates than items of ordinary income. Theighilf a U.S. Holder to offset capital losses agawrdinary income is limited.

Medicare Tax

For taxable years beginning after December 31, 2812 S. Holder that is an individual or estateadrust that does not fall
into a special class of trusts that is exempt fewoh tax, will be subject to a 3.8% tax on thedess (i) the U.S. Holder’s “net
investment income” for the relevant taxable yeat éi) the excess of the U.S. Holder's modifiedwsdgd gross income for the
taxable year over a certain threshold (which indhse of individuals will be between US$125,000 @%$250,000, depending on
the individual's circumstances). A U.S. Holder's mvestment income generally will include its irgst income and its net gains
from the disposition of a Note, unless such inteirgesome or net gains are derived in the ordinanyrse of the conduct of a trade
or business (other than a trade or business tinatste of certain passive or trading activities).

Information with Respect to Foreign Financial Asset

Under recently enacted legislation, individuals vawven “specified foreign financial assets” with eaggeegate value in excess
of US$50,000 in taxable years beginning after Mdr@h2010 generally will be required to file infoation reports with respect to
such assets with their U.S. federal income taxrmetu“Specified foreign financial assets” includeyafinancial accounts
maintained by foreign financial institutions, aslivees any of the following, but only if they aretrieeld in accounts maintained by
certain financial institutions: (i) stocks and sefies issued by non-U.S. persons, (ii) financr@tiuments and contracts held for
investment that have non-U.S. issuers or counteegaand (iii) interests in non-U.S. entities.

Non-U.S. Holders

Subject to the discussion below of special rules thay apply to certain non-U.S. Holders and trecudision below of
“backup” withholding, payments of interest and akxgditional Amounts on the Notes are currently nabjsct to U.S. federal
income tax, including withholding tax, if paid td'mon-U.S. Holder”, as defined above, unless therest is effectively connected
with such non-U.S. Holder's conduct of a trade osibess within the United States (and, if an incdeetreaty applies, the
interest is attributable to a permanent establistiroe fixed place of business maintained by such-dd. Holder within the
United States). In that case, the non-U.S. Hodgererally will be subject to U.S. federal income itarespect of such interest in
the same manner as a U.S. Holder, as describe@ahamon-U.S. Holder that is a corporation maycéntain circumstances, also
be subject to an additional “branch profits taxré@spect of any such effectively connected interestme at a 30% rate (or, if
attributable to a permanent establishment maingalme such non-U.S. Holder within the United Statedower rate under an
applicable tax treaty).

In addition, (i) subject to the discussion belowspgcial rules that may apply to certain non-U.8lders and the discussion
below regarding backup withholding, a non-U.S. Holdill not be subject to U.S. federal income othhiblding tax on any gain
realized on the sale or exchange of a Note, ahth@i Notes will be deemed to be situated outdidelinited States for purposes
of the U.S. federal estate tax and will not beuddble in the gross estate for purposes of thatrtake case of a non-U.S. Holder
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who was not a citizen of the United States at itine f death if income on the Notes would not hbgen effectively connected
with a U.S. trade or business at the time of tHdéits death.

Special rules may apply in the case of non-U.Sdkid 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 charitabtgamizations, each within the meaning of the Canle(jii) non-resident alien
individuals who are present in the United State<l88 days or more during a taxable year.

Backup Withholding and Information Reporting

In general, information reporting requirements \apiply 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 idatiion number or, in the case of interest paymemd the accrual of interest,
fails to certify that it is not subject to backujithtrolding or is notified by the U.S. Internal Reue Service that it has failed to
report all interest and dividends required to bawshon its U.S. federal income tax returns. Paysefiprincipal and interest to
beneficial owners who are non-U.S. Holders genesalll 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 WRSBE

Pursuant to recently enacted legislation, certagiments in respect of the Notes made to corporag Holders after
December 31, 2011 may be subject to informatiopntépy and backup withholding.

The payment of proceeds of a sale or redemptidwotés 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 WC8ntrolled Person, unless the
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 partnerhatdhe partners are required to provide any requiertifications.

As used herein, the term “U.S. Controlled Persorans:
e a“United States person” (as defined for U.S. fellexx purposes);
e acontrolled foreign corporation for U.S. federsddme tax purposes;

e anon-U.S. person 50% or more of whose gross indsrderived for tax purposes from the conduct &f.8. trade or
business for a specified three-year period; or

e anon-U.S. partnership in which United States peydwld more than 50% of the income or capitalr@gts or which is
engaged in the conduct of 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. fedaerabime tax liability as long as
the holder provides the required information toths. Internal Revenue Service in a timely manner.

EU Savings Directive

Under EC Council Directive 2003/48/EC on the taatdf savings income (the “Savings Directive”), Mmn States are
required to provide to the tax authorities of aeothMember State details of payments of interestimilar 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 transifiggexiod, Luxembourg and Austria are instead regfliifunless during that
period they elect otherwise) to operate a withhmjdsystem in relation to such payments (the endfnguch transitional period
being dependent upon the conclusion of certainraeeements relating to information exchange wétain other countries). A

number of non-EU countries and territories inclgd8witzerland have adopted similar measures (ehaitling system in the case
of Switzerland).

79



On September 15, 2008 the European Commissiondssueport to the Council of the European Unionttenoperation of the
Savings Directive, which included the Commissioatvice on the need for changes to the Savings dieecOn November 13,
2008 the European Commission published a moreléétproposal for amendments to the Savings Directivhich 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 t8akiemgs Directive, they may amend or broaden tbhpeof the requirements
described above. Noteholders are advised to cotiwiltindependent 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 Generalthe “Attorney General”) of the Republic and by Gortium Centro América Abogados, Salvadoran couastte
Republic, and by Arnold & Porter LLP, U.S. countethe Republic. The validity of the Notes will passed upon on behalf of
the Sole Lead Manager by Guandique Segovia Quil#afialvadoran counsel to the Sole Lead Managet,kyy Shearman &
Sterling LLP, U.S. counsel to the Sole Lead Managerto all matters of Salvadoran law, Arnold & ®orLLP will rely on the
opinions of the Attorney General and Consortium t@eAmérica Abogados, and Shearman & Sterling LLlP rely upon the
opinion of Guandique Segovia Quintanilla.
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GENERAL INFORMATION

1. The Regulation S Global Note have been accdptedearance through Euroclear and Clearstreameinibourg 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 AR7 and 283875,A6spectively. The common codes for the Regulafidlobal Note and
the Restricted Global Note are 058774081 and 058Ydrespectively, and the International Securittestification Numbers
for the Regulation S Global Note and the RestriGémbal Note are USP01012AR71 and US283875AQ53¢ectw/ely.

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. 32 (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, amel. EAs of December 31, 2010, the arbitration waspleted and is
pending the arbitral ruling, which is expected ® iBsued shortly. The second arbitration proceediag filed by PacRim
Cayman, a company based in the state of Nevada, éadquarters in Canada, pursuant to Chaptef CABTA-DR, claiming
US$77.0 million for an indemnification claim invahg the concession for the exploitation of a golthenin San Isidro,
Department of Cabafias. The third arbitration pedogg was filed by Commerce Group, an American camgp pursuant to
Chapter 10 of CAFTA-DR, claiming US$100.0 millioorfan indemnification claim involving the openinfy @ mine in San
Sebastian, Department of La Unién.

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

4. On November 15, 2009, Moody's Investors Serdoengraded the Republic’s long-term governmentdotings from
“Baa3” to “Bal”, one level below investment gradéth a “negative outlook”. On January 14, 2011 ,n8@rd & Poor’s Ratings
Services lowered its foreign currency issuer credting from “BB” to “BB-", with a stable outlook.Currently, the Republic’s
long-term issuer default rating by Fitch RatingsB88”.

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 arpeddent upon economic
conditions and other factors affecting credit tisit 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 evalu@&tddpendently 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 Nmtestted 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 ancchdiidays 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 tirenfs 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

(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 condlitibthe Republic which is
material in the context of the issue of the NotasesDecember 31, 2009.
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