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The Republic of Panama

Benefit of the World”

Fast Facts:

Location: Southernmost Country in Central America
Capital City: Panama City
Climate: Tropical with two main seasons:
Summer: Dec — Apr (Dry Season)
Winter: May — Nov (Wet Season or ‘Green’ Season)
Average Temperature: 80°F (27°C). Humid.
Total Land Area: 29,762 sq miles (77,381km?)
Official Language: Spanish, although English is widely spoken
Total Population: 3.2 million (est. UN, 2005)
Population Density: 111 per sq mile (43/km?)

Major Religion: Christianity (80% Catholics)

Currency: Balboa, fixed at parity (1:1) with the US Dollar

Motto: “Pro Mundi Beneficio”

- “For the



GDP: US$ 23.5 billion

GNI per capita: US$ 4,630 (World Bank, 2006)

Inflation: 1.4%

Annual Growth: 1.3%

Main Exports: Bananas, fish, shrimp, petroleum products, coffee
Main Sources of Income: Panama Canal, tourism, export products
Unemployment: 14.5%

Population Below Poverty Line:  37%

Literacy: 92.6%

Life Expectancy: 72 years (men), 77 years (women)

Time Zone: GMT —5hrs

29% of the country has been set aside for conservat  ion
Internet Domain: .pa

International Dialling Code:  +507

Geography

Carlbbean Panama is Central America’s southernmost country,

= Sea lying on the isthmus connecting Central and South
America. It is bordered by Costa Rica to the West and

Panama City Colgmbia to the East. The Qaribbean Sga (_Atlantic) Iies

o on its northern shores, whilst the Pacific lies along its

PANAMA, South coast. It is the only country in the world where

the sun rises over the Pacific Ocean!

Pacific The gorgeous Pearl Islands, which also form part of
Ocean  COLOMBIA Panama, lie in the Pacific to the South of Panama City.

Economy

The citizens of Panama are envied by their neighbours as they enjoy the highest per
capita income in Central America.

The Panama Canal, which connects the Atlantic to the Pacific, continues to play the most
significant role in the country’s economy. Revenue is generated through tolls paid by
vessels of all sizes wishing to pass through the canal, as well as through the jobs it



provides. Some of the larger vessels will pay in excess of US$250,000 to pass through
this 80km stretch of water.

Panama hosts the second largest Free Trade Zone in the world after Hong Kong. It was
established 54 years ago, and it continues to expand with an annual turnover in excess of
US$11 billion.

Panama also boasts the second largest banking community in the world after Switzerland.
It hosts branches of approximately 100 international banks, providing in excess of 11,000
jobs.

The Panamanian local currency, the Balboa, has been fixed at parity (ie: 1:1) with the US
Dollar. It is therefore not subject to the wild fluctuations and devaluations that have
brought financial instability to other Latin American countries in the past. This creates
economic stability which is a positive factor when considering an investment.

Panama’s largest export crop is bananas. They also export sugar, coffee, tobacco, fish,
shrimp and petroleum products.

Politics

Panama is a multi-party democratic republic. It has a written constitution which
guarantees its citizens freedom of speech and religion. The government consists of a
President who is both Head of State and Head of Government, and two Vice-Presidents.
Elections are held every 5 years. Presently, the President is Martin Torrijos of the
Democratic Revolutionary Party who was elected in May 2004.

Why Invest in Panama?

Variety - ‘Variety is the spice of life’, so some say, and Panama provides plenty of
it Panama provides a unique diversity exhibiting both 1% and 3 World
characteristics. From a Miami-style capital city, with all the modern facilities at your
disposal, to easily accessible tropical rainforests, beautiful Caribbean-style
beaches, breathtaking islands, stunning mountain refuges and seven intact
indigenous Indian cultures, Panama has something for everyone. If it's diving,



hiking, game fishing, rafting, wildlife viewing or exploring historical sites you're
after, Panama fits the bill. And let's not forget that 8" Wonder of the World, the
Panama Canal.

First World Infrastructure -  In Panama you will be able to take advantage of 1°
World telecommunications including high-speed internet. There are first rate
hotels, restaurants, bars and shopping malls which rival those in the United
States. The highway infrastructure is constantly improving to accommodate the
increase in traffic on Panama’s roads.

Personal Safety - Panama has been awarded the highest rating for tourist safety
by the prestigious Pinkerton Intelligence Agency.

Tourist Friendly - Even though Spanish is the official language, English is widely
spoken as a second language, especially in the cities and in the business
community. Panamanians are very accepting of other cultures and religions and
are amongst the friendliest people in the world.

Quality of Life — Panama recently ranked 5" out of 178 entrants in the “Happy
Planet Index™ This is a report published by Friends of the Earth and the New
Economics Foundation. It takes a look at the relative wealth and poverty of a
country to determine its relative success or failure at supporting a good life for its
citizens whilst living within their environmental means.

Currency - The Panamanian Balboa has been fixed at 1:1 with the US Dollar.
This means that their currency is not subject to currency devaluations as may be
the case in neighbouring economies. In addition, inflation currently runs at
approximately 1.4%.This provides a stable platform for investment, including

property.

Banking - Panama is home to the second largest banking sector in the world after
Switzerland, with over 100 banks.

Free Trade - The Colon Free Trade Zone is the second largest in the world after
Hong Kong.



Location - Apart from its enviable year-round warm, humid climate, Panama is
the only country in Central America which is hurricane-free. It lies beneath the
hurricane-belt and is therefore spared from the devastating storms which wreak
havoc its northern neighbours. Panama also has no history of the destructive
earthquakes which plague its Central American counterparts. Your property
investment will therefore always be safe.

Tax Exemptions - There is currently a 20-year tax exemption in place on all
pre-construction (off-plan) properties.

Healthcare - Medical and dental care in Panama is excellent — certainly on a par
with that offered in the United States. The local health facilities are linked with top
US hospitals such as John Hopkins and The Cleveland Clinic, and services are
provided at a fraction of the cost of the 1* World. In fact, Panama is fast becoming
a Mecca for ‘health tourism’. In addition, due to the lifestyle here, the incidence of
many 1% World diseases is noticeably lower.

Cost of Living - The cost of living in Panama is currently approximately one third
of that in the United Kingdom.

Retirement - The ‘baby boomers’ are starting to think about retiring. Of great
importance to this group of investors is the Pensionado (Retiree) Program. The
Pensionado Visa grants permanent residence in Panama and offers the holder a
multitude of perks, including 50% discount on accommodation Mon-Thurs and
30% discount Fri-Sun; 25% discount in restaurants; 20% discount on doctors
appointments; 15% off dental and eye examinations; 25% discount on air travel,
and many more.

Investment Stability - Foreign investors are given a 10 year Stability Guarantee
that all legal, tax, customs, municipal and labour rules will remain identical to
those in force at the time of the investment registration through the Foreign
Investor Protection Law (Law #54)

Canal Expansion — Earlier in the year, Panama’s National Assembly approved
the call for a referendum to be held on 22" Oct 2006 to give the green light to
undergo an unprecedented expansion of the Panama Canal. On the day, the
Panamanian people voted overwhelmingly in favour (78.66%) of the expansion.
This will allow a greater volume of traffic to pass through the canal, as well as to
accommodate some of the larger vessels carrying freight from China and India
to the United States. The proposed $5billion expansion will create an
abundance of new jobs throughout all sectors in Panama, thus creating an
increased demand for housing. The effects on the Panamanian economy as a
whole are expected to be profoundly beneficial.




Demand - There is a high demand for lettings in both the Peak and Off-Peak
seasons.

Variety of Properties — There are a variety of investment opportunities
available in the property sector, such as:

a) City Apartments

b) Beach Front Homes and Condominiums
c) Golfing Resorts

d) Mountain Homes

e) lIsland Properties

f) Investments in Re-Forestation Programs

A Brief Guide to Purchasing Property in Panama

There are 3 types of property in Panama: Titled Property, Possession Rights Property
and Concession Property.

The majority of investors will be involved in purchasing Titled Property. The process is
relatively simple and normally requires the following procedures:

1. Promise to Purchase Contract - Generally a small down payment is made at
the signing of the promise to purchase contract, and its purpose is to secure the
property and provide enough time for the title search, as well as to coordinate
payment arrangements for the closing and the setup of a corporate property
holding structure (if applicable). This contract must be registered at the Public
Registry to guarantee that the property cannot be sold to any third parties in the
interim prior to the final closing.

2. Title Search - You should hire a competent lawyer to do a title investigation
consisting of; a) verification at the public registry that the title is in fact in the
name of the seller, and it is free and clear of encumbrances, liens, or other
issues that could affect the free disposition or transfer of the title; b) the
cadastral survey map should be reviewed, and in some cases it is
recommended to have a professional surveyor physically verify the maps points



on the property, to avoid future boundary conflicts; c) verification of utility debts
(water and sewage, power, telephone, etc.).

3. Buy-Sell Contract - This contract is registered at the Public Registry and the
final balance is paid to the seller, or in some cases, if an escrow agent is used,
payment is made once the title is transferred to the buyers' name.

4. Title Transfer - The property ownership is officially transferred to the buyer
once the property title is transferred to buyer’'s name, which is done immediately
after the buy-sell contract is signed by each party and registered at the Public
Registry. In some cases, if the title is in a corporation’s name, and the seller
agrees to sell the corporation’s shares, then there is no transfer of title, only a
transfer of shares of the corporation.

Mortgages and Financing - Local mortgages are available to foreign investors,
mainly from banks, and there are a large variety to choose from. HSBC and Scotia
Bank of Canada are two well known favourites. The mortgage products on offer are
not as sophisticated as in the United Kingdom. They are generally Repayment
Mortgages, and the banks will offer 70-80% finance at an interest rate of 5-6%.

Management Fees - There are many reputable agents to choose from who will
offer a variety of services for between 10-25% of the rental income. It is advisable
to negotiate the initial offer!

Return on Investment — Approximately 8% average annual return on investment
in the City; returns are generally higher on homes outside the City, such as those
on beachfronts or those situated on gated resort communities.

Rental Examples -

Location Size Weekly Monthly

City 1-bed $525 - $625 | $1575 - $1875
City 2-bed $585 - $725 | $1755 - $2175
City 3-bed $800 - $1000 | $2400 - $3000
Resorts 2-4 bed $675 - $1900 | $2000 - $5700

As it is a developing nation with an emerging market, capital growth is set to occur. In
fact, a recent article in the Sunday Times predicted a 400% increase in capital growth
over the next five years, much higher than predicted growth in the United Kingdom.
With the added promise of a Canal expansion, not only will capital growth be seen, but
rental yields are set to soar as demand outstrips supply.



