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Message to the Shareholders
Dear Shareholder,

We are glad to be able to report that 2006 was a year with important qualitative and
quantitative achievements, which favorably affected both the financial situation as well as
the international projection of the Panama Stock Exchange (PSE). On a quantitative level,
this was another record trading year, reaching a figure of 2,256 million, some 34.2%
more than the year before, and the largest amount traded in the history of the Exchange.

Also, the highest number of filings for listing new corporate issues since the year 2000
was recorded, with a total of 26 new issues, the amount whereof also represented the
highest figure ever at the Stock Exchange, reaching US$ 1,275 million. The highlights
among those issues were a corporate bonds issue by the hydro-electric power generating
company AES Panama, for US$ 300m, one of the largest filed with the PSE and one for
the electricity distribution company Elektra Noreste, for US$ 100m. Both issues were
launched from Panama on the international market.

Those filings were a determining factor, making it possible for the Company’s total
revenue to grow by 36.9% over the year 2005, to a total of US$ 1,788,584. The main
source of this increase came from a 36.9% increase in stock trading commissions, which
grew from US$ 904,727 in 2005 to US$ 1,238,828 in 2006. This in turn resulted in net
profits of US$ 622,861, which was 89% higher than those reported for the year 2005 and
thus net earnings per share rose from US$ 1.79 in 2005 to US$ 3.37 in 2006.

2006 was an important year for our international projection. This was the first time that
the Panama Stock Exchange hosted an Ordinary General Meeting of the Iberian-
American Federation of Stock Exchanges (FIAB by its Spanish initials), to wit the 33"
meeting of this private sector international organization that includes the most important
operators of the Iberian-American stock markets. This meeting turned into a success for
the Market, as it was the venue of one of the most fruitful Meetings organized by FIAB
and all issues set forth on the technical agenda were completely discharged. Topics such
as the integration of regional markets, the role of regulators in this process, the
importance of financial education and the social responsibility that each of our stock
exchanges has vis-a-vis the community, as well as progress made in standardizing rules
and laws facilitating a broadening of the markets were analyzed here.

In August 2006, the Panama Stock exchange was recognized by the US Securities and
Exchange Commission (SEC) as a “Designated Offshore Securities Market”, which is an
opportunity for issuing from this market, as now qualified US investors may buy such
paper and use the prices quoted for those instruments in this market for marking the value
of their portfolios. Also, in September, under the framework of the FIAB General
meeting, the PSE signed an agreement with the company VALMER, a subsidiary of the
Mexican Stock Exchange, who will provide price vectoring services for securities traded
in the Panamanian stock market, which will help to improve pricing in the local market.



This year the PSE also assumed the challenge of adhering to the Global Pact for Social
Responsibility, promoted by the United Nations, being only the second Stock Exchange
on the continent to associate itself with this Pact, after the Sao Paulo Stock Exchange -
BOVESPA.

There is no doubt about the growth and expansion of the Stock Exchange, but challenges
abound in order to be able to achieve a full integration of the markets, for which we are
working hard and from which already some results can be seen, such as the arrival of
foreign issuers and hence Costa Rican investment companies and corporate bonds being
traded in this market as well as shares from Salvadoran issuers and the filing of listings of
sovereign debt from both those countries.

Furthermore, the Panamanian stock market will see some significant changes, as a result
of the withdrawal from the market of issuers such as the Banistmo Group and the
Corporacion UBC Internacional, which will narrow the supply of paper being offered for
sale and hence the possible trading volume on the PSE:

Cordial regards to all of you.

Dulcidio de la Guardia
President



OPERATING RESULTS
OF THE PANAMA STOCK EXCHANGE (PSE)
FOR THE YEAR 2006

1. Operating Results

Volume traded on the PSE grew by 34.2% during the year 2006, to an amount of US$
2,256.3 million, which was the highest amount ever in the history of the Exchange.
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The growth in stock market activities basically came from the higher number of issues of
new instruments, mainly corporate bonds, as well as from an increase in placements of
new Negotiable Commercial Paper programs, with which the primary market recorded an
increase of 24.2%.

While the volatility on the stock market caused the secondary market to grow by 68.4%,
repurchases increased by 10.8%.

As for the breakdown by instrument of the volume traded, the largest concentration was
in Corporate Bonds, with 35.6%. Second place was taken up by Negotiable Commercial
Paper, with 22.2% while Government Paper took third place with 14.9%.

Bolsa de Valores de Panama, S.A. Report for the year 2006
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The primary market continues to be the main component of the volume traded on the
PSE, with 67.6%, while the secondary market represented 29.6% and Repos 2.8% of
volume traded in 2006.

2. New Corporate Issues

In the year 2006, the highest number of filings for listing new corporate issues since the
year 2000 was recorded, with a total of 26 new issues. The amount thereof represented
the highest figure ever at the Stock Exchange, reaching US$ 1,275.0m, which was
100.2% higher than the US$ 637.0m reported in 2005. The highlights among those issues
were a corporate bonds issue by AES Panama, for US$ 300m and one by Elektra Noreste,
for US$ 100m. Both issues were launched from Panama on the international market.

Of those 26 new issues, 17 were for long term instruments, like Corporate Bonds,
Mortgage Bonds and Mortgage Backed Bonds. Also, a program for Medium Term
Corporate Paper was listed, as well as 5 new programs for Short Term Negotiable
Commercial Paper, which shows the continuity of the trend seen since last year, which
marked a return to those programs. Under Variable Income Instruments, 3 new preferred
shares issues were listed and one investment corporations family.

Bolsa de Valores de Panama, S.A. Report for the year 2006



3. Stock Market

Prices of Common Shares showed the largest increase of the past few years, as seen in
the performance of the Stock Exchange Index (BVPSI), which rose 65.9% from 147.5
points in December 2005 to 244.66 points in December 2006.
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Shares traded during the year number 10.4 million, which, when compared to the 4.3
million shares traded in 2005, represented a 143.5% growth. The amount traded was US$
150.0m, which was 97.6% more than the US$ 75.4m traded in the year before.

As for the market capitalization of the 24 companies listed on the PSE stock market, this
came in at US$ 6,819.4m, which was 19.0% higher than the capitalization reported for
December 2005 (US$ 5,731.6m). This increase basically was due to increases in share
prices. During the year, the shares of the Grupo Mundial Tenedora, S.A. were listed and
Aseguradora Mundial, S.A. and Grupo Banistmo, S.A. were delisted, the first one as a
result of the exchange in shares for those of Grupo Mundial Tenedora, S.A. and the
second one a the result of the takeover by HSBC.

By the end of 2006, there were 90 corporate issuers listed on the PSE, as well as 3
government issuers, of which 2 foreign governments, making a total of 93 issuers. As this
number of issuers was larger than the one reported for 2005 (85), we now have a reversal
of the trend seen from 1999 until 2004, where the number of issuers fell from year to
year.

Bolsa de Valores de Panama, S.A. Report for the year 2006



4. Highlights of the Year

The year 2006 was a year of significant qualitative accomplishments, such as:

e Hosting the 33" Ordinary General Meeting of the Iberian-American Federation of
Stock Exchanges, with this meeting showing some of the best attendance of the past
few years.

e Recognition by the US Securities and Exchange Commission (SEC) of the Panama
Stock Exchange as a “Designated Offshore Securities Market”.

e Execution of an agreement with the company VALMER, a subsidiary of the Mexican
Stock Exchange, who will provide price vectoring services for securities traded in the

Panamanian stock market, which will help to improve pricing in the local market.

e Two Investor Forums were held, where not only the local investor community, but
also the regional ones came together.

e The PSE also now adheres to the Global Pact for Social Responsibility, promoted by
the United Nations, being only the second Stock Exchange on the continent to
associate itself with this Pact, after the Sao Paulo Stock Exchange - BOVESPA.

e As for Self-Regulation:

Continuing the program of on-site inspections of Stock Exchange Seats.

The Rules for Capital Adequacy and Liquidity Standards that should be
met by the Stock Exchange Seats were submitted to the National
Securities Commission [of Panamal].

o Anti Money Laundering training.

Bolsa de Valores de Panama, S.A. Report for the year 2006



MANAGEMENT REPORT
FOR THE YEAR 2006

1. Liquidity

At 31 December 2006, the Company listed current assents for US$ 1,137,800, which was
58.2% higher than the amount reported for December 2005 (US$ 719,410). The main
reason for this increase in current assets was due to a higher cash balance, coming from
the normal course of business. Current liabilities increased by 74.7%, growing from US$
203,880 in December 2005 to US$ 501,718 in December 2006, which include US$
100,000 in accounts payable to a supplier for the acquisition of software and pre-paid
commissions from issuers. This was the reason why the current ratio came in at 2.3 times,
while in December 2005 this was still at 3.5 times.

Current Ratio

13

8
v
5
£
[

4 \‘\‘
2002 2003 2004 2005 2006

2. Capital Resources

At 31 December 2006, the Company did not have any interest bearing liabilities and most
of its assets were financed from its own resources, as indicated by the equity to assets
ratio, which came in at 0.87 times.

Also, during the second quarter of 2006, the Corporation paid out an extraordinary
dividend to its shareholders, at US$ 2.00 per share. Apart from this extraordinary
payment, an ordinary dividend program was established, paying US$ 0.70 per share for
the year 2006, contemplating four dividend payments of US$ 0.175 per share each, with
the first of these payments to be made on 2 April, the second one on 30 June, the third
one on 30 September and the last one on 28 December.



