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QChilean authorities are investi-
gating ties between former dic-
tator Augusto Pinochet and mil-
lion dollar bank accounts held

at US Riggs Bank to determine whether
any of the funds were illegally taken
from government coffers. Where do you
see the investigation heading? What are
the potential political ramifications? Do
you see a confrontation between the
Socialist government of President
Ricardo Lagos and Pinochet's right-
wing supporters?

ABoard Comment: Genaro
Arriagada: "The charges are very
serious (the amounts start from a
minimum of $8 million, the use

of paper companies in the Bahamas, seven
deposits on credit each one a million dol-
lars, and all in the same year) and leave few
doubts about big corruption on the part of
the ex-dictator. The attempts at explana-
tion offered by Pinochet's defenders tend
more to confirm than to weaken the cor-
ruption of which he is accused. The idea in
question of donations from businessmen
only aggravates the facts, and the accept-
ance of gifts by heads of state (and much
more when they reach millions of dollars)
is indeed a corrupt act. I do not think that
this matter will have decisive electoral
effects, nor that it will create a conflict
between the Socialist president and the
right. Ricardo Lagos has acted with
restraint and avoided politicizing the issue.
Before this Pinochet was already a man of

the past. The main political effect will be on
his supporters, who are seeing their last line
of defense, which would consist of admit-
ting the brutality of human rights viola-
tions, fall, but in affirming that despite this
Pinochet has exercised power with finan-
cial honesty; that he has been a 'dictator
with honor.' Sad for everyone in Chile." 

AGuest Comment: Kenneth
Maxwell: "The right in Chile has
never been reticent about defend-
ing Gen. Pinochet when he was

attacked over human rights violations, but
defending him over questions of potential
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Luiz Augusto Candiota resigned as
Brazil's Central Bank monetary policy
director yesterday, but denied any wrong-
doing after it was revealed he was being
investigated for tax irregularities. See
related story on page 2.



Political News

Candiota Resigns Central Bank Post
Amid Tax Dispute, Meirelles Stays On

The monetary policy director of Brazil's
Central Bank resigned amid tax fraud alle-
gations Wednesday. He said the move was
aimed at protecting the integrity of the
institution. Luiz Augusto Candiota denied

any wrongdoing after allegations surfaced
in a weekly news magazine last week that
he was under investigation by Brazilian
authorities for tax irregularities. Rodrigo
Azevedo, the co-head of Latin American
economic research at Credit Suisse First
Boston, based in Sao Paulo, will replace
Candiota, Central Bank President
Henrique Meirelles said at a press confer-
ence in Brasilia yesterday. Meirelles himself
is implicated in the report published by
IstoE Friday, which alleged he did not file a
tax return in Brazil in 2001. "President
Meirelles is sure that there is no irregular-
ity whatsoever over his tax situation, con-
trary to what the report says," the Central
Bank said in a statement. Brazilian daily O
Globo reported that Meirelles said
Candiota's decision to resign is personal,
not the government's. Candiota became
the first senior Central Bank official to
resign over a scandal during 19 months of
Luiz Inacio "Lula" da Silva's government,
according to Reuters. He was responsible
for monitoring interest rates and financial
markets for Brazil's Copom monetary pol-
icy committee, which sets Brazil's bench-
mark interest rate. Candiota was also a key
player in the Bank's recent push to reduce
Brazil's dollar-linked debt and cut its
exposure to external shocks. Analysts spec-
ulate the accusations and shift in person-
nel are unlikely to alter rate policies at the
Central Bank, which in May ended 11
months of interest rate cuts to avoid a rise

in inflation. Azevedo, 39, wrote last week
as an analyst at CSFB that the Central
Bank probably would hold off on cutting
the benchmark rate for the rest of the year,
leaving it at a three-year low of 16 percent,
Bloomberg News reported. Candiota's res-
ignation had little impact on Brazil's cur-
rency and stock markets yesterday. Roger
Scher at Fitch Ratings in New York said
Azevedo is a solid replacement for
Candiota. "He knows a lot about Brazil

and its financial markets. He has lots of
energy and is a good economist," Scher
told the Advisor. Candiota is now the sub-
ject of investigations for tax evasion by the
Brazilian Congress, federal prosecutors,
police and the justice ministry. Meirelles
called the accusations "inconsistent."

Economic News

IMF Hardens Stance with Argentina,
Delays $728 Million Loan Payment

The International Monetary Fund told
Argentina yesterday it has delayed
approval of a $728 million loan payment
to the South American country,
Bloomberg News reported. Analysts view
the IMF delay as a show of force to get
Argentina to take more steps to renegoti-
ate its nearly $100 billion in defaulted debt
with creditors, and to prompt further fis-
cal reforms. Argentina must now draw
upon its Central Bank reserves to pay back
monies due multinational lenders. News
of the delay comes one day after the IMF's
Independent Evaluation Office finished a
report faulting the Fund for "several mis-
takes" in the years and months leading up
to Argentina's catastrophic financial crisis
of December 2001. The Financial Times
reported yesterday that the Evaluation
Office found the IMF to be "too lenient"
when it came to Argentina's fiscal deficits
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Femsa Adds 189 New Stores,
Earnings More Than Double in Q2 

Mexican bottling conglomerate
Femsa said yesterday its second-
quarter net profit more than dou-
bled from the year earlier, and noted
that its Femsa Comercio unit added
189 net new convenience stores dur-
ing the quarter, now totaling 3,086
locations nationwide. The Femsa
Cerveza unit saw total volume
increase 3.8 percent (2.5 percent
domestic and 16.8 percent exports)
during the second quarter, and
income from operations was up 15.4
percent compared to the same peri-
od last year.

Source: company release.

Global Crossing Shares Up on
News of More Carlos Slim Buys

Shares in formerly bankrupt Global
Crossing Ltd. were up more than 20
percent in mid-day trading yester-
day, as news that Carlos Slim Helu,
one of Latin America's most success-
ful businessmen, had gotten regula-
tory approval to increase his stake in
the company significantly. The stock
was trading at 17.19 at 12:30 pm yes-
terday, up from 14.24.

Source: Reuters.

Natura Cosmeticos Sees Net
Income for Q2 at R$78 Million

Brazil's Natura Cosmeticos S.A.
reported yesterday that its net
income in the second quarter was
78.8 million reais ($US25.9 million),
compared to just 11.9 million reais
in the same period last year, a more
than four-fold increase. The compa-
ny's unit sales increased 27.9 percent,
compared to the same period last
year, and its net revenues increased
33 percent, reaching 428.5 million
reais in the second quarter.

Source: company release.

"President Meirelles is sure that there is no irregularity 

whatsoever in his tax situation..." 

- Central Bank statement



during much of the 1990s, and that it sup-
ported the country's dollar-pegged
exchange rate for too long. Another factor
in the harder IMF stance on Argentina is
its new leadership. Former Spanish
Finance Minister Rodrigo Rato took over
as head of the IMF last month, and is
known for being "extremely critical of the
IMF leniency towards Argentina in the
past," according to a former Argentine
official quoted by Bloomberg News.

Inflation Sparks Concern in Mexico;
Growth Forecasted Up

Rising commodity prices have caused a
deterioration in Mexico's inflation out-
look, Mexico's Central Bank said yester-
day. Higher prices for food, metals and
energy drove up Mexican inflation in the
second quarter, JP Morgan Chase noted
in a research report this morning. The
Central Bank also increased its forecast for
economic growth this year by three-quar-
ters of a percentage point, saying gross
domestic product would grow between
3.75 percent and 4.25 percent in 2004.
Mexico's economy is benefitting from
increased growth in the US and more
internal demand. Mexico's corporate sec-
tor has been active as the economy picks
up after a three-year slump. On Tuesday,
Carlos Slim's financial arm Inbursa
announced an $800 million plan to spin
off investment unit Promotora Inbursa
and create a new company to finance
infrastructure projects in Mexico and
Latin America. Yesterday, retailer Elektra
said it would open 100 new stores and
relocate 30 others (see related Profile, in
the July 21 issue of the Latin America
Advisor). Mexican bottler Arca has signed
a letter of intent to sell its multi-flavor
"Joya" drink brand to the The Coca-Cola
Company in a $57 million deal, Reuters
reported yesterday. Mexican industrial
conglomerate Alfa said yesterday it saw a
15 percent rise in quarterly net profit. Its
steel unit, Hysalmex, noted strong
demand and high prices.
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Capitol Hill Watch
A weekly look at US congressional activity on Latin America

Sen. Dorgan Seeks Closure of Ethanol Loophole, Meets Cargill CEO

Sen. Byron Dorgan (D-ND) said Monday he is working to close a loophole
in the trade law that would allow Cargill Inc. to import Brazilian ethanol tar-
iff-free into the United States from Central America. Dorgan had reportedly
met recently with the CEO of Cargill and urged him to invest instead in
ethanol facilities in the United States. Cargill recently began negotiations to
invest in an ethanol drying facility in El Salvador that would allow the com-
pany to export the refined product, originally from Brazil, to the United
States tariff-free under a provision in the Caribbean Basin Initiative. Some
farm state Republicans also want to see Cargill change its plans. Sen. Norm
Coleman (R-MN) earlier this month told Cargill that the company's El
Salvador plant could turn farmers off on the benefits of trade, "particularly
with Latin America," according to his spokesman.

Source: Grand Forks Herald, Associated Press.

Senators Write Colombia's Uribe on Human Rights Abuses

Twenty-three Democratic members of the US Senate—including John Kerry
and John Edwards—sent a letter to Colombian President Alvaro Uribe on
Monday commending his administration for work on human rights to date,
saying they were "encouraged by the decline in the level of homicides, mas-
sacres, kidnappings and forced displacement." But the senators also said they
"remain deeply concerned about the continued levels of violence directed at
the civilian population...[and] extrajudicial killings and forced disappear-
ances attributed directly to Colombian security forces." Senators Russell
Feingold (D-WI) and Christopher Dodd (D-CT) led the letter effort.

Source: Latin America Working Group.

Rep. Menendez Touches on Latin America in Convention Speech

Rep. Robert Menendez (D-NJ) hit upon Latin American relations in a speech
Monday at the Democratic National Convention in Boston. In a short
address focused primarily on international affairs, Menendez said, "...John
Kerry will not ignore our own  neighborhood: Latin America. The message
John Kerry will send to Latin America is different from the one Latin America
and Latinos here in the United States have heard from President Bush...He
will engage Latin America with respect and with values that unite the
Americas behind common goals and against common threats." The
Republican National Convention takes place in one month in New York City,
and is also expected to include speeches aimed at Hispanic voters.

Source: Democratic National Convention Committee.
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personal corruption is an entirely different
matter. The US ramifications of the Riggs
Bank revelations are also serious because
this was an accident waiting to happen.
Financial institutions have been all too
willing to obfuscate (or at least turn a
blind eye to) the origin of dirty money
and facilitate its mobility. This was foolish-
ness prior to 9/11 and the age of corporate
scandals, but it is courting major potential
damage to image and reputation, not to
mention criminal liability, to continue the
practice since. Bank boards need to take a
very hard look at their procedures and
make sure quickly that there are no more
potential scandals of this type ticking away
among the transactions of their more
dubious clients before the newly galva-
nized bank regulators and congressional
oversight committees do the job for
them."

AGuest Comment: Roberto Toso:
"There are three simultaneous
investigations taking place: in
the US courts and in the con-

text of Riggs Bank case, in the Chilean
courts, and an independent investigation
announced by former President
Pinochet's legal defense team. All parties
involved have announced their intention
to get to the bottom of the case and there
is a general feeling that a full and inde-

pendent investigation will take place.
President Lagos' government has wisely
focused the case as a purely legal matter
and made it clear that this has to be
investigated by the US and Chilean
courts. So far, there is no opposition for
a full investigation from any of the polit-
ical sectors of the country, including the
Pinochet family and its inner circle. I
believe that the case will be resolved
swiftly and with no significant political
ramifications."

Genaro Arriagada is a member of the
Advisor board and former Chilean
ambassador to the US.

Kenneth Maxwell is Visiting Professor
and Senior Fellow at Harvard
University's David Rockefeller Center.

Roberto Toso is Senior Partner and
Founder of Ecofin International LLC.

Featured Q&A
Continued from page 1

Correction

Some editions of yesterday's Latin
America Advisor misspelled Pablo
Samaniego's name due to an editing
error. He commented in our Featured
Question on page 4.

Company News

Unilever Sees Lower Latin America
Results in Second Quarter

New Jersey-headquartered Unilever said
its Latin American operations grew mod-
estly in the second quarter. The food and
household products conglomerate said
its underlying sales grew by 2.7 percent,
on top of 10 percent growth in the second
quarter last year. After the impact of dis-
posals, turnover declined by 0.2 percent.
"While there are some encouraging signs

of a return of economic growth in most
countries, consumer demand remains
weak, particularly in Brazil," it said in a
statement. In Foods, brands like Knorr
sold well from the Caribbean to Brazil,
Hellmann's performed well in Chile and
Brazil. Unilever said its Slim-Fast brand is
doing "very well in Mexico and a region-
al roll-out is being evaluated." The com-
pany's home and personal care products
are selling well in Argentina, benefitting
from the economic recovery, Unilever
stated.


