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LATIN AMERICA ADVISOR

Featured Q&A With Our Board of Advisors

Mexican officials have said the

government will sanction a US-

owned hotel for tossing out 16

Cuban officials participating in
an energy conference with US oil execu-
tives earlier this month in compliance
with the US' Trading with the Enemy Act,
which prohibits US companies or their
overseas subsidiaries from providing serv-
ices to Cuban individuals or companies.
What does the incident say about US Cuba
policy, and how will it affect US-Mexico
relations?

Guest Comment: Kirby Jones: "At

approximately 6:30 pm

Washington time on Friday,

February 3, the Sheraton Maria
Isabel Hotel in Mexico City evicted 16
Cuban officials who had spent the day talk-
ing with American business executives at
the US-Cuba Energy Summit. The event,
which gave US executives vital information
about Cuba's plans to develop oil and gas
reserves just 60 miles from US shores was
sponsored by the US-Cuba Trade
Association for which I serve as president.
This incident provides a shining example
of the folly of a now half-century old US
policy toward Cuba, calls into question
once again the validity and legality of its
application, and is an example of an
infringement of the rights of Americans to
assemble with 16 Cuban officials in a way
that allows them the freedom of speech to
discuss whatever is of mutual—and in fact,
national—interest. Since 1992, nine other

Inside This Issue

such events have been organized in Mexico.
The legality of such meetings has never
even been questioned. In fact, the
spokesperson for the US embassy in
Mexico City, after calling and checking
with the State Department, told the
Associated Press just 30 minutes before
OFAC issued its directive that 'there is
nothing illegal about a meeting in Mexico.'
It is time to rein in the zealotry and bring
back the rule of reason with regard to Cuba
policy. After all, this was an event designed
simply to provide direct and full informa-
tion to American executives, including
executives from ExxonMobil, Valero
Energy Company, Caterpillar, Crowley

Continued on page 4

PHOTO OF THE DAY

Colombian President Alvaro Uribe met
with US President George W. Bush at
the White House on Thursday to discuss
trade and other issues. See related story
on page 2.

Photo: White House.
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US Willing to Reconsider Coca
Growing Limits in Bolivia

The Bush administration has agreed
to reconsider its counternarcotics
programs in Bolivia, discuss the con-
troversial issue with President Evo
Morales, and even permit more coca
farming, according to a report by
The Miami Herald. Assistant
Secretary of State for the Western
Hemisphere Thomas Shannon said a
European Union study of the poten-
tial legal coca market will help deter-
mine if there is room for more coca
plantations, and that the US may
consider working out a new legal
harvest limit through exchanges
with Morales' government.

Source: The Miami Herald.

Unibanco Posts 509 Million-
Real Fourth-Quarter Profit

Unibanco, Brazil's third-largest pri-
vate bank, on Thursday reported
fourth-quarter 2005 net income of
509 million reais ($US 238 million),
up 36 percent from the same period
of 2004. The company said its profit
for the October-December period
was boosted by increased lending
and greater revenues from service
fees, which rose 4.7 percent to 891
million reais. Outstanding loans
grew to 39.9 billion reais at the end
of the year from 31.8 billion reais a
year earlier.

Source: Bloomberg News.

Argentina's Acindar Reports Little
Growth in Profit in 2004

Acindar, Argentina's third-largest
steelmaker, on Thursday reported a
full-year 2005 profit of 549.7 million
pesos ($US 178 million), up less
than one percent from 2004. The
small growth came amid high costs
for labor, as well as for iron ore and
pellets, which increased 91 percent,
the company said.

Source: Reuters.
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Economic News

Uribe Meets with Bush to Push for
US-Colombia Free Trade Deal

Colombian President Alvaro Uribe met
with US President George W. Bush in
Washington on Thursday as part of a lob-
bying blitz in favor of a free trade deal that
has been in negotiations for 23 months.
"All of us have come to this negotiation in
good faith, and I'm sure that we will see a
conclusion,” Uribe said at the White
House, where he and Bush also discussed
continued cooperation on combating
drugs and terror. Bush said that the US is
"interested in a trade agreement that we
will negotiate in good faith—the agree-
ment must be good for the people of

access” to enter the US market. Uribe, who
arrived in Washington on Tuesday, vowed
to protect agricultural interests and the
job-producing sectors of the Colombian
economy like the poultry industry.
Colombia and the US finalized the agree-
ment's chapter on investment Thursday,
according to a statement on the the
Colombian presidential Web site. Chief
Colombian trade negotiator Hernando
Jose Gomez said the chapter stresses legal
stability and guarantees to outside
investors, adding that he hopes the new,
clear standards will boost investment lev-
els and generate employment. Other areas,
including protection of biodiversity, phar-
maceuticals, and patents have yet to be
resolved. Colombian Trade Minister Jorge
Humberto Botero, who accompanied
Uribe during the meeting with Portman,

€€ All of us have come to this negotiation in good faith,

and I'm sure that we will see a conclusion.

Colombia, as well as the people of the
United States." Earlier in the day, Uribe
met with US Trade Representative Rob
Portman, who prior to sitting down with
Uribe noted that "until now ... we have not
seen significant movement" on the agree-
ment, local daily EI Tiempo reported.
Portman said he hoped Uribe's visit would
; allow for more flexi-

bility on the part of
the Colombians, par-
ticularly in agricul-
ture. The talks began
in May 2004 as part

Uribe and Bush of broader US nego-
Photo: SNE. tiations which also
included Peru and Ecuador. The US con-
cluded talks with Peru in December 2005,
while negotiations continue  with
Colombia and Ecuador. In Colombia, a
trade deal with the US faces opposition
from Colombian farmers who fear the
consequences of a flood of US subsidized
agricultural goods into their markets.
Colombian agricultural industry leaders
also claim that the agreement as it stands
does not permit their farm products "real

»

- Alvaro Uribe

said from a technical point of view the
talks are exhausted and all that remains is
the political maneuvering room to give it a
necessary final push. Bilateral trade
amounted to $13 billion in 2004, and fig-
ures expected next week are expected to
show a further increase last year.

Argentine Economy Expanded
9.1 Percent in 2005, a 13-Year High

Argentina's economy grew 9.1 percent in
2005, the fastest pace in 13 years, and the
third straight year of growth following a
four-year recession and devastating col-
lapse in 2002. Growth was boosted by
record exports of soybeans, oil, and steel
and by a surge in government spending
that increased domestic demand, accord-
ing to Bloomberg News. Argentina's econ-
omy grew 9.0 percent in 2004 and 8.8 per-
cent in 2003 after contracting 10.9 percent
in 2002, when the government was forced
to devalue the peso currency. Analysts
expect Argentina's economy to continue
to post strong growth, at least in the near
term. "We see strong growth in 2006,
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helped by a supportive external environ-
ment and continued domestic stimulus
and momentum. However, we think the
pace of growth seen in 2005 will be diffi-
cult to sustain," UBS said in a research
note this morning, adding that it expects
Argentina's economy to expand 5.2 per-
cent this year. According to the average of
nine analysts surveyed by the Advisor in
December, Argentina's economy should
grow 5.4 percent this year. Many econo-
mists note that the country's quickening
inflation, which currently stands at an
annual rate of about 12 percent, is starting
to cut into growth.

Brazilian Govt. Gives Tax Breaks to
Foreign Buyers of Domestic Bonds

The Brazilian government on Thursday
granted a tax break to foreign buyers of its
domestic bonds, exempting them from
paying a 15 percent tax on income and
gains accrued from trading in the bonds,
Reuters reported. The government also
exempted all investors from paying a
financial transactions tax called the CPMF
when trading shares on the over-the-
counter market, extending a benefit
already granted to investors on the Sao
Paulo Stock Exchange. Foreigners hold a
relatively small stake of just $5 billion in
Brazil's 1 trillion-real ($US 472 billion)
domestic government bond market, the
largest in Latin America. The exemptions
could expand the pool of investors in
Brazilian government domestic bonds and
help the government borrow at longer
terms and at lower rates. Currently, half of
the government's debt load is paid on the
benchmark interest rate of 17.25 percent
and matures in just three years, according
to Reuters. The exemptions could also
help reduce the government's vulnerabili-
ty to currency swings.

Political News

US Pursuing "Inoculation”
Strategy Against Chavez

The United States is pursuing an "inocula-
tion" strategy to contain Venezuelan
President Hugo Chavez and alert other
countries to his government's threat to
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democracy, US Secretary of State
Condoleezza Rice told a congressional
hearing on Thursday, according to
Reuters. Rice said she had sought support
from Europe and other Latin American
nations to focus attention on what the US
says is Chavez's abuse of power, including
the targeting of political opponents and
business leaders. "The
international commu-
nity has just got to be
much more active in
supporting and defend-
ing the Venezuelan peo-
Rice ple," the secretary of
Photo: State Dept.  state was quoted as
telling lawmakers. Rice said she had urged
governments to go public with criticism of
a treason trial against leaders of pro-
democracy civic organization, Sumate,
which supported a recall referendum

against Chavez and which he accuses of
backing a short-lived coup against his
government in April 2004. Rice also urged
labor movements to back striking work-
ers. Reacting to Rice's testimony, Chavez
was defiant yesterday. "They've tried for
some years to isolate us, to block us.
They've failed and they will fail because
they are wrong," he was quoted as saying
by the Associated Press. "World opinion is
with Venezuela." The latest attacks by both
sides came just a day after US officials said
they had launched talks with Venezuela
aimed at defusing tensions, which reached
a low point early this month when
Venezuela expelled the US naval attache
from the US embassy in Caracas for
alleged spying and the US retaliated a few
days later by expelling the number-two
official from the Venezuelan embassy in
Washington.
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Continued from page 1

Shipping Lines, Port of Houston and
Corpus Christi, and state officials from
Louisiana, about Cuba's plan to explore
for oil and gas in waters just 60 miles off
of the US' southern borders. The absurd-
ity of the situation is stunning, and
should wake up the private sector to the
fact that we may be heading toward a
future where they are locked out of
regional partnerships, as new leaders
throughout the Hemisphere assume
power that is partially derived from the
outdated policies of the US—Cuba poli-
cy being the prime example."

Guest Comment:  Steve

Johnson: "US-Cuba policy is

not so much the problem as

much as how it is implement-
ed. Sanctions are meant to keep US com-
merce from unduly aiding the Castro
regime—to the extent that is possible
and without harming other US interests.
In keeping with that spirit, actions taken
to observe sanctions must be carefully
considered and applied. Otherwise it can
be like doing surgery with a baseball bat.
It begs the question of whether expelling
Cubans from an American-owned hotel
in Mexico during an election campaign
would fuel populist rhetoric and make
Castro's minions look like underdogs.
Would a fine after the fact have been
more appropriate? Maybe not, but hand-
ing the grizzled dictator another propa-
ganda victory didn't help, either."

Board Comment: Andrés

Rozental: "This incident of the

United States government

cracking down on the enforce-
ment of existing US laws which prohibit
American companies and individuals
from doing business with Cuba, led the
Treasury to instruct the Mexican hotel's
parent company in Phoenix to cancel
reservations for Cuban government offi-
cials and US company executives who
were meeting in Mexico City to discuss
prospective business cooperation in the
energy sector. The US-owned—but
Mexican incorporated—hotel proceeded
to comply and in so doing violated
Mexican law, which makes it a crime for

Copyright © 2006, Inter-American Dialogue

any person or company subject to
domestic jurisdiction to comply with
extra-territorial applications of third
country laws. This is the basis on which
the Mexican government has notified the
hotel that it is being cited for violations
of domestic legislation. As for the justifi-
cation that US authorities may have had
for taking this decision within the US—
and against an American-owned compa-
ny—although interpreted by some as a
stricter enforcement of the sanctions
imposed unilaterally by Washington
against Cuba, loses its effectiveness when
no similar action is taken when US farm-
ers are allowed to sell basic food staples
to Cuba to help them get rid of their sur-
pluses, or when it suits other American
interests to do business with the 'enemy.’
So this is just another example of the
double standards and selective enforce-
ment that is often applied by US author-
ities of its laws that are meant to 'sanc-
tion' third countries, but are in the main
unenforceable. In Mexico's case, all com-
panies registered domestically with for-
eign ownership are required to waive
their right to use their home country's
laws or diplomatic remedies when oper-
ating in Mexico (the Calvo clause) so it's
well known that this is part of doing
business in Mexico (and in a good num-
ber of Latin American countries) and
should not be a cause for inhibiting for-
eign investment."

Kirby Jones is President of Alamar
Associates and President of the US-Cuba
Trade Association.

Steve Johnson is Latin America Policy
Analyst at the Heritage Foundation.

Andrés Rozental is a member of the
Advisor board and President of the
Mexican Council on Foreign Relations.
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