
QA quarter of a billion adults in
Latin America, or 65 percent of
the region's total adult popula-
tion, do not use formal financial

services to save or borrow money,
according to a report released earlier this
month by the New York-based Financial
Access Initiative. Overall, 2.5 billion
adults around the world, or more than half
the globe's adult population, are
unbanked, the report states. What are the
effects of having such a large portion of
the region's population unbanked? Should
governments be doing more to encourage
use of formal financial services? How can
banks and other financial services com-
panies in Latin America reach this mar-
ket?

ATapen Sinha, ING chair profes-
sor of risk management at the
Mexico Autonomous Institute of
Technology and professor in the

University of Nottingham Business
School: "If we examine the population
older than 18 without access to any finan-
cial service, the figure in the U.S. is around
10 percent. In Brazil, the number is 55 per-
cent and in Mexico, it is 75 percent. In
terms of people serviced, one bank branch
in the U.S. serves 117 square kilometers
and 3,500 people. In Mexico one branch
serves 12,000 people and 236 square kilo-
meters. In a World Bank survey conducted
to find out why the unbanked do not use
banks, more than 70 percent of respon-

dents in Mexico cited supply limitations as
the main reasons. There were perceived
bank barriers such as high costs, minimum
balance requirements and excessive docu-
mentation. Another 18 percent cited lack
of safety or mistrust of the banking sys-
tem. A certified check at Banamex in
Mexico costs five times what it would cost
in the U.S. Banamex was the most prof-
itable banking arm of Citibank in 2008.
Traditional banks have failed to reach most
of the population in most of these coun-
tries. Governments have tried to mitigate
the problem by encouraging rural banking
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FEATURED Q&A

Should Companies and Governments Do More to Bank the Unbanked?

Third-quarter profits of Brazil's Banco
Bradesco declined, but the bank's pres-
ident, Luiz Carlos Trabuco Cappi, said he
expects credit portfolio growth and eco-
nomic recovery next year. See Earnings
Results on page 4.
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Bradesco's Profits Slide 5.2%, 
But President Sees Recovery
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Subscribers may pose questions to the 
Board of Advisors for the Featured Q&A by
contacting Editor Gene Kuleta at:
gkuleta@thedialogue.org



Banco Santander's Colombian Unit
Eyeing Possible Acquisitions

Banco Santander's Colombian arm is
considering possible acquisitions to fuel
its growth in the South American coun-
try, the bank's head in
Colombia told reporters
Nov. 5. "Colombia is a pri-
ority," the Colombian
unit's chief executive offi-
cer, Roman Blanco, said in
Bogota, Dow Jones
reported. "We are here to
grow in an organic way or
in an inorganic way, possi-
bly through acquisitions if
there is an opportunity."
Estefania Leon, a banking analyst with
Colombian brokerage firm Correval told
Dow Jones that the country's banking
industry could see consolidation and
Santander's Colombian unit could itself
be an acquisition target. "There is a group
of a few medium-sized banks in
Colombia that may be a target for
Santander or someone else," said Leon.
"The Colombian unit of Santander itself
is part of those medium-sized banks."
Blanco, however, said Santander is not
planning to sell its Colombian operation.
"We are here to stay," he said, according to
Dow Jones. On Nov. 4, Colombia's finan-
cial regulator said the Santander unit in
Colombia saw a net profit of 62 million
Colombian pesos ($U.S. 31 million) for
January through September of this year, a
75 percent increase from the same period
in 2008. No other Colombian bank had as
large a growth rate in the year's first nine
months.

Commission Head Sees Walmex 
as Main Banking Competitor

Wal-Mart de Mexico will significantly
compete against Mexico's banks "relative-
ly quickly" now that it has been granted a
license to offer expanded banking servic-
es, Guillermo Babatz, the president of
Mexico's National Banking and Securities
Commission told Bloomberg News in an
interview Nov. 3. The Mexico City-based

retailer, known as Walmex, was granted
the license last month. Mexico's Congress
earlier this year passed legislation to allow
so-called "correspondent banking" in an
effort to increase competition. It allows
entities to accept deposits and cash pay-
checks. In all, 10 companies have applied
for correspondent licenses, said Babatz.
"It's evident that there is substantial inter-
est among the country's most important
banks to establish a network of corre-
spondents," he said. "Banco Wal-Mart has
an important base from which to expand
relatively quickly as a retail bank."

Currently, eight companies control
approximately 90 percent of Mexico's
deposits and 89 percent of credit that is
granted, according to banking commis-
sion data. Under the license, Walmex's
19,000 cashiers can accept deposits, com-
pany spokesman Antonio Ocaranza told
Bloomberg News. Mexico first gave the
retailer a banking license in 2006, allow-
ing it to offer savings accounts, credit
lines and debit cards. Walmex's banking
operation has had a net loss of 395 mil-
lion pesos ($U.S. 30 million) through
September and has not yet posted a prof-
it.

Credit Card News

Visa Volumes Up 19 Percent in Latin
America and the Caribbean in 2009

Visa Inc. announced Nov. 3 that its total
volume on Visa-branded products in
Latin America and the Caribbean grew 19
percent over the previous year, to $581
billion, for the year ending on June 30.
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FINANCIAL SERVICES BRIEFS

ING Closes Sale of Chile Annuity,
Mortgage Business

Dutch financial services company
ING said Nov. 10 that it has closed
the sale of its non-core annuity and
mortgage business in Chile to Corp
Group Vida Chile. ING did not dis-
close the terms of the sale, which
was announced in July. Last year, the
Chilean annuity and mortgage oper-
ations generated approximately 35
million euros ($U.S. 52.4 million) in
combined pre-tax earnings.

Cardtronics in Deal to Place ATMs
in Puerto Rican Supermarkets

Houston-based automated teller
machine supplier Cardtronics on
Nov. 2 announced an agreement to
place ATMs in supermarkets in
Puerto Rico run by Supermercados
Grande. The five-year agreement
involves placing ATMs in nine
supermarkets, with deployment
planned for the fourth quarter of
2009, the company said. Cardtronics
describes itself as the world's largest
non-bank operator of ATMs, oper-
ating 33,000 ATMs. Approximately
11,000 Cardtronics-owned ATMs
currently feature bank brands. In
addition to Puerto Rico, the compa-
ny operates 2,100 ATMs in Mexico.

Colombia's Interbolsa Buying Up
to 100% of Brazil's Finabank

Colombia's largest brokerage firm,
Interbolsa, will buy up to 100 per-
cent of Brazil's Finabank after
Brazilian President Luiz Inacio Lula
da Silva authorized the deal in a
decree, Interbolsa said in a note to
Colombia's securities regulator
Wednesday. The Colombian firm
had initially planned to buy 41 per-
cent of Finabank but decided to ask
its shareholders to approve the pur-
chase of the "entire firm," Interbolsa
president Rodrigo Jaramillo told
Colombia's La Republica newspaper.

Financial Services News 

“ Banco Wal-Mart has an 

important base from which 

to expand relatively quickly 

as a retail bank.”
— Guillermo Babatz

Blanco

File Photo: Banco
Santander.



The number of payment transactions for
the same period surpassed 5 billion, the
company said. For the quarter ending on
June 30, Visa reported a 15 percent
growth in total volume in Latin America
and the Caribbean versus the same quar-
ter last year, for a total of $150 billion.
Visa executive Eduardo Erana said the
results reflect "a regional shift" from cash
to electronic payments.

Delinquency Rates Continue Rising
for Mexican Credit Card Holders

Debt restructuring programs in Mexico
are beginning to lower credit card delin-
quency rates on bank balance sheets, but
overall delinquency has continued to
grow for cardholders struggling to make
payments in an unfavorable economic
environment, Mexico's Reforma newspa-
per reported Nov. 9. Delinquent accounts
made up 8.2 percent of banks' total cred-
it card portfolios in August, down from
the 9.5 percent figure recorded in May,
according to Mexico's central bank and
the National Banking and Securities
Commission, or CNBV. Banks consider
accounts more than three months over-
due as delinquent. Critics say those num-
bers merely reflect the fact that banks are
writing off overdue accounts and shifting
responsibility to collection agencies.
Another central bank index, which tracks
"adjusted" delinquency rates and includes
debts to collection agencies and other
entities, showed nearly one-quarter of all
credit card accounts were more than three
months overdue, and that the number
was continuing to grow. "It's not a
decrease in the indebtedness of credit
holders, but rather a strategy and a dis-
guise of the numbers by banking interme-
diaries," Ramiro Tovar of the Mexico
Autonomous Institute of Technology told
Reforma. In related news, CNBV presi-
dent Guillermo Babatz said credit card
loans will see negative growth rates
through the middle of 2010, El Universal
reported. The amount of credit card loans
placed in September was down 28.2 per-
cent from the year before, according to
the report. "We could expect to rates that
are not as negative, but the tendency will
turn around in 2010," Babatz was quoted
as saying.
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and allowing other non-traditional insti-
tutions (such as retail stores) to get into
retail banking activities. They have had
mixed success. Given that the region gets
large infusions through remittances,
electronic banking should be the main
focus in the future. Specifically, products
such as prepaid debit or credit cards can
be the low-cost financial services that
consumers need if done correctly.
Governments can help by facilitating
low-cost money transfers from abroad
through bulk transactions. "

AKai Schmitz, executive vice
president of MicroFinance
International Corporation in
Washington: "The lack of

access to financial services has negative
implications on economic, policy and
social levels. Maintaining savings in cash
withholds capital from the economy
which could otherwise be used for
investments that create economic
growth. It also makes it more difficult to
enforce economic and monetary policy.
For the consumer, a relationship with a
financial institution can provide access
to capital required to increase economic
activity. Also, a stable relationship with a
financial institution helps to enforce
compliance, in particular in the area of
remittances. However, in some coun-
tries, consumers have good reasons to be
doubtful about the security of banks.
Banking crises have eroded consumer
confidence and reinforced the percep-
tion that banks cannot be trusted and
only serve the elite. Regulation needs to
be improved to make banks safe places to
invest. It is paradoxical for governments
that have repeatedly defaulted on their
debts and abused banks' deposits as
reserves to ask the poor to take their sav-
ings to banks. Development organiza-
tions need to assess whether the financial
system in a country is suitable before
encouraging poor people to entrust their
savings to financial institutions. If banks
are serious about attracting low-income
customers, they need to offer relevant

products and offer appropriate customer
service. Regulators and governments can
create incentives to offer such products
or even create them and use banks as dis-

tribution channels. Microfinance institu-
tions (MFIs) are often better positioned
to serve unbanked people as they have
lower-cost branches in rural areas.
However, they may face restrictions on
products they can offer. Regulators
should provide a charter for MFIs, bal-
ancing their need for simpler regulation
and operations with the safety of
deposits. Partnerships between banks
and MFIs offer a promising synergy:
banks have the ability to offer the desired
products and MFIs the distribution
channel to make them available."

ANuria de la Peña, director of
legal operations and Heywood
Fleisig, director of research at
the Center for the Economic

Analysis of Law (CEAL) in Washington:
"FAI's report sets out the refreshing con-
clusion that 'countries can improve lev-
els of financial inclusion by creating
effective regulatory and policy environ-
ments and enabling … individual finan-
cial service providers.' Indeed so. Latin
America's legal and regulatory system
presents enormous barriers to access to
financial services by the poor—transac-
tions with a shaky legal foundation can-
not be enforced and can never be trans-
ferred to or used as collateral with a well-
regulated formal financial sector. Latin
America's laws block access to formal

Featured Q&A
Continued from page 1

Continued on page 6

“ In some countries, consumers

have good reasons to be doubtful

about the security of banks.”
— Kai Schmitz
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Political News

Honduras' De Facto President Calls
on Ousted Leader to Rejoin Talks

De facto Honduran President Roberto
Micheletti on Nov. 8 called on deposed
President Manuel Zelaya to rejoin talks
aimed at forming a unity government,
but Zelaya said Micheletti's offer was a
"non-starter," Agence France-Presse
reported. "The government of Honduras
reiterates its readiness to proceed with the
implementation of the agreement and
urges the other side to return to the dia-
logue framework to enable the formation
of a government of national unity and
reconciliation," the de facto president said
through a spokesman. An agreement
signed Oct. 30 by representatives of both
men set a Nov. 5 deadline for establishing
a unity cabinet. However, Zelaya refused
to submit names for the cabinet after the
two sides clashed over who would lead it

and Micheletti then
announced he was
moving ahead with-
out the ousted presi-
dent's participation.
The agreement also
gave Honduras'
Congress the author-
ity to decide whether
Zelaya should be
reinstated as presi-

dent, but lawmakers have not yet sched-
uled a vote. Zelaya on Nov. 6 said the
accord had collapsed. "We declare the
agreement a failure due to the de facto
regime's non-compliance with its prom-
ise that, by this date, a government of
national unity and reconciliation would
be organized and installed—a govern-
ment that, by law, should be presided over
by the president elected by the people of
Honduras, Mel Zelaya," said a statement
by Zelaya's side, according to the Latin
American Herald Tribune. Zelaya, who
was ousted in the country's coup more
than four months ago, has been taking
refuge at the Brazilian Embassy in
Tegucigalpa since he sneaked back into
the country Sept. 21. [Editor's note: See
related Q&A in the Nov. 6 issue of the
daily Advisor.]
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Earnings Results

Itau Unibanco Posts Better Than Expected Profits for Third Quarter

Brazil's Itau Unibanco, the country's largest bank by market value, on Nov. 3 beat
analysts' expectations in reporting its earnings for the third quarter. The bank's
adjusted net income, excluding one-time events, totaled $2.69 billion reais ($U.S. 1.54
billion), as compared to 2.68 billion reais for the same quarter of last year, Bloomberg
News reported. Overall net income for the quarter declined 11 percent to 2.27 billion
reais, as compared to 2.55 billion reais last year. The bank also said loan growth could
double and default rates would fall in 2010 as Brazil's economy is expected to grow
between 5 and 5.5 percent. The bank's lending, driven by mortgages, could increase 20
to 25 percent next year in comparison to this year's estimated growth of 12 percent,
chief financial officer Silvio de Carvalho said during a conference call. "We see a pos-
itive scenario that we've never seen in Brazil before," he said. The bank's average
default rate, which is comprised of payment delays of more than 90 days, increased to
5.9 percent at the end of the quarter. The rate was 3.8 percent at the same time last
year. Itau also had non-recurring losses of 419 million reais in the third quarter. The
losses included expenses totaling 363 million reais related to a deal with retailer
Grupo Pao de Acucar to finance consumer purchases at the company's stores.

Bradesco Reports 5.2 Percent Slide in Profits for Third Quarter

Banco Bradesco, Brazil's second-largest non-government bank, on Nov. 4 reported a
5.2 percent decline in third-quarter profits. The bank said net profit for the period fell
to 1.81 billion reais ($U.S. 1.03 billion) as compared to 1.91 billion reais in the same
quarter last year, in line with analysts' estimates. Bradesco said increasing provisions
related to non-performing loans was part of the reason for the decline, Dow Jones
reported. In the third quarter, Bradesco's credit portfolio totaled 215.5 reais, a 10.2
percent increase from last year's third quarter. The rate of non-performing loans was
5.9 percent in the third quarter, a 4 percent year-on-year increase. The bank's presi-
dent, Luiz Carlos Trabuco Cappi, said on a conference call that the bank's credit port-
folio could increase "by at least another 20 percent" next year. "We are seeing a broad
recovery in the Brazilian economy, one which will become even clearer next year," he
said.

Peru's Credicorp Reports 5.6 Percent Rise in Quarter-on-Quarter Earnings 

Peru's Credicorp, the owner of market leader Banco de Credito (BCP), on Nov. 5 said
its net earnings for the third quarter rose only 5.6 percent as compared to the second
quarter of the year to $121.7 million. The modest increase follows a "strong contrac-
tion in lending activity" in the first quarter of 2009, which has "remained sluggish"
throughout the second and third quarters, the company said in an earnings statement.
Lower loan-loss provisions and stronger income generation in the company's insur-
ance business and other subsidiaries helped compensate for the lack of loan growth.
Moreover, the company's bank business in Bolivia "performed well despite the eco-
nomic and political environment in which it operates" and reported a net earnings
contribution for the third quarter of $7.1 million, which was 3.7 percent higher than
the previous quarter, Credicorp noted in a release. The bank's loan growth in Peru
could triple next year as the nation's economy gains steam, a company executive told
reporters in press conference announcing the third quarter results. BCP general man-
ager Walter Bayly said the bank expects Peru's economy to expand 4 to 5 percent next
year and for loan growth to be 3.0 to 3.5 times greater, Dow Jones reported.

Zelaya

File Photo: Telesur.
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Florida's LeMieux Blocks Shannon's
Nomination as U.S. Envoy to Brazil

U.S. Sen. George LeMieux (R-Fla.) said
Nov. 6 that he has blocked the confirma-
tion of Thomas Shannon as U.S. ambas-
sador to Brazil, McClatchy Newspapers
reported. "As a new senator from Florida
and given our state's role in the region
representing the gateway to Latin
America, it is incumbent on me to fully

vet all appointments of this magnitude,"
said LeMieux, who took office in
September, replacing Sen. Mel Martinez
(R-Fla.). "I intend to meet with Assistant
Secretary Shannon to discuss my con-
cerns about his nomination and U.S. for-
eign policy in the region." A U.S. Senate
Republican aide told Bloomberg News
that LeMieux placed the hold on
Shannon's nomination over concerns
about the Obama administration's deci-
sion to start talks with Cuba about issues
including direct mail service. LeMieux
announced his hold a day after Sen. Jim
DeMint (R-S.C.) released his holds on the
nominations of Shannon and
Georgetown University professor Arturo
Valenzuela, whom the administration had
nominated as Shannon's successor. The
Senate on Nov. 5 confirmed Valenzuela as
assistant secretary of state for Western
Hemisphere affairs.

Economic News

Economy Minister: Argentina 
Plans Offer on Defaulted Bonds

Argentine officials are planning to make
an offer on the restructuring of approxi-
mately $20 billion in defaulted bonds

within the next 30 days and could sell new
debt in next year's first quarter, Economy
Minister Amado Boudou told Bloomberg
Television in an inter-
view Nov. 7. "In 30
days we could get all
the administrative
steps to put a formal
offer in the market,"
Boudou said in
Scotland after a meet-
ing of G-20 finance
ministers. The South
American country will
attempt to gain the
approval of debt hold-
ers. He added that Argentina may sell the
additional bonds to pay for infrastructure
and utilities investments. The new bonds
will not be used to pay the Paris Club, to
which Argentina owes approximately $6.7
billion. "Maybe in the first quarter of next
year we will do a new issue of bonds in the
voluntary market," said Boudou. "We
want to get the funds to improve and
enlarge our program of investments in
the real economy, mostly in utilities, like
electricity generation and water systems."
[Editor's note: Click here to see a related
summary of an Oct. 21 event at the Inter-
American Dialogue.]

Brazil Auto Production Increased in
October After September Slump

Auto production in Brazil leapt 15.7 per-
cent in October as compared to
September, Reuters reported Nov. 9, cit-
ing Anfavea, the country's automakers'
association. October's output was 316,000
units, which amounted to an increase of
6.3 percent as compared to the same
month last year. The increased produc-
tion came after output declined 6.7 per-
cent in September as compared to August.
Although production rose last month,
sales fell 4.6 percent month-on-month in
October, the association said. Still, last
month's sales amounted to a 23.1 percent
surge from October 2008. Last week, the
country's national auto dealers associa-
tion said sales slumped 5.2 percent
month-on-month in October. Brazil is a
main market for U.S.-based General
Motors and Ford as well as for Germany's
Volkswagen and Italy's Fiat.

POLITICAL & ECONOMIC BRIEFS

At Least 144 People Killed 
in El Salvador Floods

Floods and mudslides in El Salvador
have killed at least 144 people, EFE
reported Nov. 11. Heavy rains relat-
ed to Hurricane Ida caused mud to
partially bury the towns of Verapaz
and San Vicente. Approximately
13,000 people have taken refuge in
emergency shelters. President
Mauricio Funes has declared a state
of emergency and said the United
Nations would assist in evaluating
the damage.

Itaipu Failure Causes Widespread
Blackout in Brazil, Paraguay

A failure at the Itaipu power plant
on the border between Brazil and
Paraguay plunged 12 Brazilian states
and nearly all of Paraguay into dark-
ness at approximately 10 p.m. local
time Nov. 10, local daily O Estado de
Sao Paulo reported. Technicians
believe that storms or lightning may
have caused the problem. "There
was complete shutdown of Itaipu,"
one of the largest power producers
in the world, said Minister of Mines
and Energy Edison Lobao. Power
was restored after about two hours
in most areas.

Lugo Fires Military Leaders After
Dismissing Coup Worries

Paraguayan President Fernando
Lugo on Nov. 6 replaced the com-
mander of the country's armed
forces two days after firing the com-
manders of the country's army, navy
and air force. Lugo named Rear
Adm. Cibar Benitez to replace Brig.
Gen. Juan Oscar Velazquez as the
armed forces chief, EFE reported.
Lugo ordered the shake-up after dis-
missing rumors of a possible coup.
"Institutionally, there is no danger of
a military coup," Lugo said Nov. 3.
Lugo did not explain why he dis-
missed the military leaders.
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“ It is incumbent on me to fully

vet all appointments 

of this magnitude.”
— George LeMieux

Boudou
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Government.
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financial services at every turn. Exempt
property and homestead provisions pre-
vent seizing the tools or the land of some
workers and farmers, making that prop-
erty unacceptable as collateral and unfi-
nanceable. Bank clients must have
national government I.D.s—even where
such I.D.s depend on oft-missing
inscription in the civil registry. Usury
laws proscribe small loans by non-bank
lenders like pawn shops. Illiterate bor-
rowers agree to unconscionable con-
tracts. High legal ages of majority invali-
date loan and deposit contracts agreed to
by single mothers who head households.
Ponderous judicial enforcement makes
small loans economically uncollectible.
Laws effectively threaten the poor with
debtor's prison. Problems in secured
lending limit dealer sales on credit—
quantitatively far more important than
microcredit. Inadequate debtor protec-
tion subjects the poor to collection

abuse, including abuse by donor-sup-
ported microlenders. Eliminating these
legal barriers has not gotten much trac-
tion in the Latin American donor and
microfinance establishment. We hope it
is excessively cynical to believe that this is
because donor-supported microfinance
lenders can keep the poor as a captive
market precisely because of these legal
barriers. Perhaps this research marks a
change."

AXavier Martin, Washington-
based consultant for
ShoreBank International and
for the Consultative Group to

Assist the Poor: "Being unbanked is not
just inconvenient; it is also expensive.

When you have to rely on informal
financial intermediaries, the cost for sav-
ings, credit and payments services are
higher. In recent years, mobile banking
has emerged as a promising vehicle to

expand financial access to the unbanked
population. The wide use of mobile
telephony has stimulated the develop-
ment of new payment technologies that
can help to expand financial inclusion.
In Latin America, access to mobile bank-
ing is still quite limited but as has been
seen in other parts of the world, it has
the potential to become a new delivery
channel for financial institutions. Mobile
banking can decrease the cost to serve
the unbanked providing at the same time
a new banking channel for financial
institutions. The unbanked population
can become an entirely new market seg-
ment for financial institutions and
mobile phones can emerge as a decisive
tool to expand financial inclusion.
Governments can encourage the use of
formal financial services by the
unbanked population by promoting an
effective regulation of mobile banking.
Bringing access to banking services to
more people through mobile phones can
be challenging, but the developmental
impact of giving millions of poor people
access to financial services for the first
time is well worth it."

The Advisor welcomes reactions to the
Q&A above. Readers can write editor
Gene Kuleta at gkuleta@thedialogue.org
with comments.
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“ Mobile phones can emerge 

as a decisive tool to expand 

financial inclusion.”
— Xavier Martin

“ Latin America's legal and 

regulatory system presents 

enormous barriers to access to

financial services by the poor.”
— Nuria de la Peña & Heywood Fleisig


