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Mexican migrants living abroad

sent more money back home in

April than they did in the same

month a year earlier, the Bank of
Mexico said June 1. The year-on-year
increase was small, less than 1 percent,
but it was the first annual increase in 17
months. The report also said remittances
to Mexico from January through April
amounted to $6.6 billion, an almost 9 per-
cent decline from the same period in 2009.
Are remittance flows to Mexico and the
rest of Latin America recovering? How
important are the flows to economic
recovery in the region? What is needed for
a sustained recovery in remittances?

Manuel Orozco, director of the

remittances and development

program at the Inter-American

Dialogue: "There exists a slow
recovery of remittances to Latin America
mostly reflected in that more people are
sending money to their relatives with regu-
lar frequency. Most remittance recipient
countries have registered a recovery by the
second quarter of 2010. However, the aver-
age amount sent has yet to return to 2008
levels ($270). Immigrants continue to face
various challenges dealing with the eco-
nomic recovery. In Spain, the severity of
the crisis has affected the large majority of
immigrants in sending the amounts they
were used to remitting, and unemploy-
ment has affected more than 20 percent of
the labor force. In the United States, the
percent of people who were unable to

Inside This Issue

remit the same amount as in previous years
has declined, but 35 percent are still remit-
ting less. The recovery is substantially
important to thousands of households, 2
million of which received less in 2009. In
order to ensure the return of remittances,
immigrants need to benefit from the eco-
nomic recovery and improve their current
economic conditions with better jobs and
earnings, while their relatives must maxi-
mize the benefits by improving the man-
agement and handling of this valuable
income."

Continued on page 2

Santos Elected Colombia's
President in Landslide

Juan Manuel Santos, pictured celebrat-
ing Sunday with his family, was elected
Colombia's president in a landslide over
former Bogotd Mayor Antanas Mockus.
See story on page 2.
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Former Argentine Minister
Cavallo Indicted Over Land Sale

An Argentine judge has indicted for-
mer economy minister Domingo
Cavallo in connection with the sale
of public lands for less than their
value in 1991, EFE reported Friday.
Cavallo and others are accused of
selling a public fairground in
Buenos Aires for $30 million when
its worth was later estimated at
more than $130 million. In related
news, Argentina's foreign minister
resigned on Friday and was replaced
by the country's ambassador to
Washington, Héctor Timerman.

World's Largest Pulp Maker
Could Sell Off Paper Unit

Brazil's Fibria Celulose, the world’s
largest pulp maker, may sell off its
paper business in order to reduce
debt stemming from the global
financial crisis, Bloomberg News
reported Friday, citing an interview
with the company's chief executive.
Last year, the paper unit accounted
for 1.2 billion reais ($U.S. 670 mil-
lion) in revenue. Fibria was formed
in 2008 after Brazil's Votorantim
bailed out pulp maker Aracruz,
which had suffered huge losses dur-
ing the financial crisis as a result of
wrong-way currency bets.

Jamaica Vehicle Loan Interest
Rates at 15-Year Lows

Interest rates on vehicle loans in
Jamaica are at 15-year lows, but bor-
rowers are still skittish about buying
new vehicles, the Jamaica Gleaner
reported Sunday. Credit unions and
banks in the country are offering
vehicle loans at between 14 and
19.95 percent depending on the
vehicle's age, the newspaper report-
ed, adding that some would-be bor-
rowers are still not taking out vehi-
cle loans because they expect inter-
est rates to drop further.
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Political News

Santos Elected Colombia's
President in Landslide

Colombians on Sunday resoundingly
elected Juan Manuel Santos the country's
next president. Santos, who served as
defense minister under current President
Alvaro Uribe, trounced his opponent, for-
mer Bogota Mayor Antanas Mockus. With
almost all polling stations reporting,
Santos had garnered 69 percent of the
vote against Mockus' 28 percent, the
Associated Press reported. Santos' victory
was seen as a ringing endorsement of
Uribe's policies. In his victory speech
before about 10,000 people at a Bogota
stadium, Santos lauded the outgoing
president. "If we have come so far it's
because we have been standing on the
shoulders of giants," said Santos, the AP
reported. He called Uribe "an exceptional
person who transformed our country."
Santos' margin of victory was the largest
in Colombia's modern history, said
Carlos Ariel Sdnchez, the director of the
country's electoral council. More than 3
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percent of voters cast protest ballots,
expressing displeasure with both candi-
dates. In conceding the election, Mockus
wished the next president well. "I wish
Santos all the success as leader for the
good of our dear nation," he said, Reuters
reported. Mockus, who ran as a Green
Party candidate, had pledged during the

¢ Time is up for the FARC.”?

— Juan Manuel Santos

campaign to fight corruption. However,
he made a series of missteps that led
Colombians to question his ability to lead
the country, which is still fighting leftist
rebels. Santos pledged to continue bat-
tling the Revolutionary Armed Forces of
Colombia, or FARC. "Time is up for the
FARC," said Santos, who takes office Aug.
7, the AP reported. During Sunday's elec-
tion, leftist rebels were blamed for sepa-
rate attacks that killed seven police offi-
cers and three soldiers.

Featured 0&A
Continued from page 1

Sumeet H. Chugani and

Ricardo Ortiz, associate attor-

neys at Diaz, Reus & Targ, LLP:

"Remittances to Latin America
are rebounding after an 18-month
downturn. From 1998 to 2008, remit-
tances to the region increased an average
of 15 percent each year. Because remit-
tances continue to be an indispensable
lifeline for many throughout Latin
America and the Caribbean, their recent
decline (although modest) posed a sig-
nificant hardship to individuals and gov-
ernments alike. This was especially true
for those Latin American nations facing
external financing gaps. In Mexico,
remittances are the second leading
source of income, behind only oil
exports. Indeed, Mexico is the largest
recipient of remittances in the region.
Consequently, Mexico's drastic remit-
tance drop of more than 16 percent,

down to $21.1 billion in 2009, continues
to have grave consequences for that
country's fight against poverty and its
efforts at continued economic develop-
ment. Strong remittance flows through-
out Latin American are vital for both
current economic recovery and future
infrastructure building. In El Salvador,
Guyana, Haiti and Honduras, for exam-
ple, remittances continue to be a funda-
mental source of stable income. For a
region which continues to lack access to
credit, remittance flows naturally impact
the livelihood, education, business and
overall productivity of individuals who
are otherwise locked out of conventional
sources of capital gain. Certainly, tradi-
tional investments in physical and
human capital, trade and foreign direct
investment must continue in order to
allow Latin America as a region to devel-
op its infrastructure and expand its

Continued on page 4
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Economic News

Peru's Central Bank Boosts
Forecast for Economic Growth

Peru's central bank on Friday raised its
forecast for the country's economic
growth on faster-than-expected growth
in construction and manufacturing,

Bloomberg News
reported. Gross
domestic  product

will grow 6.6 percent
this year, the central
bank's president,
Julio Velarde, told
reporters in Lima.
The bank's previous
GDP growth estimate
was 5.5 percent.
Domestic demand is
rebounding and the
U.S. economy is showing more solid signs
of recovery, said Velarde. Growth will
moderate in the second half of this year,
he added. Velarde added that Peru's econ-
omy, which expanded 9.3 percent in
April, is not showing signs of overheat-
ing. Demand can increase without spark-
ing inflation, said Velarde, adding that
growth is still below its potential. "If
growth is more modest in the second half
there won't be a risk" of overheating, he
said, Bloomberg News reported. "If
growth continues to be strong month
after month, that would create a risk."
This year, the country's internal demand
could rise 8.8 percent this year, after con-
tracting 2.9 percent last year, the central
bank said. On March 26, the bank had
forecast demand growth of 6.8 percent
for 2010.

Velarde

File Photo: Peruvian
Government.

Company News

Gammon Gold Suspends Operations
at Mexican Mine Over Union Dispute

Canada-based Gammon Gold said Friday
it was suspending operations at its El
Cubo mine in Mexico due to disputes
with the miners' union, EFE reported.
Gammon has laid off 397 union workers
and will file criminal charges against
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seven executives of the union. The opera-
tions at the mine, in Guanajuato state,
will be suspended indefinitely, the com-
pany said. "Since acquiring the mine,
management has believed that EI Cubo is
a modest-sized operation with the poten-
tial to be reasonably economic; however

its economic viability has been wholly
undermined by a legacy of unacceptably
low union productivity," the company
said in a statement. Gammon has opera-
tions only in Mexico. In addition to the El
Cubo mine, it also operates a gold and sil-
ver mining complex in Chihuahua state.
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economy. However, strategically harness-
ing the contribution of remittances
through reliable transfers of funds will
play a necessary role in achieving Latin
America's ultimate goal of becoming a
significant force in the global economy.
With recent signs of growth in the U.S.
economy, remittance flows to Latin
America should not only stabilize, but
potentially surpass their previous levels."

Maricruz Aparicio, head of

savings and family remittances

at BAC Honduras in

Tegucigalpa: "The rate of
remittances to Mexico and the rest of
Latin America will continue with expec-
tations of very slow growth and recovery.
This is a good thing. However, this does
not mean remittances will reach the levels
of past years, as this depends on factors
including the state of the labor market
and the construction industry. It also
depends on immigration policies, which
are becoming increasingly stricter, like
the anti-immigrant law recently
approved in Arizona. Mexico is the most
affected by this particular law.
Remittances are extremely important as
they strengthen the balance of payments
and GDP of receiving countries.
Similarly, they have a significant impact
on domestic demand, which invigorates
investment. The effects of the interna-
tional crisis have opened opportunities
for development, especially in migration
issues. They lead to instruments and
development programs such as loyalty-
building mechanisms and strategic
alliances, which can help lead to a recov-
ery in remittances under models that are
differentiated and focused on social pro-
grams of migration protection, innova-
tion and education. Those programs have
a commitment to develop investment
opportunities, help alleviate poverty and
improve health and security."

Copyright © 2010, Inter-American Dialogue

Sergio Perez Ruiz, CEQ of More
Money Transfers in
Montevideo, Uruguay: "The
inflow of remittances to the
region is at a plateau. Any country may
experience some slight signs of recovery
such as in Mexico. However, remittances
to other countries, such as Brazil and
Paraguay, have continued to fall.

« [Remittances] are important

not only for economic recovery,

but also as the foundation for
future generations. »

— Sergio Perez Ruiz

Although the amount of remittances has
been sustained or is growing in some
cases, the volumes and average amounts
of remittances continue falling, especially
from Europe. Remittances can be the
principal driver of commerce and a main
economic support for the education of
the neediest sectors. They are important
not only for economic recovery, but also
as the foundation for future generations.
The first thing needed for a recovery in
remittances is that social safety nets in
developed countries attend to the needs
of migrants and don't discriminate
against them. Secondly, job creation will
undoubtedly be the primary vehicle for
coming out of this crisis, which is affect-
ing markets that generate remittances. It
would also be good to identify new desti-
nations where growth is leading to
demand for labor and to promote these
regions as destinations for migrants."

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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