
QLast year, Colombia, Peru and
Chile announced that they would
combine their stock markets into
the Mercado Integrado

Latinoamericano (MILA), which propo-
nents say will propel regional growth and
increase liquidity to the private sector.
MILA's executive committee said April 5
that the market is set to begin the first
phase of integration on May 30. What are
the advantages and drawbacks of the inte-
grated exchange? Are the right regulatory
and technical mechanisms in place for a
smooth transition? What role should the
government, central banks and financial
regulators play in the process moving
ahead? Is it likely that other stock
exchanges will join MILA in the near
future?

AAlfredo Coutiño, director for
Latin America at Moody's
Economy.com: "The integration
of stock markets among the three

Andean countries is one more of the Latin
American efforts to take advantage of
regional resources, infrastructure and
economies of scale for mutual benefits of
the parties involved. The main purpose of
this new integration effort is to develop
and deepen the capital market in this
region in order to expand the financing
sources for private firms. The integrated
market is expected to become a local
source of funds with the same rules and
regulations for the trilateral companies.
Ideally, a Chilean firm could be able to

issue and trade its own shares in Colombia
and Peru as it does in its local market. The
main challenge for this integration is not
only to eliminate barriers but also to make
the rules homogeneous. This process could
take several years not only because of the
complexity of the different rules already in
place, but also because it will represent
more competition for local firms.
Governments will have to give local com-
panies time to adjust to the new environ-
ment of more competitors. At the begin-
ning, the functioning of the market is
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Mexico's Senate on Wednesday
approved measures allowing federal
lawmakers to seek re-election and also
permit independents to seek office. Sen.
Graco Ramírez said the changes would
create a "more democratic system." See
story on page 2.
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Political News

Mexico's Senate Approves 
Re-Election for Federal Lawmakers

Mexico's Senate on Wednesday approved
amending the country's constitution to
allow federal legislators to run for re-elec-
tion and also let independent candidates
run for office, the Associated Press report-
ed. Proponents of the changes, who won
their approval on a 95-8 vote with eight
abstentions, say they will make politicians
more accountable to voters. Currently, a
political party must endorse any candi-
date for office and all elected officials are
barred from running for re-election. The
measure approved by the Senate only
allows federal legislators to run for re-
election, but it permits independent can-
didates to run for local, state and federal
offices. Currently, because politicians are
restricted to one term, they are less
accountable to voters and instead spend
time seeking favor from their parties in
order to win nomination to other posi-
tions, say supporters of the change. The
proposals will create "a more democratic

system, one closer to the people that rep-
resents the interests of society," Sen.
Graco Ramírez of the leftist Democratic
Revolution Party told the AP. The changes
must be approved by Mexico's Chamber
of Deputies and  President Felipe
Calderón to take effect.

Economic News

Colombia May Seek to Limit Peso's
Gains by Keeping $1.5 Bn Overseas

Colombia's government may seek to curb
gains in the peso by delaying its plans to
repatriate $1.5 billion kept overseas,
Bloomberg News reported Wednesday,
citing Public Credit Director Germán
Arce. "We want to avoid unnecessary
pressures on the peso," Arce told the news
service in an interview. Colombia has
repatriated a "small" part of the money,
which is related to dividends paid by state
oil company Ecopetrol, said Arce. The
government also has used a portion to
make payments outside Colombia. The
peso has gained 7.5 percent against the
U.S. dollar this year.
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Colombia to Charge Two Top Uribe
Officials in Spy Scandal  

Colombia's chief prosecutor, Viviane
Morales, issued a statement
Wednesday saying she intends to file
criminal charges against two top
officials from the administration of
former President Álvaro Uribe, the
Associated Press reported. Morales
said she would file conspiracy and
abuse of power charges against for-
mer chief of staff Bernardo Moreno
and former domestic intelligence
chief Maria del Pilar Hurtado. At
least 20 former officials of the
domestic security agency have been
jailed.

Uruguay May Raise Reserve
Requirements: Central Bank Chief 

Uruguayan policymakers can't rule
out an increase in reserve require-
ments to help slow inflation, central
bank President Mario Bergara said
Wednesday, Bloomberg News
reported. High commodity prices
and low unemployment have driven
inflation above the 7 percent limit of
the bank's target range, pushing it to
raise the benchmark interest rate to
7.5 percent at its March 23 meeting.
According to Bergara, the bank is
waiting for April figures before
deciding on any further measures.

Scotiabank Jamaica Reducing
Lending Rates to SMEs

Scotiabank Jamaica is reducing
lending rates to small- and medium-
sized enterprises, or SMEs, by 100
basis points effective May 1, the
Jamaica Observer reported
Wednesday. SMEs will be able to
have an interest rate reduction to
14.75 percent from 15.75 percent on
loans of as much as 20 million
Jamaican  dollars ($235,849) for the
first year of the loan. The facility is
valid until Oct. 31 at which time the
bank will review interest rates.

expected to be slow and with modest
results. The transition could be long-
lasting, since the market is not expected
to have a supranational regulator or
supervisor. The role of governments and

financial authorities will be important,
not only in making the rules homoge-
neous, but also in implementing regula-
tions and supervision with international
standards. The attraction to other mem-

bers will depend on the success or failure
of the MILA. In any case, new members
should not be expected in the short run,
since there are other integration efforts
in progress at bilateral levels."

ACarlos Arata, associate at
Estudio Grau Abogados in
Lima: "We can find advantages
for all the participants in the

stock markets, from investors and issuers
to regulators and brokers. For investors,
the advantage is that they will have many
more investment alternatives, which will
allow them to diversify and assume dif-
ferent country risks, considering that
each of the markets making up the MILA
are specialized exchanges, which comple-
ments all of them: Peru for its mining
and financial services companies, Chile
for retail and energy and Colombia for
petroleum. Issuers, as well, will have a

Featured Q&A
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“ The main challenge for 

this integration is not only to

eliminate barriers but also to 

make the rules homogeneous.”
— Alfredo Coutiño



Company News
Redecard Reports 20 Percent Drop 
in Net Income for First Quarter

Brazilian payment card processor
Redecard on Wednesday reported a 20
percent drop in net income for the year's
first quarter as costs rose, Reuters report-
ed. The company's profit declined to
281.3 million reais ($179.3 million) in the
quarter, down from 352.6 million reais
for the same period a year earlier. A
Reuters poll of seven analysts had pre-
dicted a 22 percent decline in profit to
274 million reais. Profit was 348.7 million
reais in the fourth quarter of 2010, mean-
ing quarterly profit fell 19.3 percent.
Costs rose to 247.8 million reais in the
first quarter, a 43 percent increase year-
on-year as the company has been spend-
ing to improve customer service. Also,
Redecard invested in a recruitment drive
last year, leading personnel costs to grow
53 percent. Personnel costs declined 10
percent in the first quarter as compared
to the previous three-month period. Also,
credit card transaction volumes grew 3.9
percent year-on-year in the first quarter
in terms of spending, but they declined
9.9 percent from the fourth quarter. The
government has been tightening in an
effort to curb inflation and the higher
interest rates are believed to be bringing
down transaction volumes. Redecard had
1.14 million payment machines in opera-
tion in the first quarter, a 12.4 percent
increase from March 2010. Income from
the machines' rental declined 19.4 per-
cent from last year as more competition
entered due to a more open market.
Redecard's net operating revenue
increased 0.6 percent year-on-year in the
first quarter to 811.1 million reais and
earnings before interest, tax, depreciation
and amortization declined 17.7 percent
from a year earlier to 464.9 million reais.

Citigroup Eyes Hiring in Brazil 
as Banks Compete for Talent

U.S.-based Citigroup has increased its
hiring in Brazil as foreign banks compete
for talent in Latin America's biggest
economy, the Financial Times reported
today. The New York-based bank has

hired 380 people in Brazil in April in
addition to 400 hired in the first quarter,
Citigroup executives said Wednesday in
São Paulo during a visit by the bank's
chief executive officer, Vikram Pandit.
The bank has 7,000 employees in Brazil,
double the number it had five years ago.
"We need skilled qualified people," said
Pandit. "A lot of the emerging markets
are exactly in this place." Citigroup is
looking to expand in emerging markets
as part of its efforts to recover from loss-
es to competitors during the global
financial crisis. Citi wants to hire 500
bankers and traders globally during the
next two years in order to boost its
investment banking and securities offer-
ings. Henrique José Szapiro, Citi's human
resources and corporate affairs officer in

Brazil said the company wants to attract
expatriate Brazilians back to their native
country. "It's gone
beyond that phrase
of 'a war for tal-
ent'—we're beyond
that," said Szapiro.
Despite annual loan
growth of more than
20 percent in Brazil
in the past few years,
Pandit said Brazil is
not experiencing a
bubble in credit. He added that inflation
is a concern to be addressed in all emerg-
ing markets. "Almost all emerging mar-
kets are operating at capacity if not over-
capacity," said Pandit.

IInntteerr--AAmmeerriiccaann  DDiiaalloogguuee’’ss  LLaattiinn  AAmmeerriiccaa  AAddvviissoorr TThhuurrssddaayy,,  AApprriill  2288,,  22001111

Page 3 of 4Copyright © 2011, Inter-American Dialogue

Subscriber Notice

Inter-American Dialogue Discussion on

Argentina's Political Outlook

with

Sergio Berensztein
Director,

Poliarquía Consultores

and

Hernán Charosky
Executive Director,
Poder Ciudadano

Tuesday, May 3
4:00 - 5:30 p.m.

Inter-American Dialogue
1211 Connecticut Ave., NW, Suite 510

Washington, DC

RSVP to meetings@thedialogue.org

Please include your name and affiliation.

Pandit

File Photo: Citigroup.



Page 4 of 4Copyright © 2011, Inter-American Dialogue

IInntteerr--AAmmeerriiccaann  DDiiaalloogguuee’’ss  LLaattiinn  AAmmeerriiccaa  AAddvviissoorr TThhuurrssddaayy,,  AApprriill  2288,,  22001111

bigger 'market' of investors, allowing
them to access to more funds to finance
their activities and reduce financing
costs. Regulators will have the opportuni-
ty to share experiences with the other reg-
ulators and learn from each other. The
advantage for brokers is obvious as long
as they will be able to offer more opera-
tions to their clients and therefore charge

more fees. Finally, but not less important,
the whole market benefits from this inte-
gration. Brokers, with more competence,
will need to charge more competitive
fees; issuers and investors will become
more familiar with different investment
schemes and investing cultures, making
markets much more sophisticated. Since
last year, the three exchanges and their
regulatory bodies have been working and
issuing corresponding regulations in
order to allow MILA to function correct-
ly and efficiently. Likewise, all the techni-
cal tests have been done, so MILA should
be working with no problems. In the case
of Peru, the government has acted very
quickly and efficiently in order to
approve the corresponding tax regula-
tions that will allow the Peruvian market
to compete with the other members of
MILA. No news has been published
regarding other stock exchanges joining
MILA, but Argentina could be the next
member and considering its size,
Argentina's joining could be very attrac-
tive for all parties."

AAlberto J. Bernal, head of
research at Bulltick Capital
Markets in Miami: "The MILA
is an important milestone in

the process of regional economic inte-

gration by countries that believe in the
positive social dividend of following
investor friendly policies. The basic idea
of the MILA is to allow for pension
funds and other institutional investors
to access a market that will literally triple
in terms of daily trading liquidity (vol-
ume) and in terms of the number of
available stocks (to be available for pur-
chase by investors). Increased market
liquidity and a broader access to stocks
will allow institutional investors to
become much more active in their trad-
ing strategies. And with increased activi-
ty, more initial public offerings from
corporations will necessarily follow (and
at a lower cost for the respective corpo-
rations). The lower the cost of issuance
that a corporation needs to condone, the
better the social return of new real
investment. Implementation risks
remain present because of the existence
of differing laws and different 'rules of
the game' governing institutional
investors. That said, the fact that
Colombia is likely to receive an invest-
ment grade rating from Moody's soon,
coupled with the fact that technicians
from all three countries have been
preparing the structure of trading for
quite some time, should help to make
this process as smooth as possible. I only
see real risks to the implementation of
the joint market from the Peruvian side.
Unfortunately, it now seems likely that
candidate Ollanta Humala will win the
Peruvian presidential election in June. It
would be quite irresponsible from an
analyst standpoint to 'forget' that Mr.
Humala has argued many times in the
past that he is very antagonistic to mar-
ket economics, and that he believes that
nationalization of private property
should be a policy choice in some
instances. Hopefully, Mr. Humala will
'behave' if he gets to be elected. But there
is no certainty that he will."

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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“ Each of the markets 

making up the MILA are 

specialized exchanges, which

complements all of them.”
— Carlos Arata
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