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Can Latin America's Stock Exchanges Successfully Integrate?

Chilean President Sebastian

Pifiera said recently that plans

for Mexico's stock exchange to

join  MILA, the Mercado
Integrado Latinoamericano, which unites
Chile, Colombia and Peru's stock mar-
kets, would make the integrated
exchange's operations competitive to the
largest stock market in the region,
Brazil's Bovespa. Do you agree? Now
nearing its second anniversary, how suc-
cessful has the MILA project been? What
hurdles are likely to hold back progress?
Could MILA expand to include countries
beyond these four, which share a Pacific
market orientation? Or will another entity
emerge to compete with MILA?

Jairo Namur, head of Latin

America at SWIFT Americas:

"We have seen many successful

efforts in regions beyond Latin
America in creating a unified market-
place. Most have been spurred by the
need for smaller markets to be more glob-
ally competitive. MILA is different in that
integration is achieved through a series of
operating agreements among market
infrastructures supported by bilateral
agreements among participants. MILA's
capital markets integration goal would
give issuers greater access to funding
while providing investors a much deeper
and diverse investment pool. Members
gain from greater income due to larger
transaction volumes while achieving

economies of scale. Trading volumes are
slowly starting to rise and investors are
showing interest and acceptance. If
Mexico were to join, MILA would out-
rank Brazil's BM&FBOVESPA in terms of
total listed companies and would rank
second to Brazil in size. As foreign
investors seek to diversify, they will look
to gain unified access to invest in four
countries growing at rates above the
regional average and whose stock markets
are among the best performing. SWIFT is
very supportive of efforts to integrate

Continued on page 2

Former Stanford Financial
Executives Receive 20 Years

Gilbert T. Lopez (above), the former chief

accounting officer for Stanford
Financial Group, and Mark J. Kuhrt, the
company's former controller, were sen-
tenced to 20 years in prison Feb. 14 for
financial fraud. See story on page 2.

File Photo: Associated Press.
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FINANCIAL SERVICES BRIEFS

MetLife Sees Earnings Rise
20 Percent in Latin America

New York-based insurer MetLife on
Feb. 13 reported operating earnings
in the fourth quarter of 2012 for
Latin America of $148 million, up
20 percent, or 18 percent on a con-
stant currency basis, due to business
growth in several countries and a
one-time tax-related benefit.
Premiums, fees and other revenues
in Latin America were $839 million,
up 6 percent. Total sales for the
region increased 26 percent, driven
by growth in Mexico, Chile, Brazil
and Argentina.

Clifford Chance Elects Banking
Practice Chair as Americas Head

Clifford Chance announced Feb. 7
that Evan Cohen has been elected
the firm's Americas regional manag-
ing partner. Cohen, who has led the
firm's banking and finance practice
since 2005, will begin his four-year
term on May 1. Craig Medwick cur-
rently holds the post and will return
to the firm's corporate practice after
April 30. Both Cohen and Medwick
are based in New York.

Consumer Lending in Brazil Looks
Up Despite Rising Delinquencies
Consumer lending in Brazil is likely
to recover in the first half of 2013,
Reuters reported Feb. 6, citing credit
research company Serasa Experian.
The firm's Consumer Credit
Outlook Index rose 1.4 percent in
December to 100.3 points, reflecting
a potential upturn in the market for
the first time in about a year. A sep-
arate report from Serasa Experian,
cited by BNAmericas on Feb. 15,
stated that Brazil's consumer delin-
quency rate grew 12.9 percent last
month compared to a year ago,
however. Santander Brasil said last
month that rising delinquencies
hurt its fourth-quarter results.
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Miami Unit of Ecuador's
Banco del Pacifico Up For Sale

Miami-based Pacific National Bank, a
unit of Ecuador's Banco del Pacifico, has
been slated for sale by the end of next
month after its shares were placed under
the care of a trustee, South Florida
Business Journal reported Feb. 5. The
bank, which has $355 million in assets
and owns prime real estate on Brickell
Avenue in Miami, has
been controlled by
the government of
" Ecuador since its
| forced merger with
Banco Continental in
1999, amid a national
banking crisis. But
last year, Banco del
Pacifico was trans-
ferred from the cen-
tral bank's oversight
to state finance cor-
poration CEN, an entity that U.S. regula-
tors do not consider an acceptable finan-
cial holding company, which led to
Pacific National Bank being put under
the control of a trustee. Robert E. Barnett,
the former chairman of the Federal
Deposit Insurance Corp., is the trustee
overseeing its shares and will make the
decision on the bank's buyer. The govern-
ment would like the bank to have a sale
agreement in place by March 28, a sched-

Barnett

File Photo: Barnett
Sivon & Natter, P.C.

ule that may be difficult for officials to
meet, according to the report. In 2011,
U.S. federal regulators slapped Pacific
National Bank with a $7 million fine for
violations of the Bank Secrecy Act and
anti-money laundering laws.

Two Former Stanford Financial
Executives Sentenced to 20 Years

Two former associates of convicted Ponzi
scheme mastermind R. Allen Stanford
were sentenced Feb. 14 to 20 years in
prison each, The Wall Street Journal
reported. Gilbert T. Lopez, the former
chief accounting officer for Stanford
Financial Group, and Mark J. Kuhrt, the
company's former controller, were sen-
tenced after being convicted last
November in federal court in Houston.
Lopez was also ordered to pay a $25,000
fine. At trial, prosecutors presented evi-
dence that the two executives knew about
Stanford's misuse of assets, hid the
scheme from the public and other
Stanford employees and prevented the
activities from being discovered. Once
among the richest men in the United
States, Stanford had an estimated net
worth of more than $2 billion. However,
all of his assets were seized after his arrest.
He was convicted of using client invest-
ments in certificates of deposit sold
through his bank on the Caribbean island
of Antigua to finance several failed busi-

Featured 0&A
Continued from page 1

markets and achieve harmonization
through the use of globally accepted
standards. However, this needs to be
coupled with communication and tech-
nological platforms that create stream-
lined operations working under univer-
sally accepted best practices. MILA will
first need to resolve the regulatory and
tax issues which have hampered its
progress. If Latin America is going to
compete for investors on a global scale,
it is important to bring markets togeth-
er under one unified umbrella. MILA is
a great opportunity to achieve this."

Beatrice Rangel, director of

AMLA Consulting in Miami

Beach: "First, I believe

Bovespa's leadership in the
region to be safe for the next 10 years.
Brazilian companies went global earlier
than most Latin American counterparts
and thus have learned to master capital-
ization levels, governance and access to
capital markets. Accordingly, MILA has a
long way to go before it can challenge
Bovespa's leadership. Then, there is mar-
ket size and economic diversification.
Mexico brings this to MILA. And while

Continued on page 6
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nesses, bribe regulators and fund a lavish
lifestyle. He was sentenced last June to 110
years in prison for bilking investors out of
more than $7 billion.

Citigroup's Banamex Unit Sells
Part of Stake in Aeroméxico

Citigroup has sold more than half its
holding in Mexico's largest airline, Grupo
Aeroméxico, to a group headed by the
chairman of Mexico's largest milk com-
pany, Bloomberg News reported Feb. 12.
The investor group, headed by Eduardo
Tricio Haro, the chairman of Grupo Lala,
acquired 20.2 percent of the airline,
Aeroméxico announced. The sale includ-
ed a stake of 18.5 percent that had been
owned by Citigroup's Banamex unit.
Banamex sold the stake for 16.50 pesos
per share. After the transaction, Banamex
is left with a 16.1 percent stake in
Aeroméxico, the airline said. Tricio Haro
will become the airline's chairman and
will have a personal stake of more than 10
percent in the company, Aeroméxico
added. Andrés Conesa will remain the
carrier's  chief executive  officer.
Aeroméxico's shares jumped 8.8 percent
to close at 18.24 pesos in Mexico City.

Insurance News

Strong Latin America Results
Boost Zurich Insurance Profit

Switzerland-based Zurich Insurance
Group reported Feb. 14 that its business
operating profit rose to $4.1 billion for
2012. Fourth-quarter profit rose 82 per-
cent after higher capital gains on invest-
ments, beating market estimates. The
Latin America region played a significant
part in the company's results. "The inte-
gration of our acquired insurance busi-
nesses in Latin America and Malaysia is
progressing well and contributing mean-
ingfully to growth, as evidenced in the
strong contribution to profitability from
these areas,” chief executive officer Martin
Senn said in an earnings release. The
value of increased new business in North
America, Latin America, the United
Kingdom and Switzerland helped to off-
set the impact of the persistently low
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interest rates in Germany, the company
said. According to data reported by
BNAmericas, the gross written property
and casualty premiums and policy fees
generated by the company's Latin
American units jumped by 72 percent last
year, in local currency terms. A year ago,
Zurich said it would pay $1.67 billion to
Spain's Banco Santander for a majority
stake in its Latin American insurance
operations. The two companies said they
had reached a 25-year distribution agree-
ment that would allow Zurich's insurance

products to be sold to 36 million
Santander customers in Latin America
through its 5,600 branches.

Remittances News

Remittances to Guatemala
Rise 14.5 Percent in January

Remittances to Guatemala from the

United States totaled $357.8 million in
January, the Tico Times reported Feb. 13.
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January's rise of 14.5 percent from the
same month last year builds off of record-
high remittances to Guatemala in 2012,
which reached $4.8 billion, about $404
million more than the previous year,
according to Bank of Guatemala data.
Government officials project growth of 6
percent in remittances this year, surpass-
ing the $5 billion mark, according to the
report. Approximately 1.5 million
Guatemalans live abroad, with about 1.3
million of them in the United States. In
related news, Colorado-based Western
Union announced last month that it is
expanding its prepaid receive card pro-
gram to Guatemala. The card, launched in
El Salvador last year, is offered together
with AirPak, Western Union's agent in
Central America. It is also being rolled
out in Costa Rica. Customers can put
funds onto a prepaid MasterCard under
the arrangement, which can be used
where the card is accepted worldwide,
including at ATMs. Only about 22 percent
of Guatemalans have a bank account,
according to Western Union.

Political News

Chavez Makes Surprise Return to
Venezuela After Two Months in Cuba

Ailing Venezuelan President Hugo Chavez
made a surprise return to Venezuela in
the early morning hours of Feb. 18, after
more than two months of convalescence
in Cuba following his fourth cancer sur-
gery. Chévez's return was announced in
postings to Twitter, his first tweets since
Nov. 1. "We've arrived once again in our
Venezuelan homeland. Thank you, my
God!! Thank you, beloved nation!! We
will continue our treatment here," said
the messages, the Associated Press report-
ed. "I'm clinging to Christ and trusting in
my doctors and nurses ... Onward toward
victory always!! We will live and we will
triumph!!" Chdvez arrived back in
Venezuela at 2:30 a.m. and was transport-
ed to the Dr. Carlos Arvelo Military
Hospital in Caracas, according to Vice
President Nicolds Maduro. Chavez's
return came just days after Venezuela's
government released the first photos of
Chavez since his December surgery. The

Copyright © 2013, Inter-American Dialogue
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The Dialogue Continues

Will the Region's Hot Payroll Loan Market Burn Consumers?

Payroll lending, in which bor-

rowers repay small loans

through deductions from their

paychecks, jumped 32 per-
cent in Mexico for the 12 months
through September and 16.5 percent in
Brazil, The Wall Street Journal report-
ed last month. How is the rise in payroll
loans affecting banks and consumers
in the region? Will the number of pay-
roll loans continue increasing? Is gov-
ernment regulation adequate in this
area, or are consumers at risk of being
burned?

Mariano Corteés, lead financial
sector economist in the Latin
American and the Caribbean
region at the World Bank: "The
banking regulator in Brazil has in place
prudent lending consumer require-

photos showed him alongside his daugh-
ters, looking bloated and reading an edi-
tion of Granma, Cuba's state-run newspa-
per. Venezuelan Information Minister
Carlos Villegas said Chavez has been
breathing through a tracheal tube, which
makes it difficult for him to speak.
Villegas added that Chévez is receiving
"vigorous treatment for his fundamental
illness" and added that his treatment
"isn't free of complications." Chavez and
his government have never disclosed what
form of cancer the president is fighting,
other than to say it is in his pelvic region.
Chavez won re-election in October after
saying he was cured of cancer, but the
government delayed his inauguration last
month due to his hospitalization in Cuba.

Ecuador's Correa Sweeps
to First-Round Victory

Ecuadorean President Rafael Correa
swept to a first-round re-election victory
in the country's presidential election on
Feb. 17, trouncing his nearest opponent
by more than 30 percentage points, the
Associated Press reported. Correa won

ments in the form of maximum debt
burden ratios to try to prevent con-
sumers from becoming overstretched in
their borrowing from central bank-reg-
ulated entities. These regulations also
apply to payroll lending. To monitor
compliance with those limits, banks are
required to report individual loans of
even fairly low values. Of course, it is
possible that those consumers may be
also borrowing from other sources and
thus their full indebtedness is not cap-
tured by the central bank. However, the
authorities and industry association do
conduct consumer surveys to keep track
of their borrowing from all sources."

Editor's note: The above is a continua-
tion of a QA in the Jan. 24-Feb. 6 issue
of the Financial Services Advisor.

another four-year term with 56.9 percent
of the vote, with 57 percent of ballots
counted. His nearest challenger, banker
Guillermo Lasso, managed to garner only
23.8 percent of the vote. Lasso conceded
on election day. Former President Lucio
Gutiérrez finished third with 6 percent,
and the rest was divided among the five
other candidates in the race. "In this rev-
olution the citizens are in charge, not cap-
ital," Correa said in declaring victory.
Correa, who took office in 2007, is consti-
tutionally barred from seeking another
term after his new one.

Approval Rating of Peru's
Humala Rises to 57 Percent

Peruvian President Ollanta Humala's
approval rating has risen 7 percentage
points since December to 57 percent, state
news agency Andina reported Feb. 7. His
disapproval rating fell 1 percentage point
to 36 percent. The poll, conducted by
Datum Internacional, shows that 29 per-
cent of Peruvians said they approved of
Humala because of his management of
the state, while 23 percent said they were
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satisfied with the country's economic sta-
bility. Twenty-two percent said they
approved of Humala primarily due to his
management of social programs. The for-
mer left-leaning military leader has been
balancing the desire for more business
investment with social opposition to
large-scale mining projects. He also faces
controversy over a pending decision
whether or not to pardon imprisoned for-
mer President Alberto Fujimori, who says
he has cancer. Humala's cabinet does
share his relatively high level of public
support, however. The approval rating of
Minister of Economy and Finance Luis
Castilla reached 30 percent in the poll,
while the approval rating of Prime
Minister Juan Jiménez stood at 21 per-
cent. A total of 1,217 people were sur-
veyed Feb. 1-5 for the poll, which has a
margin of error of plus or minus 2.8 per-
centage points.

Economic News

Venezuela Warns Businesses
Against Raising Prices

Venezuela has warned businesses in the
country not to raise prices in the wake of
the government's devaluation of the boli-
var, adding that the weakening of the cur-
rency will not lead to a rise in inflation,
the Financial Times reported Feb. 14.
Earlier this month, the government cut
the official exchange rate to 6.3 bolivars
per dollar from the previous rate of 4.3
per dollar. Since then, the black market
exchange rate has climbed to a record
high of more than 22 per dollar. After
Venezuela's last devaluation in January
2010, President Hugo Chévez expropriat-
ed supermarkets he considered to be
excessively raising prices. Vice President
Nicolds Maduro, who has been standing
in for the ailing president, could crack
down in a similar way. Venezuelan busi-
nesses are concerned that the latest deval-
uation will make it increasingly difficult
for them to legally obtain dollars for
imports, possibly forcing them to turn to
the black market. Imports make up about
a third of Venezuela's consumption. The
day of the devaluation, the government
also scrapped the Sitme, a system run by

Copyright © 2013, Inter-American Dialogue

the central bank that had allowed busi-
nesses to obtain dollars for 5.3 bolivars
each. Businesses have criticized Finance
Minister Jorge Giordani for not announc-
ing an alternative source of dollars. U.S.-
based consumer goods maker Procter &
Gamble said that its earnings would take
a hit as a result of the devaluation. The
company, headquartered in Cincinnati,
said the government's move would lower
its earnings by $200 million to $275 mil-
lion. Colgate-Palmolive said earlier that
the devaluation would cost it $120 mil-
lion and Avon said it would lose $50 mil-
lion. Colombian Finance Minister
Mauricio Cérdenas has also expressed
concerns that the weakening of the boli-
var would lead to a rise in goods being
smuggled across the border.

Jamaica Planning Debt Swap
as Country Faces Economic Crisis

Jamaica's government is planning its sec-
ond debt swap in three years as the
Caribbean nation is facing a crisis in
which its debt stands at 140 percent of
gross domestic product, one of the
world's highest levels, BBC News report-
ed. "If this debt is not reduced, Jamaica
faces a dismal future," Prime Minister
Portia Simpson Miller said in a televised
address Feb. 13. Approximately 55 percent
of the government's spending goes to
paying off Jamaica's debt and 25 percent
is used for wages. That leaves only 20 per-
cent for the rest of the budget, including
health, education and security. The debt
swap is an effort to satisfy requirements of
Jamaica's deal with the International
Monetary Fund. In the debt swap, the
government said it will seek "significant
sacrifices" from domestic bondholders
and financial institutions in converting
high-cost debt to lower-cost debt. The
move follows a similar debt swap in 2010,
in which bondholders accepted a hit.
Another swap will disappoint bondhold-
ers, said Finance Minister Peter Phillips,
who urged creditors to take the deal. The
swap would reduce Jamaica's ratio of debt
to GDP by 8.5 percent annually until
2020, said Phillips. Jamaica has been
struggling as global economic woes have
held back tourism from the United States
and Europe.
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POLITICAL & ECONOMIC BRIEFS

U.S. Bars Officials From Machu
Picchu Over Kidnapping Risk

The U.S. State Department has pro-
hibited personal travel by American
officials to Peru's top tourist desti-
nation, Machu Picchu, over a
heightened risk of kidnapping,
Bloomberg News reported Feb. 14.
"The Embassy has received informa-
tion that members of a criminal
organization may be planning to
kidnap U.S. citizen tourists in the
Cusco and Machu Picchu area," the
U.S. embassy in Lima said in a Web
site alert. The embassy said the
threat is credible at least until the
end of February. Peru's tourism rev-
enue is expected to have grown 11
percent last year, to $3.3 billion.

Mexico's Industrial Production
Falls for First Time in Three Years

Mexico's industrial production fell
in December for the first time in
three years, Bloomberg News
reported Feb. 11. The unexpected
drop of 1.1 percent as compared to
the year before was led by retrench-
ment in the construction and man-
ufacturing sectors, according to data
from government statistics agency
INEGI.

'‘Baby Doc' Duvalier Fails to
Appear for Court Hearing

Former Haitian ruler Jean-Claude
"Baby Doc" Duvalier failed to show
up Feb. 7 for a court hearing con-
nected to allegations that he com-
mitted crimes against humanity
during his 1971-1986 rule, BBC
News reported. A judge rescheduled
Duvalier's appearance to Feb. 21 and
did not punish him for not attend-
ing the hearing. Duvalier unexpect-
edly returned to Haiti in 2011 after
25 years in exile. Amnesty
International and the Open Society
Justice Initiative said Duvalier "must
not evade justice."
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Featured 0&A
Continued from page 2

MILA has covered a lot of ground since
its inception, there are hurdles to its
growth that need to be taken into
account. These include lack of harmo-
nization of capital market rules and reg-
ulations among MILA members and
Mexico's stock exchange, attachment of
most Latin American entrepreneurs to
control, low levels of adoption of
Sarbanes-Oxley rules on accountability
by Latin American enterprises and, above
all, the cost of compliance. Becoming a
public company entails higher cost struc-
tures. In these times of enhanced compe-
tition, many companies refrain from
going public so as to maintain low cost
structures.”

Ricardo Ortiz and Paola

Sanchez Torres, Associates at

Diaz Reus & Targ, LLC: "On

May 30, 2011, the Chilean,
Colombian and Peruvian stock exchange
markets were integrated into the MILA
trading platform. It is the largest
exchange in the region in terms of com-
panies listed; however, it remains only
the second largest in terms of capital,
with the largest being Brazil's Bovespa.
On Sept. 24, 2012, MILA announced
that the Mexican Stock Exchange would
integrate with MILA. However, the inte-
gration into MILA will not take place
until the first half of 2014, as Mexico
must first satisfy certain requirements.
When completed, the Mexican Stock
Exchange will incorporate over 134
companies into MILA, which will then
surpass Bovespa as the largest market in
Latin  America. Notwithstanding,
Mexico's incursion to MILA is not a new
subject; on Dec. 4, 2011, Mexico signed a
letter of intent promising to analyze its
entry into the trading platform, thus
finalizing the first step toward becoming
part of MILA. Mexico's entrance into
MILA is has been long awaited, as MILA
has suffered a slow start, evidenced by
the low volume of trading during its first
year. The Mexican exchange is expected
to increase investor confidence and
boost volume, as it is one of the most
important in the region. However, there
is much to do before Mexico integrates
into MILA. The second stage of the

Copyright © 2013, Inter-American Dialogue

entrance process will take more than a
year and consists of modifications to the
Mexican legislation on the Mexican
Stock Exchange. Therefore, Bovespa can
rest assured that it will remain the largest
exchange in the region for at least a cou-
ple more years."

Lucy Pamboukdjian, interna-

tional business officer at

BM&FBOVESPA: "MILA's

plans are to present Chile,
Colombia and Peru as investment oppor-
tunities to the global investment commu-
nity, rather than to compete with Brazil.
Volumes on MILA are indeed low so far,
and even adding Mexico as a member,
today's numbers will show a strong
Brazilian market share on volumes,
trades and capital-raising activity. An
integrated Latin American capital market
is a common objective, and despite long
being pursued, it is now becoming a real-
ity with MILA. When the incorporation
of Brazil is in practice, no other competi-
tors will emerge to compete in Latin
America against these strongly integrated
markets, adding value to players enabling
an enhanced regional flow on financing,
trading and asset allocation, from south
to north. MILA has undoubtedly started
the process and achieved a first goal
toward a common ground on market
rules and practices with exchanges, play-
ers and, most importantly, with regula-
tors. Even Brazilian banks are becoming
part of this regional integration, as they
are spreading their activities into Chile,
Peru, Colombia and Mexico. Brazil has
been cooperating strongly with these
exchanges, supporting them on the
transferring BM&FBOVESPA's knowl-
edge toward new regional possibilities.
The creation of the exchange-traded
derivatives market in Chile by the
Santiago ~ Stock  Exchange  and
BM&FBOVESPA together, announced in
April 2012, using BM&FBOVESPA's
model on sound and robust infrastruc-
ture, is an example, while Peru's and
Colombia's exchanges have
BM&FBOVESPA's support to develop
direct market access to boost exchange-
traded derivatives or to enhance post-
trade services."
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