
QMortgage lending helped push
Peru's level of bank loans up
more than 15 percent last year,
the central bank announced in

January. The country's banking associa-
tion, Asbanc, is forecasting a similar
increase for this year. What factors are
driving Peru's bank lending? Is the cur-
rent level of growth sustainable? Are
proper regulations in place so that bor-
rowers do not become overburdened?

AFrancisco Durand, professor of
political science at the Catholic
University of Peru: "Some of the
reasons for this trend are the

sustained export bonanza, positive invest-
ment flows and the extension of credit to a
growing middle class, even to the poor.
Other factors include booming illicit
activities (coca and cocaine production,
'pirated' products and smuggling). All this
has propelled bank liquidity, which has
underpinned a strong and still-active con-
struction boom in Lima, Arequipa and
other cities. High-income Peruvians are
investing their devalued dollars in land,
apartments and summer houses and spec-
ulating with growing prices and sustained
rent increases. Yet, now that the export
boom is slowing down, the question
experts ask is how long this trend can be
sustained. Perhaps one more year. Private
banks and the Peruvian central bank are
beginning to worry and have introduced
more conservative measures, an indication

that the days of easy bank lending are over.
In terms of regulations, there is very little
progress. Peru is a country where financial
institutions are weakly regulated and still
have the political clout necessary to pre-
vent or water down regulatory initiatives
to defend overburdened borrowers."

ARichard Francis, director in the
sovereign ratings group at
Standard & Poor's: "While
domestic credit grew by 15 per-

cent in 2012, it is important to note that
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Are Peru's Banks at Risk of Lending Consumers Too Much?

Patrick de Larragoiti Lucas, chairman of
SulAmérica, said his family will increase
its stake in the Brazilian insurer to 31.9
percent from 24.8 percent and will hold
more than 50 percent of the company's
voting shares. See story on page 2.
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HSBC Sells Panama Unit to
Bancolombia for $2.1 Billion

HSBC said Feb. 21 it is selling its Panama
business to Bancolombia for $2.1 billion,
Dow Jones reported. The deal marks the
continued expansion of Medellín-based
Bancolombia in Central America, where
it is already present in Guatemala and El
Salvador. HSBC's Latin America chief
executive, Antonio Losada, said the
British bank now will concentrate on its
core markets in Brazil, Mexico and
Argentina. Latin America contributed
around 9 percent to HSBC's pretax profit
in the first half of 2012, with Brazil being
the bank's fourth-biggest contributor,
after Hong Kong, Canada and India.
HSBC incorporated its Panama bank in
1972. HSBC Bank (Panama) is the third
largest bank in the country with about 8.5
percent market share. It has 45 branches,
263 ATMs and approximately $7.6 billion
in assets.

UBS Finalizes Acquisition 
of Brazil's Link Investimentos

Switzerland-based UBS said Feb. 25 that
it has completed its acquisition of Link
Investimentos, Brazil's largest independ-
ent brokerage firm. In a statement, UBS
said the move establishes "a strong plat-
form" for the firm's expansion in Brazil,

enabling it to provide wealth manage-
ment and onshore investment banking
services there. Link has led in derivatives
transactions on the BM&FBovespa,
Brazil's largest stock exchange, for the
past decade with about 16 percent market
share. It has 8.9 percent of the market of
total shares transacted on the exchange.
UBS recently opened a new office in São
Paulo's financial district, which will
become the new headquarters of UBS
Brasil. Link is a private partnership with
72 partners and approximately 170
employees. UBS reportedly offered $112
million for Link in a deal announced
nearly two years ago, according to
Bloomberg News. 

Insurance News

ING Sells Part of SulAmérica
Stake to Brazil's Larragoiti Family

Holland-based financial services giant
ING on Feb. 28 agreed to sell part of its
36.5 percent stake in SulAmérica to the
Brazilian insurer's founding family,
Bloomberg News reported. Although the
announced agreement is only for 6.5 per-
cent of its stake, ING is preparing for a
full exit from the company, Brazil's third-
largest insurer, under European Union
orders to divest assets after a 2008 govern-
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Remittances to Mexico Fall 
for Seventh Straight Month

The amount of remittances sent
home from Mexican workers abroad
declined 2.3 percent in January,
Goldman Sachs said in a research
note March 1. Citing central bank
data, the Wall Street firm noted that
remittances remained soft for the
seventh consecutive month of year-
over-year declines. Remittances in
January totaled $1.5 billion, a figure
that has less purchasing power for
Mexicans than last year, as a
stronger peso currency has made the
U.S. dollar less attractive.

Peru's Private-Sector Credit
Grows 14 Percent Over Past Year

The amount of credit provided to
Peru's private sector grew at a rate
of 14.2 percent over the past 12
months, but the growth of credit
slowed to 0.1 percent in January,
state news agency Andina reported
March 2. Credit to enterprises fell
0.5 percent in January, while credit
to individuals showed a monthly
growth rate of 0.6 percent, accord-
ing to central bank data. Both fig-
ures were lower than in the month
of December 2012. Within the per-
sonal credit segment, consumer
loans grew 0.1 percent and mort-
gage credit grew 1.3 percent in
January, both lower than in
December. 

Colombia Names Goldman Sach’s
Janna as Public Credit Director

Colombian Finance Minister
Mauricio Cárdenas on Feb. 25
named Michel Janna to be the coun-
try's new director of public credit.
Janna, who was most recently
Goldman Sachs' head of sovereign
risk for the Americas, replaces Maria
Fernanda Suarez, 38, who is leaving
for personal reasons, according to
the report.

Banking News 

the overall economy grew by about 9
percent in nominal terms, therefore the
growth in credit is not alarmingly high.
We consider growth levels of 10-15 per-
cent sustainable given the relatively low
overall domestic credit in the country at
32 percent of GDP (much lower than
other investment-grade countries such
as Chile, Panama, Brazil and even
Colombia). Rising employment levels,
lower informality and a growing middle
class in Peru are driving bank lending
overall. Peruvian regulations follow
international standards and are in line
with Basel II. Furthermore, there is an

established timetable to implement
Basel III. Additionally, minimum capi-
tal requirements in Peru are set at 10
percent and incorporate countercyclical
provisions. One key worry of S&P is
that although loans in foreign currency
have decreased significantly over the
past decade, in part due to some regula-
tory measures, they are still high and in
fact increased last year to 43 percent of
overall domestic credit. The rise was
particularly noteworthy in the con-
sumer and mortgage sectors. Many of
these loans are directed to non-foreign
currency earners and would represent a
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ment bailout, according to the report. The
European Union's deadline is the end of
2016. ING said the deal will not have a
material impact on earnings. Its remain-
ing stake in the Rio de Janeiro-based
insurer is worth about $813 million,
Bloomberg News reported. Under the
agreement, the Larragoiti family will
increase its stake in SulAmérica to 31.9
percent from 24.8 percent and will hold
more than 50 percent of the insurer's vot-
ing shares.

Pan-American Life Names 
Two New Board Directors

New Orleans-based Pan-American Life
Insurance Group on Feb. 27 named Jerry
Carlisle and Wendell Mottley to the com-
pany's board of directors. Carlisle, an
adjunct professor at Tulane, previously
served as deputy inspector general for the
City of New Orleans.  Mottley, who most
recently worked at Credit Suisse in New
York, served as finance minister of
Trinidad & Tobago between 1991 and
1995.  Most recently, he was Chairman of
the Trinidad & Tobago Unit Trust. Last
year, Pan-American bought MetLife
assets in 15 countries of Central America
and the Caribbean for $675 million.

Remittances News

Bank of America Discontinues
Mexico SafeSend Program 

Bank of America has discontinued a pro-
gram that allowed customers to transfer
money to friends and family in Mexico
for free, the Orange County Register
reported March 2. The SafeSend product,
started in 2003 and discontinued in
February, simply failed to catch on,
according to the bank. "There was really
limited demand for the service," said
Betty Riess, a spokeswoman for Bank of
America. Under the program, customers
could send up to $1,500 without incur-
ring transfer fees. Recipients could pick
up the cash at more than 5,000 locations
in Mexico through partner organizations
such as Banco Santander. The Inter-
American Dialogue's Remittances and
Development Program had rated

SafeSend among the least expensive from
40 money-transfer options, according to
the report. Manuel Orozco, who runs the
program, told the newspaper he was sur-
prised Bank of America killed the prod-
uct. The demand for money transfers is
growing," Orozco told the Register.

Western Union Foundation Invests
in Mexico Education Programs

Colorado-based Western Union said Feb.
27 the company and its corporate founda-
tion would together make a $500,000

grant to the U.S.-Mexico Foundation. The
two-year grant will support education
and economic development programs.
"Research and our own experience shows
that quality education is one of the surest
pathways to prosperity," said Martha
Smith, CEO of the U.S.-Mexico
Foundation, in a press release. The project
seeks to expand "high-impact educational
opportunities" to communities through-
out Mexico and aims to transform the
education system by strengthening
teacher quality and teaching methodolo-
gies, and increase parental engagement. 
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QChilean President Sebastián
Piñera said recently that
plans for Mexico's stock
exchange to join MILA, the

Mercado Integrado Latinoamericano,
which unites Chile, Colombia and
Peru's stock markets, would make the
integrated exchange's operations com-
petitive to the largest stock market in
the region, Brazil's Bovespa. Do you
agree? Now nearing its second
anniversary, how successful 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?

AJorge Lara Urbaneja, interna-
tional business consultant
based in Bogotá: "The MILA
stock exchange market treaty

purports to unify Chile's, Colombia's
and Peru's stock markets, initially
allowing investors in the three countries
to participate in the three exchanges,
and also creating an important interna-
tional stock market for the unified
exchanges. MILA does not compete
directly with Bovespa, which is located
in one jurisdiction, Brazil, and mainly
trades in structured products. In order
to promote MILA internationally, the
three exchanges have selected Standard

& Poor's to develop the S&P/MILA 40,
which will be a market capitalization
index that will group the 40 most trad-
ed and representative stocks of the three
countries. But the operation of this
combined stock exchange is not yet a
reality. At present, the regulations appli-
cable are different in each MILA juris-
diction. Investors within MILA coun-
tries are in fact doing foreign invest-
ments, subject to rules that must be
complied with in each relevant jurisdic-
tion. Colombian investors acquiring
stocks in Chile or Peru must hire
traders at each end of the transaction
and incur a double currency conver-
sion, because the Colombian currency
is not yet internationally convertible.
Chile, which has the largest capitalized
stock market in MILA, is seeking to add
Mexico into the combined market
because the size and international
exposure that this stock market has had
since last century should attract inter-
national investors. And, with this in
mind, MILA should expand and
include other stock markets, whether or
not on the Pacific, because its viability
depends from its capitalization and
participation from different jurisdic-
tions."

Editor's note: The above is a continua-
tion of a Q&A in the Feb. 7-20 issue of
the Financial Services Advisor.

The Dialogue Continues

Can Latin America's Stock Exchanges Successfully Integrate?

http://www.thedialogue.org/uploads/LAA/FSA/2013/FSA130220.pdf
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Credit Card News

MasterCard Launches New Mobile
Phone Payment Tool in Brazil

MasterCard announced Feb. 27 it has
launched its near field communication
payment services in Brazil. The project,
launched in partnership with Itaú, TIM,
Redecard, and Gemalto, will provide
consumers with more convenience when
shopping, according to a press release.
Using MasterCard's Mobile PayPass tech-
nology, a consumer can tap a smart
phone onto the merchant's point of sale
from Redecard, and the payment is made
instantaneously. Purchases are charged to
a virtual account stored in the account
holder's smart phone and billed via the
account holder's Itaú-issued statement,
similar to the way traditional payment
card-generated payments are billed today,
the company said. MasterCard is target-
ing fast food restaurants, public trans-
portation, fuel service stations, drug-
stores, vending machines and movie the-
aters, among other points of sale.
MasterCard says it has made "a number"
of smart phones equipped with the tech-
nology available to Itaú customers, which
can be used at select merchant locations
in the cities of São Paulo and Rio de
Janeiro. 

Political News

Venezuelan Prosecutors Lodge
Charges Against Chávez Opponent

Venezuelan prosecutors filed charges Feb.
28 against Leopoldo López, accusing him
of illegally accepting donations from the
country's state oil company and using
them to establish a political organization,
the Associated Press reported. López, a
prominent opponent of President Hugo
Chávez, denies the charges, and his sup-
porters see the matter as part of an effort
by Chávez's government to crack down
on dissent. Prosecutors allege that López's
mother, Antonietta Mendoza de López,
who was working for PDVSA at the time,
authorized payments from the oil compa-
ny to her son. López then used the money

to establish First Justice, an organization
that later became a popular political
party, prosecutors allege. López's mother
also faces criminal charges. Neither has
yet been arrested. If convicted, López and
his mother could each face two to four
years in prison, the prosecutor's office
said. López, who claims the case is politi-

cally motivated, arrived at the prosecu-
tor's office with several supporters who
chanted, "We have no fear!" López told
reporters that he believes Vice President
Nicolás Maduro, who has been standing
in for the ailing Chávez, put pressure on
prosecutors to file the charges. "I don't
believe in Venezuela's justice system," he
told reporters before entering the prose-

cutor's office. "I'm here to give testimony,
to give testimony that I'm not scared."
Maduro has said that Chávez is fighting
for his life. The president "is battling there
for his health, for his life, and we're
accompanying him," said Maduro. The
vice president has used similar phrases
previously to describe Chávez's condi-
tion. Chávez spent more than two months
in a Havana hospital after his latest cancer
surgery on Dec. 11. He has not spoken
publicly since then. He was unexpectedly
brought back to Venezuela in the early
morning hours of Feb. 18, and the gov-
ernment has said he continues to receive
treatment at a military hospital in
Caracas.

Argentina Tells U.S. Court it 
Won't Pay Holdout Bondholders

Lawyers for Argentina on Feb. 27 told a
U.S. appeals court that their client would
not cave in to demands that it pay a group
of bondholders, Reuters reported. The
2nd U.S. Circuit Court of Appeals in New
York heard more than two hours of argu-
ments over the case. "We would not vol-
untarily obey such an order," Jonathan
Blackman, a lawyer for Argentina, told a
three-judge panel. Blackman added that
the South American country is open to a
solution that is "workable and doesn't
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Advisor Video

Financial Crime Trends in the Caribbean 
and Their Implications for Jamaica

an Inter-American Dialogue discussion featuring 

Peter Bunting, Jamaica's Minister of National Security

Mark Golding, Jamaica's Minister of Justice 

with commentary by Financial Services Advisor board members

Earl Jarrett, the general manager of Jamaica National Building Society

Manuel Orozco, the director of the Dialogue's remittances program

View a recording of the Feb. 22 webcast.

http://www.thedialogue.org/page.cfm?pageID=32&pubID=3236&s=
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create a terrible confrontation." The court
is expected to decide sometime next
month whether to reverse an order that
the Argentine government pay $1.3 bil-
lion to the holdouts. Argentina is expect-
ed to appeal an adverse ruling. Last year,
U.S. District Judge Thomas Griesa in
Manhattan ruled that Argentina had vio-
lated its contractual obligation to treat all
creditors equally. As much as $24 billion
could be at risk for Argentina, a potential-
ly crippling figure for its fragile economy.
Argentine Vice President Amado Boudou,
Economy Minister Hernán Lorenzino
and several other high-level Argentine
officials attended the hearing.

Economic News

Panama Records Second Straight
Year of Double-Digit Growth

Panama's economy grew 10.7 percent in
2012, marking the country's second con-
secutive year of double-digit growth,
Reuters reported March 1, citing the gov-
ernment statistics agency. The Central
American country's economic expansion
last year was just shy of its level in 2011,
when it notched growth of 10.8 percent.

The $5.25 billion
expansion of the
Panama Canal and
the development of
the first subway in
Central America
helped to drive
growth. The coun-
try, which has been
led by President
Ricardo Martinelli
since 2009, has
mainly steered clear
of global economic

woes and has posted double-digit growth
in four of the past six years. The construc-
tion of a third lane of the Panama Canal,
which started in 2007, is expected to boost
the country's gross domestic product by
approximately a third over the next 10
years. The government is also expected to
start construction of a new port on the
Pacific later this year. Although the high
levels of infrastructure spending have
boosted Panama's economic growth, they

have also led to a 2.1 percent deficit, which
has raised concerns among analysts. The
spending and Panama's dollarized econo-
my have also put pressure on inflation,
which was around 6 percent for much of
last year. 

Chile's Economy Begins Year With
Higher Production, Low Joblessness

Chile's economy began 2013 with
stronger-than-expected manufacturing
activity, lower unemployment and rising
production of copper, the country's top
export, Reuters reported Feb. 28, citing
government data. The country has experi-
enced near full employment along with
strong domestic demand and investments.
That has helped the central bank, led by
Rodrigo Vergara, to keep interest rates
unchanged since January 2012. Chile's
manufacturing production grew 4.3 per-
cent in January as compared to the same
month a year earlier, fueled by the food
industry, the government said. Reuters
had forecast 3.4 percent growth. "This
expansion is chiefly due to strong
dynamism of the food industry, especially
the dairy industry, which has increased its
productive capacity," the government's
statistics agency said. "Additionally,
though to a lesser extent, an increase in
medicine production ... and more output
of metal products mostly destined to the
mining sector [affected the indicator.]"
The statistics agency, known as INE,
added that Chile's retail sales grew 9.5 per-
cent year-on-year in January and super-
market sales rose 3.8 percent. The coun-
try's booming domestic demand, low
unemployment and high growth could
also cause inflationary pressures, analysts
said. Low wages and underemployment
still remain a problem for many Chileans,
say economists. For the 12 month period
ending in January, Chile's rate of inflation
was 1.6 percent, below the central bank's 2
to 4 percent target. In January, the unem-
ployment rate dropped slightly to 6 per-
cent, the lowest level since the fourth
quarter of 2006. Higher employment in
hotels, restaurants and farming helped
boost employment. Also in January, Chile
had 474,496 metric tons of copper pro-
duction, an 8.6 percent increase from the
same month a year earlier.

POLITICAL & ECONOMIC BRIEFS

Chávez Suffers New Respiratory
Infection, in 'Delicate Condition'  

Venezuelan President Hugo Chávez,
who has been hospitalized for nearly
three months following his latest
cancer surgery, is suffering a new
and severe respiratory infection
which has placed him in a "very del-
icate" condition, Information
Minister Ernesto Villegas said March
4 in a sobering update on the 58-
year-old president's health, the
Associated Press reported. Chávez is
also undergoing "chemotherapy of
strong impact," Villegas added.
Chávez has been hospitalized since
his latest cancer surgery on Dec. 11. 

Chile Releases Three Bolivian
Soldiers Detained Since January 

A Chilean court on March 1 ruled
that three Bolivian soldiers who had
been arrested in January for crossing
into Chile carrying a rifle would not
have to face trial, BBC News report-
ed. They were allowed to return to
Bolivia after agreeing to refrain from
entering Chile for a year. Chilean
President Sebastián Piñera said Feb.
26 that another group of Bolivians
entered Chile briefly in an apparent
attempt to provoke Chile's national
police into pursuing them back
across the border.

Mexico's Teachers' Union
Replaces Embattled Leader

Mexico's teachers' union on Feb. 28
picked Juan Díaz de la Torre as its
new leader, BBC News reported. He
replaces Elba Esther Gordillo, who
has been charged with embezzling
$160 million from the union. Díaz
stressed that the union would not be
going on strike nor causing civil dis-
ruption over the arrest of Gordillo.
Analysts say his statements send a
clear message that Gordillo will face
the charges against her without sup-
port from the union. 

Inter-American Dialogue’s Financial Services Advisor February 21-March 6, 2013

Martinelli

File Photo: Panamanian
Government.



Page 6 of 6Copyright © 2013, Inter-American Dialogue

significant risk in the case of a signifi-
cant devaluation of the sol."

AGeorges Hatcherian, associ-
ate analyst in the Financial
Institutions Group at Moody's
Investors Service: "Bank lend-

ing has been fueled by strong GDP
growth, expected to exceed 6 percent
again this year, as well as by expansion of
the banks' customer base of corpora-
tions, midsized companies and individu-
als. Residential mortgage and consumer
lending grew by 23 percent and 16 per-
cent respectively in 2012. Robust lending
growth has been stimulated by still rela-
tively low rates coupled with increasing
demand for housing and related finance,
particularly in light of Peru's housing
deficit and improving employment and
wage conditions. An 8 percent increase
in commercial lending responded to
strong corporate performance and

investment during the year. The future
of loan growth will hinge on continued
strong economic conditions and on
increasing the country's per capita
income, particularly as credit intermedi-
ation remains a relatively low 26 percent
of GDP, revealing Peru's underbanked
economy. High credit growth, however,
requires continued vigilance by regula-
tors and market participants, especially
as underwriting practices loosen.
Regulators have shown their concern by
imposing higher provisioning and capi-
tal requirements for consumer loans,
including payroll and mortgage loans,
and especially for foreign currency-
denominated loans. Stepped up capital
requirements now reflect the array of

loans-to-value, loan maturities and col-
lateral conditions, ranging from 100 per-
cent to 250 percent for consumer loans
and from 50 percent to 250 percent for
residential mortgages. Higher average
deposit reserve requirements, which
have been raised by as much as 400 basis
points since May 2012, have tightened
liquidity to a degree, helping to curb
overall loan growth to about 15 percent
from 22 percent in 2011." 

ATheresa Paiz Fredel, senior
director for Latin America
Financial Institutions at Fitch
Ratings: "The key factors driv-

ing the Peruvian banking sector's lending
growth are still-low banking penetration
combined with robust economic growth
and a growing middle class. Fitch expects
credit growth to decelerate slightly in
2013, though growth could still reach the
low to mid-teens. The monetary authori-
ty's measures implemented in 2012 to
curb growth should help on this front.
While Fitch expects Peru's still-low bank-
ing penetration and conservative credit
standards (for example, mortgage loan-
to-values remain moderate) to mitigate
risks from rapid loan growth, Fitch will
continue to monitor credit growth trends
for potential risks to the banking system.
Currently, the system boasts sound fun-
damentals, underpinned by one of the
most advanced regulatory frameworks in
Latin America, including pro-cyclical
loan-loss provisions and a gradual con-
vergence to Basel III capital require-
ments, as well as the protection of credi-
tor and borrower rights. Peruvian banks
enjoy a very sound asset quality, ample
reserves and higher and improved capital
levels, trends Fitch expects to continue in
2013, although a modest decline in asset
quality should be expected as newer port-
folios mature."

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

Featured Q&A
Continued from page 2
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“ Regulators have shown their

concern by imposing higher 

provisioning and capital require-

ments for consumer loans.”
— Georges Hatcherian
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