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What Would Help Migrants Become More Financially Literate?

Since the global financial crisis,

migrants from Latin America and

the Caribbean have slightly

improved their economic situa-
tions, but one in three remain in a vulner-
able position, according to a study
released April 3 by the Inter-American
Dialogue and the Multilateral Investment
Fund of the Inter-American Development
Bank. Among the report's recommenda-
tions is improving migrants' financial lit-
eracy. In what ways does a lack of ade-
quate financial literacy present obstacles
to Latin American and Caribbean
migrants, and what accounts for the gaps
in knowledge? What are the most impor-
tant issues to consider in addressing
financial literacy among migrants, and
how should progress be tracked and
measured? Who is most responsible for
changing the situation—the consumer,
businesses or the governments in sending
and receiving countries?

Paul S. Dwyer, Jr., co-founder
and chief executive officer of
Viamericas Corporation in
Bethesda, Md.: "Financial litera-
cy is critically important for both remit-
tance senders and receivers, but it is also
important that those customers have
access to financial products that are appro-
priate to their needs and circumstances.
The report's findings highlight the need
for more and better financial products that
really meet the needs of migrants and

transnational families. For example, today,
it is extremely difficult for a migrant in the
United States who is sending money home
to open a bank account—for him/herself
or for the person who is receiving the
money—in the home country. Regulatory
uncertainly around the question of how
much can be done in the United States to
facilitate the opening of those accounts in
the home country makes it difficult to
encourage and facilitate account openings
at the time a remittance is sent. On the
receiving side, banks that are paying out

Continued on page 3

Scotiabank Turning Focus
Toward Latin America: CEO

Bank of Nova Scotia is shifting its focus
toward Latin America and away from
Asia as a driver of growth, Brian Porter,
the Toronto-based bank's chief execu-
tive officer, said April 8. See story on
page 2.

File Photo: CNW Group/Scotiabank.
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BM&F Bovespa Considers New
Rules to Improve Transparency

Brazil's BM&F Bovespa, one of the
largest stock exchanges in the
Americas, is planning to adopt new
equity-trading rules to improve
transparency, Bloomberg News
reported Thursday. The exchange is
considering a requirement that stock
trading be halted for 30 minutes
after events such as announcements
of acquisitions or share buyback
plans. The effort is aimed at limiting
the advantage high-frequency
traders might have over other
investors when material information
is released during trading hours,
according to the report. Exchanges
in the United States have come
under scrutiny for such practices
that can "rig" the market.

Santander Brasil Signs Deal
to Take Control of GetNet

Santander Brasil has signed an
agreement that will see it take con-
trol of credit card firm GetNet by
paying 1.1 billion reais ($488 mil-
lion) to increase its stake in the
company from 50 percent to 88.5
percent, The Wall Street Journal
reported April 7. The acquisition of
GetNet, which currently has a 6 per-
cent share of the Brazilian market, is
part of Santander's plan to increase
its involvement in the credit card
industry in Latin America's largest
economy.

Colombia Pension Funds to Invest
$12.7 Billion in Road Projects

Colombia's four pension funds will
invest $12.7 billion over the next
seven years in road projects in the
South American country, Reuters
reported April 2. The pension funds,
known as AFPs, typically invest in
government debt, company shares,
bonds and other capital market
investments.
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Scotiabank Shifting Growth Focus
Toward Latin America: CEO

Bank of Nova Scotia, or Scotiabank, is
focusing increasingly on Latin America
and away from Asia as a driver of the
bank's growth, Chief Executive Officer
Brian Porter said April 8. The Toronto-
based bank is looking for higher levels of
growth in Peru, Colombia, Mexico and
Chile, Porter said at Scotiabank's annual
meeting in Calgary. The Latin American
countries have solid regulatory systems
and strong economic fundamentals, he
added. The bank's move signifies a shift
away from its strategy under Porter's
predecessor as CEO, Rick Waugh, who
emphasized growth in Asia in addition to
Latin America. "In keeping with our
increased focus on fewer things, going
forward our primary emphasis is on Latin
America," said Porter. Scotiabank is also
"comfortable with [its] footprint in Latin
America," Porter added, indicating that
he does not intend to enter new markets
in the region. Porter added that
Scotiabank would also seek to grow its
credit card business, lower structural
costs and find efficiencies after recent
acquisitions. In Mexico's oil and gas sec-
tor alone, Scotiabank plans to finance
projects worth $10 billion over the next
four years, the bank's director for Latin
America, Paul D'Agata, told EFE at a
Mexican bankers association meeting
April 6.

Group of Banks to Provide $5 Billion
Loan to Brazil's Electricity Sector

A group of 13 banks will provide a 11.2
billion real ($5.1 billion) loan to Brazil's
electricity sector through market opera-
tor Camara de Comercializagdo de
Energia Elétrica (CCEE), the country's
finance ministry said in a statement on
April 10, The Wall Street Journal reported.
The CCEE will loan the money to power
companies, which are facing increased
costs in generating electricity due to a
drought which has caused low reserve lev-
els at hydroelectric power plants and has
led generators to turn to more expensive

thermoelectric plants to meet demand.
Starting next year, the banks will be
repaid through increases in electricity
utility bills. Last month, Finance Minister
Guido Mantega announced a government
package designed to help power compa-
nies meet their commitments after elec-
tric prices increased. The southeastern
states of Sao Paulo and Minas Gerais are

Starting next year, the banks
will be repaid through increases

in electricity utility bills.

experiencing their worst drought in
decades. National grid operator ONS has
reported that reservoirs in the southeast
and center west of the country are at
36.73 percent capacity. That compares to
54 percent last year and 78.5 percent two
years ago, and is approaching the low level
seen in 2001, when the country was
forced to ration energy. The banks
involved in the loan are Banco Bradesco,
Itau Unibanco, Banco Santander, BTG
Pactual, Citibank, J.P. Morgan, HSBC,
Banco Votorantim, Credit Suisse, Bank
of America, Goldman Sachs, Banco do
Brasil and Caixa Econoémica Federal.

Insurer Consorcio Backs
CorpBanca-Itau Merger

Life insurance company Consorcio is
backing the proposed merger of Chilean
bank CorpBanca with Brazil's Itaa
Unibanco Holding, Reuters reported
April 4, citing Brazilian newspaper Diario
Financiero. The backing from Consorcio
comes after another shareholder filed suit
in an effort to block the deal. "Our view as
a minority shareholder is that the Itau-
CorpBanca merger is better than
CorpBanca alone," Patricio Parodi,
Consorcio's managing director, told the
newspaper in an interview. If it ultimate-
ly occurs, the merger would create an
entity called Itad CorpBanca, which
would have an $8 billion market value
and would provide the Brazilian bank
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with an important presence in Chile and
Colombia. However, U.S.-based minority
shareholder Cartica Management, which
owns approximately 3.2 percent of
CorpBanca, filed the lawsuit, saying the
deal undervalues CorpBanca and gives
too much benefit to CorpBanca's control-
ling shareholder, Alvaro Saieh.

Anti-Money
Laundering News

Mexico Planning New Anti-
Money Laundering Blacklist

Mexico's finance ministry is preparing to
implement new regulations that will
allow the government to identify individ-
uals and businesses linked to drug traf-
ficking and ban financial firms from
doing business with them, Reuters report-
ed Saturday. Finance Minister Luis
Videgaray said banking authorities would
provide further details soon. "For the first
time, we have the
capacity to issue a
list and this list will |
impede any finan- |
cial institution from
carrying out trans-
actions with these
people," Videgaray
told a news confer-
ence in Washington, Videgaray

where he was partic- Photo: Government of
ipating in the annual pzeyco.

spring meetings of

the World Bank and International
Monetary Fund. Last month Mexico's
National Banking and Securities
Commission established a binational
working group with the attorneys general
from five U.S. states on money laundering
enforcement. In related anti-money laun-
dering news, U.S. technology giant
Hewlett Packard last week admitted to
creating a "slush fund" of shell companies
and bank accounts to launder money for
bribe payments in order to secure lucra-
tive government contracts in Mexico,
Russia and Poland, International Business
Times reported. HP agreed to pay $108
million in fines to settle the federal
charges. According to the report, HP
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remittances can offer to open accounts
for the receivers, but in most countries
the acceptance of those offers has been
limited. The opportunity to do more to
encourage account opening on the send-
ing side should be explored, and can only
be done in programs that combine busi-
ness collaboration and a regulatory
approach that permits the activity.
Likewise, remittance agencies can serve
as cash collection points for domestic
(U.S.) savings products that are normal-
ly easily available only to people that use
direct deposit. In my view, these types of
potential collaborations, combined with
a focus on financial literacy (in particu-
lar with respect to the importance of
building savings), hold great promise for
addressing the challenges the report
highlights."

Earl Jarrett, member of the

Financial Services Advisor

board and general manager of

the Jamaica National Building
Society: "The study has clearly outlined
the vulnerability of migrants in the
United States. During the period under
review, the levels of migration to the
United States continued to grow; there-
fore, it is fair to assume that in the early
stages of migration, the levels of vulner-
ability may be higher as migrants adapt
to their new environment.
Notwithstanding this, the study does
indicate that migrants are aware of
financial products and of the benefits of
saving. This is evidenced by the high per-
centage of respondents who have bank
or savings accounts in the United States
and in their home countries. The behav-
ior of migrants may also suggest that
they see themselves as temporary
migrants, and so they continue to main-
tain saving and financial relationships
with their home countries. This is vali-
dated by the proportion of migrants who
have savings accounts at home, while
simultaneously remitting funds there.
The low level of personal indebtedness of
15 percent, as measured by the debt-to-
service ratio, is also indicative of the fact
that migrants are not participating fully

in the U.S. economy. The low debt levels
could also indicate low levels of invest-
ment in housing, education and health,
which are indicators of the vulnerability
of this group. The challenge, therefore, is
one of encouraging greater levels of
migrant financial participation in the
U.S. economy. This could be achieved by:
1) Reversing the current trend of banks

« Migrants are aware of
financial products and of
the benefits of saving. »

— Earl Jarrett

not supporting the remittance of funds
from U.S. savings and current accounts;
2) Providing greater access to credit/loan
facilities in migrant communities; 3)
Encouraging financial institutions to
provide microfinance and small business
funding to migrant communities; and,
4) Working to change the perception of
migrants from one of dependence to one
of active, positive contributors to the
U.S. economy. Such a response from
banks and other financial institutions to
businesses that are supportive of
migrants' financial needs may result in
greater migrant financial involvement in
the U.S. economy."

Ernesto Armenteros, member

of the Financial Services

Advisor board and vice presi-

dent of Banco de Ahorro y

Crédito Union and Rocio Gonzalez del
Rey, manager of the bank's financial
inclusion project with FOMIN for remit-
tance recipients: "The lack of adequate
financial literacy among Latin American
and Caribbean migrants has a devastat-
ing impact on their families' quality of
life. Because of it, they have little or no
access to financial institutions or to basic
services such as savings accounts, bank
credit and insurance. Most of their
income, and the remittances they send
Continued on page 6
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Mexico circumvented internal controls
and falsified corporate books in order to
secure a deal with Mexican state oil com-
pany Pemex, paying a $1.41 million
"commission” to retain a third-party con-
sultant that had close ties to senior Pemex
executives.

Insurance News

BTG Pactual to Sell Insurance
in Pacific Alliance Countries

Brazil's Grupo BTG Pactual plans to start
an insurance business in Chile, Peru,
Colombia and Mexico, Bloomberg News
reported April 8. In an interview with the
news service in Santiago, Alejandro
Montero, chief executive officer at BTG
Pactual Chile, said the
first step in the plan
will be to enter Chile's
annuity market. The
%) company will have
= capital of about $100
million, and the plan
is to reach $1 billion in
assets in a couple of
years, according to
Montero. He said the
next step will be mov-
ing into Peru or Mexico. "Our plan is to
create a Pacific Alliance company," he said.
In Chile, the new company will start by
using other brokerages to sell its annuities,
said Montero, adding that in the future it
could become an insurance broker-dealer
and offer other types of insurance.

Montero
File Photo: SQM.

Economic News

Mexico, Brazil Strike Different
Tones on U.S. Delay of IMF Reforms

Brazilian officials have taken a more
aggressive position than Mexico in the
debate over the role of the United States in
reforming the International Monetary
Fund's governance, The Wall Street Journal
reported April 14. Under a proposal being
advanced by emerging economy coun-
tries, the United States would lose its veto
power on the International Monetary
Fund's executive board, among other

Copyright © 2014, Inter-American Dialogue
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reforms. But the U.S. Congress has failed
to ratify the deal, now four years pending,
amid partisan rancor over the country's
involvement in international economic
affairs. "The IMF cannot remain paralyzed
and postpone its -
commitments  to S
reform," Brazilian
Finance  Minister [§§
Guido Mantega said &
in a statement last
weekend to  the
IMF's steering com-
mittee that urged the
fund to sidestep Carstens

Congress’ according Photo: Government of
to  the  report. pfeyico.
"Alternatives to

move forward with the reforms must be
found whilst the major shareholder does
not solve its political problems," Mantega
said. Advocates for reforms say the United
States' standing abroad is being eroded
over the delay. The IMF's steering com-
mittee said last weekend the United States

would have until the end of this year to
approve the restructuring deal before con-
sidering any alternatives. "If plan A does-
n't work, then we'll worry about plan B,"
IMF Managing Director Christine
Lagarde said April 12. "But it's currently
premature.” Mexico, meanwhile, struck a
more supportive tone than Brazil. Bank of
Mexico Governor Agustin Carstens said
IMF members should wait for the U.S.
instead of sidestepping it. "Certainly we
would all have liked to make progress on
this issue at a quicker pace, but at the same
time, we need to be patient," he said in an
interview with the Journal. "I don't think
that it's up to us to interfere with the polit-
ical process in the U.S.," he added.

Mixed Economic Data
Coming Out of Colombia

Colombia's government released data on
April 14 that suggested a mixed perform-
ance for the economy in the first quarter
of the year. Foreign direct investment into
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Colombia, at $3.64 billion, fell 5.1 percent
in the first quarter versus the same period
a year ago, Reuters reported, citing pre-
liminary central bank data. Investment in
the oil and mining sector, which makes up
84 percent of foreign investment, was
almost unchanged at $3.05 billion.
However, inflows that were destined for
financial assets spiked during the period,
as investment in Colombia's capital mar-
kets doubled in the quarter compared to
the same period last year, to $2.65 billion.
Of that amount, $2 billion was in March,
the month J.P. Morgan announced it was
increasing its weighting of Colombian
bonds. Meanwhile, Colombia's retail sales
rose 6.7 percent in February compared
with the same month last year, the gov-
ernment's statistics agency said. That rate
was faster than retail sales grew in either
Januasyz-esJast December. [Editor's note:
Seq Q&A i the April 14 daily Advisor on
Colombia'sleconomic outlook. ]

Political News

Death Toll, Damage Reports Mount
From Historic Fire in Chile

The death toll from a wildfire that broke
out April 12 in the Chilean port city of
Valparaiso continued to climb, with 15
people confirmed dead as of April 14, La
Tercera reported. More than 2,500 homes
have been destroyed and 11,000 people left
homeless by the fire, which remains a
threat and may take 20 days to fully extin-
guish. "We've had a breakthrough in con-
taining the fire, but we cannot declare it
controlled," said Aarén Cavieres, the head
of Conaf, Chile's forestry service. President
Michelle Bachelet on April 14 canceled a
scheduled trip this week to Argentina,
which has offered to send fire-fighting
planes to combat the blaze. More than 500
people have been treated at area hospitals
for smoke inhalation and related injuries.

Brazil: Campos, Silva Formally
Launch Presidential Campaign

Brazil's Socialist Party (PSB) formally
announced on April 14 that Eduardo
Campos, the former governor of
Pernambuco state, would be the party's

Copyright © 2014, Inter-American Dialogue

candidate for president in elections sched-
uled for Oct. 5, O Globo reported.
Campos, 48, has teamed up with national-
ly recognized environmental advocate and
former Senator Marina Silva as his vice-
presidential candidate on the party's tick-
et. A former member of the ruling
Workers' Party, or PT, Silva has been
polling well recently. While she lost a bid
to run for president in the first round in
2010, a recent Datafolha poll suggests she
could force the election to a second round
if she were to replace Campos and run
directly against President Dilma Rousseff,
who is standing for re-election. The
approval rating for Rousseff's government
has been highest in the country's
Northeast region, Campos' own con-
stituency. "This indicates that Eduardo
Campos will have to work hard to
decrease her approval rate in his Northeast
region" of the country, Brasilia-based
political scientist David Fleischer wrote
last week in his Brazil Focus newsletter.
Campos is polling third behind Rousseft
and Aécio Neves, a current senator who
will represent the center-right Brazilian
Social Democracy Party (PSDB). Rousseft
has lost some ground in the latest poll but
remains projected to win the race. The
survey of 2,637 voters was conducted
April 2-3 and had a two-point margin of
error.

At Least 12 Injured as Rio de
Janeiro Police Evict Squatters

At least a dozen people were hurt and 27
taken into custody on April 11 as police
moved to evict roughly 5,000 squatters
occupying a vacant industrial property in
Rio de Janeiro, EFE reported. While most
of the occupiers left peacefully when
more than 1,600 state police began the
court-ordered eviction operation at 5:00
a.m. local time, some set fire to a police
vehicle, a bus and a passing truck. Police
responded with tear gas, rubber bullets
and stun grenades. Three people required
hospitalization. The site, originally home
to telephone company Telerj and now
owned by Oi, was invaded March 31 and
dubbed "Favela de Telerj," with some
occupiers posting signs criticizing social
conditions ahead of World Cup games
being hosted by Brazil in three months.

POLITICAL & ECONOMIC BRIEFS

Venezuela Opposition Calls on
Gov't to Release Inflation Data

Venezuela's opposition on April 14
accused the government of delaying
publication of March inflation data
for political reasons, Reuters report-
ed. The central bank generally pub-
lishes consumer price data in the
first 10 days of the month. The
opposition says inflation has exceed-
ed 60 percent, a figure the govern-
ment is trying to hide. A bank
spokeswoman told Reuters she did
not know when the March data

would be published.

Honduras Ranks Highest in
World Murder Rates: UN Report

Honduras again tops a list of the
world's countries with the highest
murder rate, Reuters reported April
10. According to a new United
Nations report, Honduras had a
2012 murder rate of 90.4 homicides
per 100,000 people, almost double
Venezuela's rate of 53.7, which
ranked second. The Americas have
overtaken Africa as the region with
the most peacetime murders per
100,000 people, according to the
report.

Peru Expects Value of Gold
Exports to Rise This Year

The value of gold exports from Peru
is likely to reach $9 billion in 2014,
state news agency Andina reported
April 14. José Miguel Morales, the
head of Peru's National Society of
Mining, Petroleum and Energy, or
SNMPE, said international mineral
prices, expected to improve later this
year, will likely help the value of
exports to recover from a dip in
2013. "Export earnings from this
sector could match the amount
recorded in 2012," he told reporters.
Peru is Latin America's top gold
producer, with about 165 metric
tons per year.
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home, are swallowed by a perpetual
poverty vortex that doesn't leave room
for savings or insurance to protect them
from illness or accidents, or for invest-
ment in projects or education that would
multiply that income. The primary
source of loans are payday lenders and
loan sharks that are much more expen-
sive than banks and don't help build
credit history. Because money is always
lacking, migrants are forced to rent and
buy retail at outrageous prices. As a
result, most migrants pay more for the
same things, are constantly exposed to
losing whatever they've scraped together
and find it almost impossible to accumu-
late capital. These gaps in essential finan-
cial know-how start with deficiencies in
the education systems in their countries
of origin, where the best opportunity is
missed. Teaching children is much easier
than teaching adults who have been
managing their money informally for
decades and are set in their ways. In any
case, the path forward is for governments
and financial institutions to find and
play a role in disseminating financial lit-
eracy to help snap them from that vor-
tex. Also, developed countries that
receive migrants, and developing coun-
tries that see them off, should include
financial education programs in their
schools. That combination should result
in a measurable increase of financial lit-
eracy in children and young adults, a
change in behavior and a vast improve-
ment in the quality of their lives."

Isabel Cruz Hernandez, gener-

al manager of the Asociacion

Mexicana de Uniones de

Crédito del Sector Social
(AMUCSS): "Knowledge gaps are symp-
toms of inequality in Latin America. In
contrast, financial services are high-tech,
sophisticated environments, which
increases barriers to access for excluded
populations, which are typically the
regions of origins of migrants. Financial
education is a personal tool to become
part of this sophisticated world, and it is
helpful to match demand and supply.
However, financial institutions have
focused on educating just from the sup-

Copyright © 2014, Inter-American Dialogue

ply side, without understanding the
needs of their vulnerable clients.
Therefore, more proactivenesss from
financial institutions is needed to design
financial products adapted and focused
on migrants' financial needs such as: sav-
ings accounts linked to emergency cred-
it; small mortgages; insurance for repa-
triation, life or education; cash transfers
direct to bank accounts; savings for
retirement and so on. Financial literacy
allows controlling the process of send-
ing, collecting and using remittances;
protects consumer rights; teaches about
the use of different financial products
and empowers the use of information
and communication technologies in
order to help reduce vulnerability. To

« Teaching children is much

easier than teaching adults

who ... are set in their ways. »

— Ernesto Armenteros

and Rocio Gonzilez del Rey

fulfil those needs, new, innovative and
creative financial education programs
that use multiple types of media and
communication must be developed. In
addition, because the financial market
doesn't have development and poverty
reduction goals, financial literacy is pri-
marily the responsibility of govern-
ments, both by financing programs and
by regulating the market so that banks
and microfinance institutions do not
burden clients with abusive contracts,
lack of transparency and by charging
high commissions or prices. Finally,
financial exclusion prevails on both sides
of the border, so countries must cooper-
ate between themselves and with finan-
cial institutions in order to promote the
use of financial services and reduce
asymmetries. Crossing borders should
not be an obstacle to financial inclusion."

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