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FEATURED Q&A

What Has Changed
Since the ‘Panama

The “Panama Papers” data leak of more than 11 million documents showed how wealthy indi-
viduals have been able to conceal money in offshore entities. // Image: Ervins Strauhmanis
via Creative Commons.

The massive “Panama Papers” data leak earlier this year
drew media attention and regulatory scrutiny for ways elites
around the world have hidden wealth from tax authorities.

What has been the impact on financial services companies
operating in Latin America and the Caribbean in the months since the
revelations? To what extent are governments and regulators in the
Americas moving toward new rules to close loopholes and change tax
policies? How much more regulatory oversight of tax havens is needed,
and what should any new regulations entail?

Marta Colomar, partner, and Marcela C. Blanco, associate
attorney, at Diaz Reus & Targ LLP: “In light of the Panama
Papers, Latin America is taking a closer, more serious look at
solving corruption, money laundering and tax evasion prob-
lems. Latin America has a world of diverse laws and business practices
that can contribute to the plethora of legal loopholes that allow criminals
to hide money laundering, tax evasion and other illicit financial activities.
One way to overcome this problem might be to reform and harmonize
laws across Latin America to effectively close those loopholes. How-
ever, achieving uniformity of legislation across so many countries is
neither simple nor quick. The reform of the Latin American taxation law
will require unfettered cooperation of the governments and regulatory
bodies of offshore tax havens, the financial institutions and other service
providers that provide opportunities to transfer funds, and the respec-
tive parliaments and law-reform agencies that can harmonize laws and
ensure legal and procedural problems of cross border proceedings are
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Continued on page 3

TOP NEWS

BANKING

Brazilian Banks
Seek to Stem Flood
of Bankruptcy
Filings

Major banks in Brazil have

created special divisions to help
companies restructure debts amid
a surge in bankruptcy filings this

year.
Page 2

INSURANCE

Britain’s JLT Re
Acquires Olsa’s
Peru Portfolio

JLT Re, a subsidiary of
London-based Jardine Lloyd
Thompson, acquired Olsa Re's
Peru portfolio for an undisclosed
amount.

Page 3

BANKING

Banamex Names
Diez Morodo
New Chairman

Valentin Diez Morodo, a long-time
board member of Citigroup’s
Mexican unit, will become non-ex-
ecutive chairman on Nov. 15. Diez
Morodo was also a board member
of Grupo Modelo when Anheuser
Busch InBev bought it in 2012.
Page 2

Diez Morodo // File Photo: Mexican
Government.
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Brazilian Banks Seek
to Stem Flood of
Bankruptcy Filings

Some Brazilian banks, including Itad Unibanco,
Banco do Brasil and Banco Santander Brasil,
are bracing as bankruptcy filings soar in the
South American country, Bloomberg News
reported July 25. In the past year, the three

In this year’s first half,
bankruptcy filings
in Brazil have jumped
88 percentto a
10-year high.

banks have created special divisions assigned
to help companies restructure their debts

so that they don't have to seek protection
from creditors via bankruptcy filings. Banco
Bradesco is also considering creating a similar
unit, according to a company official. Brazil's
longest recession in more than a century,

as well as high interest rates, have made it
difficult for Brazilian companies to repay their
debts. In the first half of this year, bankruptcy
filings jumped by 88 percent to a 10-year high,
according to Serasa Experian. As a result,
Brazilian lenders have had to strengthen their
bad-loan provisions for three quarters in a row.
The provisions now equal 6.2 percent of the
banks’ total lending in May, the highest level

in nearly six years, Brazil's central bank said.
The banks have assigned some of its staff to
deal primarily with businesses that have been
identified as more likely to become delinquent
on paying their debts, and according to the
company, the extra attention has paid off. “We
noted there were more clients with struggling
finances, and we decided it was necessary

to have deeper talks with them,” said Walter
Malieni, head of risk management at Banco do
Brasil. “This has helped reduce delinquency

rates and provisions.” Press officials from the
banks have declined to comment on the size of
their debt-restructuring units.

Nordea to Close
Accounts Related
to Panama Papers

Nordea Bank said July 20 it would close 68
accounts at its Luxembourg branch, following
a report by Swedish broadcaster SVT that
revealed that the unit worked with Panamanian
firm Mossack Fonseca to help its custom-

ers set up shell companies, the Associated
Press reported. Stockholm-based Nordea has
adopted tougher rules on clients using offshore
companies after carrying out an internal
investigation following SVT’s report. SVT was
one of the media outlets that had access to
the leaked “Panama Papers,” which revealed
how wealthy clients used offshore entities to
conceal assets. The probe found that although
its employees had provided administrative
services to customers, there was no evidence
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Von Koskull // File Photo: Nordea Bank.

that Nordea employees had initiated the “estab-
lishment of offshore structures,” or had aided
in customers' tax evasion. The bank said it will
review all its customers’ accounts to ensure
there is satisfactory evidence that any offshore
activity is tax-compliant and legal. Nordea
implemented stricter policies on offshore
activity in 2009, but after conducting the probe,
found the “implementation was insufficient.”
Nordea CEO Casper von Koskull said Wednes-
day that “We do not accept Nordea being used
as a platform for tax evasion or aggressive tax
planning.”

NEWS BRIEFS

Scotiabank Costa Rica
Receives $125 Million Loan

Scotiabank Costa Rica, a subsidiary of Cana-
da’s Scotiabank, has received a $125 million
loan arranged by Banco Latinoamericano de
Comercio Exterior, or Bladex, and Wells Fargo
Securities, Global Trade Review reported July
21. Scotiabank Costa Rica has total assets of
$2.9 billion as of the end of last year, and the
bank focuses mainly on retail and corporate
banking activities in the Central American
country. The senior unsecured amortizing term
loan facility is split between a two-year, $55
million tranche and a three-year, $70 million
tranche, and will be used for retail and corpo-
rate banking activities.

Banamex Names Diez
Morodo New Chairman

Grupo Financiero Banamex, Citigroup'’s
Mexican unit, on July 20 named Valentin Diez
Morodo as its new non-executive chairman,
Reuters reported. Diez Morodo, a long-time
member of Banamex’s board, will replace
Manuel Medina Mora on Nov. 15, the bank said.
During Medina Mora’s tenure, Banamex faced
problems including a rogue trading scandal as
well as bad loans that were made in connection
with a fraud scandal.

Grey to Lead Starr’s
Latin America Unit

Investment and insurance organization Starr
Companies announced July 13 that Dorian Grey
would head the Latin America division of the
company. Grey has prior global insurance ex-
perience in London, New York, Houston, Miami,
Hong Kong, Chile and Sdo Paulo. He will be
tasked with overseeing growth and profitability
of the organization’s Latin America activities
from his Miami base. Grey is an associate

of the London-based Chartered Insurance
Institute.
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JLT Re Acquires
Olsa’s Peru Portfolio

London-based Jardine Lloyd Thompson’s

JLT Re subsidiary has acquired Olsa Re’s

Peru portfolio for an undisclosed amount,

JLT announced July 22. Olsa Re, a Peruvian
reinsurance broker, has operated for more than
30 years and specializes in the aviation and
cargo sectors. In addition to Peru, Olsa has

‘ The acquisition
of Olsa Re's

portfolio provides

a strong strategic

fit for our clients and
further strengthens
the range of services
we offer in Peru.”

— José Miguel Gonzalez

clients in Colombia, Ecuador and Costa Rica,
said JLT. “The acquisition of Olsa Re’s portfolio
provides a strong strategic fit for our clients
and further strengthens the range of services
we offer in Peru,” said José Miguel Gonzélez,
the chief executive officer of JLT Re, Peru and
Colombia. JLT Re specializes in areas including
construction, mining, energy, oil and aviation.
As part of the deal, Olsa’s key aviation brokers,
José Espinosa and Clara Escobar, have joined
JLT Re Peru in order to manage the company's
aviation line “and ensure the continuity of the
portfolio,” said JLT. Last May, JLT launched

JLT Re Global Mortgage Solutions, a new
business unit in North America, Insurance
Business Review reported. The business offers
reinsurance to government-sponsored entities,
homebuilders, mortgage lenders and mortgage
insurers. Jardine Lloyd Thompson provides risk
management and employee benefit products

in some 135 countries and has approximately
10,600 employees.

Region’s Life
Insurance Market
Seen Growing at

5.87% CAGR

A recent report estimates that Latin America’s
life insurance market will grow at a compound
annual growth rate of 5.87 percent between
2016 and 2020. The report, released July 22
by Dublin-based Research and Markets, said
insurers’ use of multiple channels to reach

a broader audience is among the drivers of
the sector's growth. Over the past decade,
countries in Latin America have fostered an
environment that has encouraged growth in life
insurance premiums, the report said. “Condi-
tions such as sound economic environments,
product innovations, improvement in insurance
regulations, and multiple distribution channels
have also helped increase premium amounts,’

the report added. “Life insurance regulatory
bodies and other policyholders are encouraging
healthy competition as low inflation has cast a
positive effect on insurance premium growth.”
The report’s authors also pointed out that a
lack of standard financial models in the region
has held back growth in the life insurance
market. Life insurance companies do not
currently use specific financial models, which
has resulted in challenges including underwrit-
ing practices that are less than adequate, the
report said. Insurance companies operating

in Latin America use cash-flow testing and
hedging models that help improve profit and
allow for better management of risk, the report
said. The study also said capital management
practices have recently improved, which has
led to stronger investment performance. “Many
life insurance vendors are working to achieve
market-leading investment performance. Such
efforts may help vendors develop and sustain
a huge asset base to harvest high profitability,”
said a Research and Markets analyst.

FEATURED Q&A / Continued from page 1

dealt with effectively. Even if that harmoni-
zation is achieved, one can be sure that no
matter what reforms are instituted, what
matters most is how national courts will
interpret the reforms. In a domestic context,
these reforms will present new, unique and
unforeseen issues. Suffice it to say that

any harmonization process through Latin
America will be a complex exercise. The
legal cultures between various countries will
inevitably create challenges involving time,
resources and cooperation.”

James M. Meyer, partner at
Harper Meyer in Miami: “For
the most part, the Panama
Papers merely demonstrated the
perils that can befall professional advisors
and financial service providers who do not
or who are unable to 1.) take adequate
measures against the misappropriation of
their proprietary and confidential business
information and that of their clients and
2.) adequately know all of their customers

and the legitimate business purposes for
which their services are being engaged. For
that reason, most professional advisors

and financial service companies are now
going to even greater lengths to secure their
information and to know their customers,
their businesses and the sources of their
income. If this new and heightened sense of
security and scrutiny makes it harder for the
occasional bad apple in the bunch to engage
in their illegitimate activity, we have all been
served for the better. However, unless and
until there is a universal and borderless

tax regime around the world, which is not a
foreseeable event, most multi-jurisdictional
transactions will still require international
tax planning and the services of ‘offshore’
professional advisors and financial services
providers. New regulations that would
disproportionately thwart this important eco-
nomic activity without adequate justification
would be imposed at a high price to many
local and regional economies, if not the
global economy at large.”

Continued on page 6
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Central Banks
Provide Venezuela
$482.5 Million Loan

The Latin American Reserve Fund, or FLAR,
which is financed by eight Latin American
central banks, on July 22 approved a three-year
loan of $482.5 million to Venezuela as the
country grapples with a balance of payments
crisis that has forced the government to cut
back on imports of essential goods, Bloomberg
News reported. FLAR, whose members include

Merentes Diaz // File Photo: Venezuelan Government.

Bolivia, Colombia, Venezuela, Peru, Ecuador,
Uruguay, Paraguay and Costa Rica, said the
loan will contribute to economic stability. The
decision to lend the money to Venezuela was
unanimous. The loan will stop short, however,
of being able to help Venezuela with its short-
age of dollars and widening debt burden, said
Siobhan Morden, the head of Latin America
fixed-income strategy at Nomura Holdings.
The probability of Venezuela defaulting on its
debt by June 20, 2017 is at about 50 percent,
according to credit-default swaps traders,
down from 55 percent a month ago. “[The loan]
just shows that Venezuela is desperate for
cash and will get bits and pieces of creative
financing where it can,” Morden said. FLAR
“provided these funds under very precarious
legal conditions.” Venezuela’s central bank, led
by Nelson Merentes Diaz, said the Supreme
Court had approved the right to borrow funds
from FLAR, the organization said in a state-
ment. Opposition lawmakers have disputed
the ruling, arguing that the central bank needs
congressional approval, as well.

Peru’s Humala
Refuses to
Pardon Fujimori

Peruvian President Ollanta Humala on July 25
said he would not pardon imprisoned former
President Alberto Fujimori in the last few days
of his term, BBC News reported. Fujimori, who
turns 78 later this week, is serving a 25-year

prison sentence for corruption and human
rights abuses during his 1990-2000 rule. He
had requested a pardon last Friday from the
outgoing president, who rejected a previous
request to pardon Fujimori in 2013. “I want
to be clear about this: | will not pardon him,”
Humala said in a televised interview, BBC News
reported. Humala added that it would take at
least a couple of months to evaluate Fuji-
mori's request for a pardon. “I can't jump the
gun,” Humala told journalist Augusto Alvarez
Rodrich on television channel Frecuencia
Latina, Reuters reported. “We're trying to act

Subscriber Notice
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NEWS BRIEFS

Mexico’s Homicide
Rate Rises for First
Time in Four Years

The number of homicides in Mexico rose
slightly for the first time in four years in 2015,
according to data released July 25 by the Na-
tional Statistics Institute, The Wall Street Jour-
nal reported. According to the data, there were
20,525 homicides in 2015, up from 20,010 the
year prior. The national murder rate remained
unchanged at 17 for every 100,000 people.
Several experts have blamed the increase on
an uptick in violence among criminal groups.

Brazilian Authorities
Make 12th Arrest in
Rio Terror Plot Case

Brazilian authorities have arrested a 12th
suspect in the group that allegedly had been
planning to execute a terrorist attack in Rio de
Janeiro during the Olympic Games next month,
The Wall Street Journal reported July 25. In a
statement, the federal police said late Sunday
that the suspect had been arrested in the city
of Comodoro in Mato Grosso state. He will be
questioned and then sent to federal prison. The
man in question is Leonid el Kadre de Melo, a
32-year-old mechanic, according to a person
familiar with the matter.

Argentina’s Fernandez
Says She’s Unafraid
of Going to Prison

Former Argentine President Cristina Fernandez
de Kirchner said she is not afraid of going to
prison for the corruption charges she faces,
BBC News reported July 24. Fernéndez is
accused of making fraudulent currency trans-
actions during her term in office, which she
denies. In an interview, she said the allegations
were politically motivated, and that she is now
paying the price for her welfare and nationalist
policies.

in accordance with the law and in good faith.”
On Thursday, Humala is to hand power over
to Pedro Pablo Kuczynski, who has also said
he will not pardon Fujimori. He did, however,
leave open the possibility of allowing Fujimori
to serve the remainder of his sentence under
house arrest due to his age and poor health,
The New York Times reported. Last month,
Kuczynski defeated the former president’s
daughter, Keiko Fujimori, for the presidency.
Keiko Fujimori assisted her father in requesting
the pardon that Humala rejected three years
ago, but she has not commented on his most
recent request.

Mexican Mayors
Demand Extra
Security After Killings

Mexico’s National Association of Mayors has
demanded that the country’s federal govern-
ment provide extra security to mayors whose
lives are “at risk,” BBC News reported July 25.
The plea comes after two mayors were killed
over the weekend. On Saturday, the mayor of
the town of Pungarabato in Guerrero State was

Soto // File Photo: Town of Pungarabato.

shot and killed. Hours earlier, the mayor of San
Juan Chamula in Chiapas State was killed. The
mayors’ association called on the government
“to prepare and put in place security protocols
for mayors” and to investigate the killings, BBC
News reported. In the first attack on Saturday,
San Juan Chamula Mayor Domingo Lépez

and his deputy, Narciso Lunes, were holding

a meeting in the town square with residents
who had been protesting when gunmen began
shooting. Four people, including Lépez and
Lunes, were killed, and a dozen others were

wounded. The motive remains unclear. In the
second attack, an armed gang ambushed the
car that Pungarabato Mayor Ambrosio Soto
was traveling in along a main highway, killing
him and his driver. Two weeks ago, Soto posted
a message on Twitter, saying that he had been
threatened by “organized crime,” and adding
that his cousin had been murdered. “It’s time
to act, Mr. President @EPN," Soto said in the
tweet, addressing Mexican President Enrique
Pefia Nieto. Soto had received threats after

he refused to hand over part of his municipal
budget to a drug gang, local press reported.
Soto had requested extra security for himself
and his family as early as January, Guerrero
Governor Héctor Astudillo Flores told reporters
on Saturday, CNN reported. “#TerraCaliente
needs you,” Soto added in a Twitter posting,
referring to a region that includes parts of Mex-
ico State, Guerrero and Michoacén, BBC News
reported. Terra Caliente, which is known for its
hot temperatures, has seen a surge in violence
as drug gangs and vigilantes fight for control.
Pefia Nieto has said security in the area is “one
of the greatest challenges.” Many businesses
in the area face extortion by drug gangs or vigi-
lantes and are forces to pay for “protection.”

Anti-Doping Agency
Lifts Suspension of
Rio Testing Lab

The World Anti-Doping Agency, or WADA, said
July 20 that it had lifted the suspension on

the Rio de Janeiro-based lab that will be the
center for drug testing of Olympic athletes

at next month's Games, lifting a logistical
burden on efforts to keep athletes from using
performance-enhancing drugs, The Wall Street
Journal reported. Last month, WADA had sus-
pended the Brazilian Doping Control Laboratory
in Rio due to an unspecified “non-conformity.”
Later that same month, Brazil replaced the
head of the country's federal anti-doping
agency. Since the suspension, the lab has “suc-
cessfully complied” with the necessary steps
toward being able to resume activity, WADA
said in a statement. The Summer Olympics are
to be held in Rio from Aug. 5-21.
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Georges Hatcherian, analyst in
the Financial Institutions Group
at Moody’s Investors Service:
“The main immediate impact
of the Panama Papers is the increased
reluctance of international banks to conduct
correspondent banking with Latin Ameri-
can counterparts due to rising compliance
risks, especially in Central America and the
Caribbean. While the leak has not triggered
a massive severing of correspondent lines
per se, it has increased reputational risks
in banking systems, with some already
facing headline risks from corruption and
money laundering scandals. Small banks are
mostly affected, given their limited capacity
to invest in new compliance controls to
maintain cross-border correspondent bank-
ing relationships. For the particular case
of Panama'’s financial system, the leak has
diminished the initial positive effect from the
country’s removal from the Financial Action
Task Force ‘grey’ list in February. Particu-
larly, the event has negative implications
for Panama’s offshore banks because it
may lead some foreign companies and
individuals engaged in legal activities to cut
their ties with the country’s banks, reducing
deposit and earnings growth. The region’s
anti-money laundering regulatory framework

is gradually evolving. Panama’s AML law
passed in April 2015 calls for the country's
Financial Intelligence Unit to share infor-
mation with foreign counterparts. Also, last

‘ Regulators have taken
actions over the past
year to crack down
on the channeling
of illegal resources
through banks...."

— Georges Hatcherian

March, Mexico announced a new platform to
monitor dollar-denominated interbank trans-
fers, which should help reduce the country’s
vulnerability to money laundering. In addi-
tion, regulators have taken action over the
past year to crack down on the channeling
of illegal resources through banks, including
the seizure of Panama'’s Balboa Bank & Trust
and Honduras’ Banco Continental.”

The Advisor welcomes comments on its Q&A
section. Readers can write editor Gene Kuleta
at gkuleta@thedialogue.org.

JOB POSTINGS

EDITOR’S NOTE: We are pleased to share Latin America-related job postings that readers of

the Advisor and others have posted recently.

Chevron: Threat Analyst, Houston, Tex.

Smiths Detection: Program Manager, Latin America and Caribbean, Miami/Ft. Lauderdale, Fla.

Dell: Technical Sales Manager, Latin America North, Panama

Pan-American Development Foundation: Chief Development Officer, Washington, D.C.

Inter-American Dialogue: Accountant, Guatemala
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