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FEATURED Q&A

What Headwinds
& Tailwinds Face
Chilean Banks?

Chile’s banking sector shows several signs of strength, commentators say below. Santiago is
pictured. // File Photo: “You Know” via Creative Commons.

Banco Santander Chile on Oct. 30 reported 243.1 billion

pesos ($252.9 million) in net income attributable to share-

holders for the third quarter, an increase of 11.7 percent

as compared to the second quarter. How strong is Chile’s
banking sector, and what headwinds and tailwinds does the sector face
in the months ahead? To what extent have President Gabriel Boric's
policies helped or hurt Chile’s financial services sector? What do the
Chilean central bank’s interest rate cuts mean for the country’s commer-
cial banks?

Felipe Carvallo Mendoza, vice president and senior credit of-
ficer in the Financial Institutions Group of Moody's Ratings:
“Chilean banks remain strong, with ample profitability, improv-
ing capitalization and deep core funding that is supported
by strong, albeit pressured, government institutions with a long history
of prudent macroeconomic and fiscal policymaking. Chile’s largest rated
banks reported lower profitability in the third quarter, in line with reduced
net interest margins on a smaller variation of the inflation-linked peso
and less income from relatively higher-yielding government securities.
High interest rates will continue to limit loan growth and a substantial
decline in problem-loan ratios. Cuts to interest rates have resulted in a
drop in funding costs, but interest rates remain high, which is limiting
credit demand and loan growth. Although delinquency ratios continued
to increase in the quarter, banks maintain ample loan-loss reserves. More
stringent Basel lll-like capital requirements will ensure loss absorption
gains that stem from recent increases of core capital and Additional Tier

Continued on page 3

TOP NEWS

BANKING

Banco do Brasil
Reports 8.3% Rise
in Profit for Q3

State-run Banco do Brasil on
Nov. 13 reported 9.5 billion reais
($1.6 billion) in profit for the third
quarter, an increase of 8.3 percent
as compared to the same quarter
a year earlier.
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FINANCIAL TECHNOLOGY

Nu Holdings Sees
Profit Rise 66.5%
in Third Quarter

Nu Holdings, the holding company
of Nubank, on Nov. 13 posted
adjusted net income of $592.2
million for the third quarter of
this year, a 66.5 percent increase
year-on-year.
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FINANCIAL TECHNOLOGY

Argentina’s Uala
Raises $300 Mn
in Funding Round

Argentine financial technology
company Uald raised $300 million
in a funding round earlier this
month. CEO Pierpaolo Barbieri
said the company wants to be-
come Argentina’s largest bank.
Page 2

Barbieri // File Photo: @pbarbieri
via X.
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Banco do Brasil
Reports 8.3% Rise
in Profit for Q3

Brazilian state-run commercial bank Banco

do Brazil on Nov. 13 reported that its profit in
this year's third quarter grew by 8.3 percent
compared to the same period last year, Reuters
reported. Banco do Brasil’s profit of 9.5 billion
reais ($1.6 billion) was greater than the
average analyst prediction from market data
firm LSEG, according to Reuters. Brazil's rising
core interest rates—which have diverged from
those of other major Western Hemisphere
economies’ in recent months—helped boost the
bank’s profits, according to Banco do Brasil’s
quarterly earnings release. The bank took in
$4.5 billion in revenue from interest in the third
quarter, a 9.3 percent increase from the third
quarter of 2023, the bank announced. Banco do
Brasil is the second-largest bank in Brazil, as
well as across all of Latin America, when mea-
sured by total assets, according to data from
S&P Global. While the bank reported increased
profits amid high interest rates, outstanding
loans and delinquency rates also rose in the
third quarter, Reuters reported. “Higher interest
rates can dampen demand for loans, particu-
larly in retail and mortgage segments, and they
can lead to increased loan defaults,” Guilherme
Gomes, consultant at BMJ Consultores Asso-
ciados, told the Financial Services Advisorin a
Q&A published Nov. 6. “This can further erode
banks’ profitability,” Gomes added.

FINANCIAL TECHNOLOGY NEWS

Apple Pay Becomes
Available to Users
in Paraguay

Apple Pay is now available in Paraguay, with
Mastercard announcing on Nov. 5 that it will
offer digital credit and debit card services in

the country through Apple’s contact-free sys-
tem. Customers of Banco Continental, Banco
Itat and Banco Ueno, three of the largest
banks operating in Paraguay, who own Apple
iPhones now have access to digital card ser-
vices, Mastercard announced. “We are thrilled

iPhones accounted for
around 10 percent of the
smartphone market share
in Paraguay in 2023.

to work with our issuers to bring the ease,
security and privacy of Apple Pay to consumers
in Paraguay,” said Federico Cofman, Master-
card cluster leader for Argentina, Paraguay

and Uruguay, in a company statement. “This
launch reinforces Mastercard’'s commitment to
offering innovative solutions so people choose
how they want to pay,” Cofman added. iPhones
accounted for around 10 percent of the smart-
phone market share in Paraguay in 2023, with
Android devices accounting for the remaining
90 percent of smartphone sales, according

to data from World Population Review. A new
iPhone costs approximately $1,500 at online re-
tail stores in Paraguay. Meanwhile, the average
Paraguayan makes $5,870 per year—meaning
an average earner would need to spend more
than 25 percent of their annual income in order
to buy an iPhone—according to the Internation-
al Monetary Fund.

Argentine Fintech
Uala Raises $300 Mn
in Funding Round

Argentine financial technology company Uald
raised $300 million in its latest funding round,
the Financial Times reported on Nov. 11. Alli-
anz X, an investment unit of insurance provider
Allianz, and hedge fund manager Alan Howard
led the funding round, the newspaper reported.
“This fundraising round will allow Uala to never
raise capital again and to reach full profitability
in all our markets,” Uala CEO Pierpaolo Barbieri

NEWS BRIEFS

Brazil’s BTG Pactual
Reports 15% Rise in
Profit for Third Quarter

Brazil-based Banco BTG Pactual on Nov. 12
reported a 15 percent year-on-year increase

in adjusted net income for the third quarter,
Reuters reported. The bank said stronger op-
erational leverage helped to drive results. BTG
Pactual said its adjusted net income for the
quarter amounted to 3.21 billion reais ($557.83
million), while revenue grew 14 percent to 6.45
billion reais. “Client franchises continued to ex-
pand, posting record revenues in wealth, asset
and corporate lending businesses,” BTG said.

Crypto Expert Who Signed
Plea Deal Fatally Shot at
Sao Paulo’s Int’l Airport

A Brazilian businessman with ties to orga-
nized crime was fatally shot on Nov. 7 in Sdo
Paulo’s Guarulhos airport, BBC News reported.
Cryptocurrency expert Antonio Vinicius Lopes
Gritzbach had previously laundered money for
the Primeiro Comando da Capital organized
crime group. He had recently signed a plea
deal and was in the process of telling officials
how he laundered the group’s money, according
to BBC News. Lopes Gritzbach was killed by
two hooded assailants who opened fire with
sub-machine guns just outside of the entrance
to the airport’s terminal, BBC news reported.

Swiltzerland’s Julius Baer
Reportedly Eying Sale
of Brazilian Operation

Switzerland-based private bank Julius Baer is
working with Goldman Sachs to advise it on the
potential sale of its operation in Brazil, Reuters
reported Nov. 6, citing three unnamed people
familiar with the matter. The operation could
be valued at between $100 million and $150
million, said one of the sources, who is consid-
ering a bid, the wire service reported.
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told the Financial Times. Ual4, which offers
credit, payment and loan services, is now val-
ued at $2.75 billion, Bloomberg News reported.
The company was launched in 2017, and its
customer base now accounts for 17 percent
of Argentina’s adult population, according to
Bloomberg News. “Our goal with this round

is to become the largest bank in Argentina,
period,” Barbieri told the Financial Times. Uald
has tripled the size of its loan portfolio, said
Barbieri. Argentine President Javier Milei's

1

Our goal with this

round is to become
the largest bank in
Argentina, period.”

— Pierpaolo Barbieri

reforms have begun to lead to an expansion in
the country’s credit market, the Financial Times
reported. The country’s credit market is cur-
rently equivalent to about 5 percent of its gross
domestic product. By comparison, Brazil’s is
equivalent to about 50 percent of its GDP, and
Chile’s amounts to about 90 percent of its GDP,
said Barbieri, the Financial Times reported. Mil-
ei visited Uald's offices in Buenos Aires on Nov.
11 to celebrate Uald's new round of funding,
which marks the single largest venture capital
investment in Latin America in 2024, Argentine
daily newspaper Clarin reported. “The country
is entering its best moment of the last hundred
years, at least,” said Milei.

Brazil’s Nu Holdings
Reports 66.5% Rise in
Adjust Profit for Q3

Brazil-based Nu Holdings on Nov. 13 posted
adjusted net income of $592.2 million for

the third quarter of this year, a 66.5 percent
increase from its adjusted profit of $355.6 mil-
lion in the same quarter a year ago. Net income
for this year's third quarter amounted to $553.4
million. The holding company of Nubank, Latin
America’s largest fintech bank, said in an

FEATURED Q&A / Continued from page 1

1 capital issuances. Liquidity remained solid
after central bank liquidity lines were repaid,
and the proposals for pension reform limit
uncertainties about the domestic long-term
financing for banks. One-offs would have
allowed some to report better returns on as-
sets. Lower provisioning expenses indicate
a trend shift, except at Santander, which
reported an increase related to a one-time
revaluation of collateral in its commercial
portfolio. One-time losses at Bci were
related to changes in its investment portfolio
strategy in its Florida operations and at Itau
related to a single impaired loan. Despite no-
tably higher profitability at Santander, Banco
de Chile remains the most profitable of the
five largest banks we rate in country.”

Cynthia Cohen Freue, manag-

ing director and sector lead

for Latin America financial

services at S&P Global Ratings:
“The Chilean banking system has remained
resilient despite social unrest and polit-
ical challenges, thanks to conservative
underwriting, healthy margins and prudent
regulation. Banks continue to post solid
profitability, manageable asset quality and
strong capital levels. Although asset quality
has weakened slightly, it remains manage-
able. Banks have successfully replaced
pandemic-era central bank funding and

earnings statement that it added 5.2 million
customers in this year's third quarter, reaching
a total of 109.7 million globally as of Sept. 30.
The customer growth amounted to a 23 per-
cent increase year-on-year. In Brazil, Nubank’s
customer base reached 98.8 million as of the
end of the quarter, and the bank added an
average of 1.1 million customers monthly, the
company said. Since the end of the quarter,
Nubank surpassed 100 million customers in
Brazil. Nu said it also saw strong growth in
Mexico, where it added 1.2 million customers
in the third quarter, bringing its total number
of customers there to 8.9 million. In Colombia,
Nu surpassed two million customers, it added.

increased their capitalization to align with
new regulations. As a result, on Oct. 28,
S&P Global Ratings revised its outlook to
stable from negative on 12 Chilean financial
institutions. However, challenges persist,
hindering banks’ performance. While lower

‘ The Chilean banking
system has remained
resilient despite
social unrest and
political challenges..."
— Cynthia Cohen Freue

interest rates could stabilize asset quality
and benefit the commercial real estate
sector, to which banks are exposed, reduced
credit demand due to subdued economic
performance is intensifying competition in
the corporate lending sector, thereby squeez-
ing margins. Additionally, the shift from low-
cost pandemic funding to more expensive
sources could negatively impact margins.
Banks must also invest heavily in technology
to meet customer expectations and enhance
cybersecurity, which could further strain
profitability. Overall, maintaining strong
profits amid these challenges remains the
banks’ greatest obstacle.”

Continued on page 6

“This growth further strengthens Nu's position
as one of the fastest-growing digital services
platforms worldwide, and one of the largest
financial institutions in Latin America by
number of customers,” the company said in the
statement. “In Brazil, Nu has already become
the institution with the largest number of active
customers in credit operations,” it added. Nu
reported that its earnings in the third quarter
grew 56 percent year-on-year to a record $2.9
billion. “Our third quarter 2024 underscores the
strength of our business model, demonstrating
top-line growth and sustained profitability,” said
Nubank's founder and chief executive officer,
David Vélez.
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ADVISOR Q&A

Are Argentina & the IMF
Headed Toward a New Deal?

Bitcoin Enthusiasts
Cheer Crypto Rally at
El Salvador Gathering

Enthusiasts of Bitcoin who were meeting Nov.
15 at a conference in El Salvador cheered the
rally in the cryptocurrency since Donald Trump
was elected president of the United States
earlier this month, Reuters reported. Support-
ers of the cryptocurrency met outside San
Salvador. “Trump understands what it's like to
be a capitalist, he’s going to get out of the way
and remove regulations that are not necessary,’
Charlie Stevens, a native of Ireland who has
lived for a year and a half in El Salvador, told
the wire service. “Bitcoin is growing very, very
fast in front of the eyes of the whole world.
And the whole world has its eyes on El Salva-
dor,” he added. The Salvadoran government's
Bitcoin holdings have grown to more than $500
million, Coin Desk reported Nov. 12. Three
years ago, Salvadoran President Nayib Bukele
made the Central American country the world’s
first to establish Bitcoin as a legal tender, using
the cryptocurrency alongside the U.S. dollar,
Reuters reported. The International Monetary
Fund, with which EI Salvador is negotiating a
loan for $1.3 billion, has criticized the govern-
ment's embrace of Bitcoin. The digital currency
was trading above $92,000 on Nov. 19, hitting
all-time highs after Trump was elected on Nov.
5, the wire service reported.

POLITICAL NEWS

Lula Launches
Global Effort to
Fight Hunger at G20

Brazilian President Luiz Indcio Lula da Silva

on Nov. 18 launched a new global alliance to
fight hunger at the opening of the G20 meeting
in Rio de Janeiro, The Guardian reported.
Hunger and poverty are a “scourge that shames

Argentine Economy Minister
Luis Caputo said last month
that Argentina is in talks with
the International Monetary Fund
over a new agreement to refinance its debt
payments, the Buenos Aires Times reported
on Oct. 23. Argentina currently has a $44.5
billion credit program with the IMF. What
are the most important parts of the ongoing
talks? To what extent does Argentina need
a new agreement with the IMF, and what
should it include? How well are the IMF and
Argentina working together, overall?

Claudio Loser, visiting senior
fellow at the Inter-American Di-
alogue, president of Centennial
Group Latin America and former
head of the Western Hemisphere Depart-
ment of the International Monetary Fund:
“While no official negotiations are taking
place, it is understood that there are conver-
sations about a follow up program support-
ed by the IMF, with some new funding. From
a financial point of view, Argentina does not
need an arrangement now to repay its debts
to the IMF. Repayment obligations start only
in the second half of 2026. Interest pay-
ments need to be made, but Argentina has
benefited from a general reduction of fees
and charges to all IMF debtors, a net gain
to the country. Under these circumstances,

humanity,” said Lula. The world has 733 million
people who are undernourished, according

to the United Nations Food and Agriculture
Organization. “In a world that produces nearly
six billion [metric] tons of food every year,

this is unacceptable,” Lula told leaders of G20
countries, including Joe Biden of the United
States, China's Xi Jinping, Britain’s Keir Starmer
and France’s Emmanuel Macron, The Guardian
reported. “It is the task of those gathered
around this table to address this shameful

the Milei government may be thinking of a
scenario with no new arrangement from the
IMF, and thus free from its conditions. This
is an unwise strategy. A new program would
provide a ‘quality seal of approval’ to the
economic plan of the government, together
with new money. The amount would be
smaller than what Minister Caputo wants. It
may be $7 billion versus the $15 billion that
is sought after. However, this would help
Argentina mobilize resources from the World
Bank, the Inter-American Development Bank
and others, including private lenders. The
IMF and Argentina see eye-to-eye regarding
macroeconomic adjustment and other cor-
rective measures. The two main discrepan-
cies are the elimination of exchange controls
(the ‘Cepo’), where the IMF wants faster
action, and a better quality of further fiscal
adjustment, to protect the vulnerable sectors
of the population. Milei may wait until Trump
becomes president of the United States, but
the general conditions would not be signifi-
cantly different if negotiations are carried
out now or later.”

EDITOR’S NOTE: More commentary on this
topic appears in the Nov. 15 issue of the
Latin America Advisor.

scourge that dishonors humanity,” said Lula.
“For this reason, we have made the launch of
the Global Alliance Against Hunger and Poverty
the central goal of Brazil's G20 presidency,” he
added. Also at the G20 meeting, Biden pledged
$4 billion for a World Bank unit that focuses
on grants and low-interest loans to the world'’s
poorest countries, Bloomberg News reported.
The U.S. Congress would have to approve the
funding, which would go to the International
Development Association.
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NEWS BRIEFS

Mexico’s Sheinbaum
Calls for Global
Reforestation Fund

Mexican President Claudia Sheinbaum called
for the creation of a global reforestation fund
at the first day of the G20 summit in Rio de
Janeiro on Nov. 18, Mexican daily newspaper
El Universal reported. Sheinbaum proposed
that countries in attendance set aside $24
billion per year—equal to 1 percent of G20
members’ total military spending—to restore
15 hectares of forest annually. World powers
should “stop sowing wars; let's sow peace and
sow life,” Sheinbaum said in a post on social
media site X.

Moody’s Ratings
Downgrades Outlook
for Mexico to Negative

Moody's Ratings on Nov. 14 downgraded its
outlook for Mexico to negative from stable,
saying the change was due to policy and
institutional weakening that can take a toll

on the economy and government accounts,
Reuters reported. Moody's also cited growing
government spending, leading to a wider fiscal
deficit, and the country’s controversial overhaul
of the judiciary, which it says risks “eroding
checks and balances” in Mexico.

Son of Ex-Ecuadorean
Official Pleads Guilty in
U.S. to Money Laundering

The son of a former Ecuadorean official con-
victed of involvement in the Odebrecht bribery
scandal on pleaded guilty on Nov. 12 to money
laundering charges in a U.S. federal court,
CBS News Miami reported. Miami-based John
Polit, a former banker, is accused of laundering
millions of dollars in illicit income on behalf

of his father, Carlos Polit, who was Ecuador’s
comptroller general from 2007 to 2017. Carlos
Polit was sentenced to a 10-year term in U.S.
federal prison in October.

United Nations
to Resume Aid
Flights in Haiti

The United Nations announced that it will
resume humanitarian flights within Haiti on
Nov. 19 after halting the flights the previous
week when gangs struck three commerecial
aircraft with gunfire at the international airport
in Port-au-Prince, Reuters reported. The United
Nations had paused the airborne relief efforts
amid escalating violence and regulatory issues,
and the U.S. Federal Aviation Administration
banned all U.S. airlines from flying to the
country until mid-December, the wire service
reported. The United Nations" humanitarian air
service will now attempt to resume operations
out of Port-au-Prince’s Toussaint LOuver-

ture Airport. Gangs have made substantial
territorial gains in recent weeks in Port-au-
Prince, according to the United Nations. More
than 20,000 people were displaced in Haiti's
capital between Nov. 11 and Nov. 15, the U.N.
International Organization for Migration said in
a statement.

APEC Summit Ends
in Lima, Biden Meets
With China’s Xi

The two-day Asia-Pacific Economic Cooper-
ation forum summit wrapped up Nov. 16 in
Lima, with U.S. President Joe Biden seeking
to firm up alliances that could be upended by
President-elect Donald Trump, who takes office
in January, the Associated Press reported. At
the summit, Biden praised cooperation among
Japan, South Korea and the United States but
warned leaders about a “dangerous and desta-
bilizing cooperation” between North Korea and
Russia, the AP reported. Chinese President Xi
Jinping held a formal dialogue with Biden on
Nov. 16—the third and final meeting between
the two leaders. Biden and Xi discussed
ongoing tensions between the United States
and China, including those relating to Taiwan
and narcotics trafficking, the U.S. Embassy in
Peru said in a statement. On drug trafficking,

“both sides affirmed the importance of con-
tinued coordinated law enforcement actions,
information exchanges to identify new and
emerging drug trends,” the embassy said in the
statement. Regarding Trump, who has pledged
to substantially raise U.S. tariffs on Chinese
goods, Xi told Biden that China is “ready to
work with a new administration to maintain
communication,” the AP reported.

China’s Xi Oversees
Opening of Peru’s
Port of Chancay

Chinese President Xi Jinping on Nov. 14
oversaw the inauguration of the long-awaited
Port of Chancay, Reuters reported. The port,
located approximately 50 miles north of Lima,
is exclusively operated by Chinese state-run
shipping firm Cosco, which has already invest-
ed $1.3 billion into the project, according to
Reuters. Xi attended the inauguration ceremo-
ny virtually alongside his Peruvian counterpart,
Dina Boluarte, on the sidelines of the ongoing
Aisa-Pacific Economic Cooperation summit

in Lima, the wire service reported. On Nov.

14, Xi published an opinion article in Peruvian
newspaper El Peruano in support of the port,
noting that the new deep-water port will reduce
logistics costs for shippers between Peru

and China by 20 percent. Xi also said that the
Port of Chancay will generate $4.5 billion in
additional income for Peru per year and that it
will directly employ more than 8,000 people.
The port's opening represents China’s desire
in the region to “practice true multilateralism,
promote an equal and orderly multipolar world
and a universally beneficial and inclusive
economic globalization,” Xi wrote. Earlier this
month, U.S. Southern Command chief Laura
Richardson told the Financial Times that the
port could “absolutely” be used for military
purposes, underscoring a key concern among
certain security policy circles. [Editor’s note:
See related Q&A in the Nov. 5 issue of the daily
Latin America Advisor.]
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FEATURED Q&A / Continued from page 3

Abraham Martinez, director
and country head for bank
ratings in Chile and Argentina at
Fitch Ratings: “Chile’s banking
sector has been one of the strongest in the
region, and it is influenced by a more benign
operating environment and the strong legal
and regulatory framework for banks, which
include an independent central bank and
banking authority, as well as the adoption
of Basel Ill standards, which have been in
place since 2019. The banking system is
sufficiently capitalized for its risk profile,
with a reported CETT1 ratio of 12.1 percent in
this year's third quarter. The banking system
has administered the increase in credit risk
by accumulating provisions and collaterals.
Bank credit is performing in line with our
expectations and the business cycle, and
credit activity has evolved in line with pre-
vailing macroeconomic conditions, although
it remains low relative to historical trends.
Fitch expects a moderate credit expansion
for Chilean banks in 2025 that is about equal
to GDP, given the modest economic perfor-
mance (forecasted GDP growth: 2.2 percent
average in 2024-2026), the ongoing low
demand for private credits and banks’ lower
risk appetite. Government policy has been

neutral for capital markets and the banking
system, highlighting progress on the new
regulatory framework for fintech. Two new
banking licenses were approved in 2024, the
first after 10 years, while the regulator con-

1

Chile's banking
sector has been
one of the strongest
in the region...”

— Abraham Martinez

tinued convergence with Basel 3 and issued
a white paper on bank resolution. Converse-
ly, easing monetary policy could help reduce
funding costs. However, the delay in the
recovery of more sensitive sectors (such as
construction, real estate and consumer prod-
ucts) contributed to increase delinquency
rates, which are high by historical standards,
especially in commercial loans.”

The Advisor welcomes comments on its
Q&A section. Readers can write editor Gene
Kuleta.
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