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FEATURED Q&A

Will More Bank
Lending Spur
Colombia’s GDP?

During talks with Colombian President Gustavo Petro’s government, banks agreed in August to
boost lending by 55 trillion pesos ($13.6 billion). // File Photo: Colombian Government.

Colombian President Gustavo Petro announced Aug. 27 that

his government had reached an agreement with banks to in-

crease lending in order to spur the country’s economy. Banks

will boost lending by approximately $13.6 billion to several
sectors, with loans being distributed over 18 months. How successful
will the effort be at reinvigorating Colombia’s economy? Which sectors
will be most affected? Are Colombian banks currently lending too little,
and how will their deal with the government affect lenders?

Andrés Marquez, senior director for Latin America Financial
Institutions at Fitch Ratings: "Amid declining inflation rates,
Colombia’s economic landscape remains marked by low GDP
growth and heightened uncertainty. The central bank has
adopted an expansionary policy by cutting the policy interest rates, but
political instability, volatile commodity prices and global economic uncer-
tainty continue undermining investor confidence and consumer spending.
To address these challenges, the Colombian government has negotiated
an agreement with local banks to allocate 55 trillion pesos in credit
over an 18-month period to targeted strategic economic sectors. This
initiative aims to foster growth and stability in key areas without imposing
mandatory lending requirements on the banks, thus avoiding President
Petro’s initial proposal of compulsory investments. Under this agreement,
banks will extend loans to sectors crucial for economic development,
including agriculture, sustainable energy, mortgage loans and small and
medium-sized enterprises (SMEs). By avoiding a compulsory investment
approach, banks can manage their risk profiles effectively while still con-

Continued on page 3
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Mercado Pago
Raises $181 Million
Through Debt
Issuance in Brazil

Mercado Pago, a division of
e-commerce giant Mercado Libre,
announced on Sept. 23 that it
has raised 1 billion reais ($181.2
million) through a debt issuance
in Brazil.
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PENSIONS

Argentina’s Milei
Defeats Attempt to
Increase Pensions

Argentina’s Congress on Sept. 11
failed to override President Javier
Milei's veto of a measure that
would have boosted pensions.
Page 3

CREDIT CARDS

Brazil Seeking

to Bar Use of
Credit Cards for
Online Gambling

Brazil's government is seeking

to bar the use of credit cards

for online gambling. The move
comes as President Luiz Indcio
Lula da Silva has sought to tighten
regulations on betting.
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Lula // File Photo: @LulaOficial
via X.

COPYRIGHT © 2024, INTER-AMERICAN DIALOGUE




FINANCIAL SERVICES ADVISOR

September 12-25, 2024

FINANCIAL TECHNOLOGY NEWS

Mercado Pago Raises
$181 Million Through
Brazil Debt Issuance

Fintech platform Mercado Pago announced

on Sept. 23 that it has raised 1 billion reais
(8181.2 million) through a debt issuance in Bra-
zil, Reuters reported. Mercado Pago, a division
of e-commerce giant MercadoLibre, will use
the new funding to boost its credit, payment
and cryptocurrency services in Brazil, Reuters
reported, citing a company statement. Mer-
cado Pago’s standing in the region was also
bolstered recently by a $250 million financing
deal signed on Sept. 18 between MercadoLibre
and JPMorgan, which will help Mercado Pago
expand the reliability and scope of its digital
payment operations in Mexico, Forbes Mexico
reported. Mercado Pago represents around 40
percent of MercadoLibre’s revenue, the com-
pany disclosed in its second quarter filing of
this year with the U.S. Securities and Exchange
Commission. With a new influx of financing,
Mercado Pago is now seeking to continue ex-
panding in Brazil and Mexico, two markets that
are already relatively predisposed to digitizing
some financial services. Mexico ranked first
and Brazil ranked third among countries in
Latin America and the Caribbean on the 2024
edition of the Global Crypto Adoption Index, a
per-capita measure of the extent to which each
country uses cryptocurrency, which was pub-
lished in early September by New York-based
blockchain analysis firm Chainalysis.

Nasdaq to Provide
AxionSL to
Brazil’s Nubank

Stock exchange operator Nasdaq announced
on Sept. 23 that it has agreed to provide its Ax-
iomSL regulatory reporting solution to Brazilian
digital bank Nubank. “The agreement extends
Nasdaq’s existing partnership with Nubank
which includes providing the technology that

underpins the bank's treasury function—man-
aging its fixed income and money market
operations—and now the bank’s regulatory
reporting obligations in Colombia,” New York-
based Nasdaq said in a statement. “It also
reflects the accelerating demand for third-party
financial technology solutions in Latin America,
driven by the rapid growth and development of
digital banking in the region and the compet-
itive need for technology that can support a
short time to market for new products and
services,” Nasdaq added. Nasdaq currently has
more than 50 banking and payment services
clients in Latin America, including a “broad
range” of traditional and digital banks, as well
as local and regional financial services com-
panies and tier-one global banks, Nasdaq said.
The AxiomSL technology supports regulatory
and financial reporting requirements in 55
counties and among 110 regulators, Nasdag
said. “Digital banking services in Latin America
are experiencing a period of extraordinary
development, with online marketplaces, open
banking and innovative technology combining
to empower a new generation of consumers,”
Ed Probst, senior vice president for regulatory
technology at Nasdag, said in a statement.
“We welcome the opportunity to expand our
partnership with Nubank, alongside many other
clients in the region, to support their ambitious
growth trajectory,” he added.

Brazil Seeking to Bar
Use of Credit Cards
for Online Gambling

Brazil's government will seek to prohibit the
use of credit cards for online gambling, a move
that comes amid concerns about Brazilians
going into debt and depleting their savings
through online betting, Finance Minister Fer-
nando Haddad announced Sept. 17, Bloomberg
News reported. Brazil's finance ministry also
said that it will suspend the activities of online
gambling companies that have not sought
authorization to operate in the country by

NEWS BRIEFS

MercadoLibre Signs
$250 Mn Deal With
JPMorgan for Fintech Unit

E-commerce giant MercadoLibre has signed

a $250 million financing agreement with JP-
Morgan in an effort to expand the credit profile
of its fintech unit, Mercado Pago, in Mexico,
Reuters reported Sept. 18. The financing will
bolster the company’s commitment to small
and medium sized businesses in Mexico, Mer-
cadoLibre said. At the end of this year’s second
quarter, Mercado Pago had a $1.5 billion loan
portfolio in Mexico, MercadoLibre said.

Clara Taps Early Investor
as Finance Director

Brazil-based financial technology company
Clara has named an early investor as its new
finance director, Reuters reported Sept. 16.
Travis Foxhall told the wire service that he will
oversee the fintech's financial operations and
also work on raising money for the compa-
ny. Foxhall is heading to Clara from Point72
Ventures and previously was chief of staff at
Brazilian digital bank Neon. “We are in a good
situation from a capital perspective,” Foxhall
said, adding that this year’s growth is close to
projections.

Circle Stablecoin
Integrates With Payment
Systems in Brazil, Mexico

Circle announced Sept. 17 that it has integrat-
ed its digital currency, USDC, into the electronic
payment systems of Brazil and Mexico. Circle,
whose stablecoin digital currency is pegged

to the U.S. dollar, said it now supports local
bank transfers via Brazil's PIX payment system
and Mexico's SPEI. “Eliminating international
wires can drastically reduce the time it takes
to access USDC—from days to just minutes,
releasing capital trapped in the lengthy settle-
ment processes,” Circle said in the statement.
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Sept. 30, according to The Brazilian Report. FEATURED Q&A / Continued from page 1

Companies will have to pay a licensing fee of

30 million reais ($5.4 million) to operate three tributing to national economic objectives,
brands for five years. The ban on unlicensed thereby promoting financial stability within
betting companies will begin on Jan. 1. The the banking sector. However, questions

new measures are President Luiz Inécio Lula da remain about the extent of government
Silva's efforts to regulate online gambling and support through guarantees and the role
seek to prevent Brazilians from experiencing development banks will play in mitigating
financial problems due to betting, Bloomberg the credit risk of the recipients of these
News reported. Haddad described the situation loans. In a related move, the Fondo Nacional
as an “epidemic” that requires the government de Garantias has announced measures to
to act. “It's becoming a serious social problem, support Colombia’s economic reactivation
and we have to face it,” said Haddad. Since by expanding its loan coverage across all
Brazil legalized online gambling in 2018, the sectors and introducing a special product
country has become one of the world's largest for housing improvements. The agreement’s
markets for online betting, the news service re- amount represents less than 10 percent
ported. However, Brazil did not seek to regulate of gross loans as of June 2024. Given the
the industry until last year, when lawmakers recent low loan growth and increasing credit
approved a framework for online gambling demand amid lower rates, this goal appears
companies that seek to operate in the South achievable.”

American country. In just the last six months,

approximately 25 million Brazilians have Alfredo Calvo, managing direc-
started gambling online, raising the number of tor and sector lead for financial
participants to approximately 52 million, nearly institutions ratings at S&P Glob-
a quarter of the country’s population, according al Ratings: “During the past few
to Sdo Paulo-based research firm Instituto years, total credit in Colombia has grown at
Locomotiva, Bloomberg News reported. a slower pace than the economy. This weak-

ening credit impulse reflects Colombia's

below-trend growth prospects, declining
m investor sentiment related to uncertainty
over the government’s economic policies
and persistently high interest rates. These
factors are limiting credit expansion in the

Argentina’s Milei

Defeats Attempt tO country. For instance, total credit to GDP—

. which is trending downward—was about 42
Increase PGDSlOHS percent in 2023, which is lower than pre-pan-

demic levels (46 percent on average in 2016-

Argentina’s Congress on Sept. 11 failed to over- 2019) and lower than countries with similar
ride President Javier Milei's veto of a measure income levels. Looking ahead, considering
that would have increased spending on pen- the agreement between the government and
sions, the Financial Times reported. Legislators commercial banks to boost the economy,
in the lower chamber voted 153-87 to override we think total loans could expand at more
the veto, falling short of the two-thirds majority than 10 percent in real terms in 2025, after
needed. Milei had said increasing pensions, two consecutive years of contraction. This
which supporters had backed because of growth would allow credit to regain ground.
Argentina’s high inflation, would have harmed The economic sectors that the agreement
his plans to reduce inflation and eliminate the would support—housing construction, home
country's deficit, the Financial Times reported. improvement, manufacturing, agriculture
The increase would have cost the government and tourism—are important contributors
an amount equivalent of about 0.45 percent to Colombia's GDP, and we estimate these

of the country’s gross domestic product. In

sectors represent 25 percent to 30 percent
of total loans in the banking sector. This kind
of joint effort between the public and private
sectors will help improve the business
climate and economic growth, in contrast

to negative intervention by the government
through directed lending, which generally
results in market distortions in the banking
sector and weighs on banks’ earnings. We
do not expect banks to modify their lending
policies as they implement this nonbinding
agreement with the government.”

Alexandre Albuquerque and
Marcelo De Gruttola, vice pres-
idents and senior analysts at
Moody’s Ratings: “The agree-
ment between the Colombian government
and the bank association will require banks
to increase lending to specific economic
sectors by 55 trillion pesos within the next

‘ Colombian banks

are still navigating a
complex credit cycle
that has consistently
affected their
profitability and
asset quality metrics
since 2022."

— Alexandre Albuquerque
& Marcelo De Gruttola

18 months. This initiative includes a nearly
30 percent increase in loan origination to
social housing, manufacturing, agribusiness,
tourism and microcredit, sectors that could
foster the sluggish economic activity in
Colombia. Meeting the loan quotas to these
riskier, government-selected segments could
negatively affect banks’ asset quality, which
has already been under pressure over the
past two years. Banks will, however, have
discretion in selecting borrowers they will
lend to and negotiating interest rates, which
will likely mitigate risks to future profitability

Continued on page 6
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this year's first half, Milei’s austerity measures
generated a surplus equivalent to 1.1 percent
of GDP. “Today 87 heroes stopped the fiscal
degenerates who tried to destroy the fiscal sur-
plus Argentines have worked so hard to build,’
Milei said in a posting on social media site X,
referring to the legislators who voted against
overriding his veto.

POLITICAL NEWS

Supporters of
Arce, Morales
Clash in Bolivia

Supporters of former Bolivian President Evo
Morales and backers of his former protégé and
now bitter rival, current President Luis Arce,
clashed Sept. 22 in the city of El Alto, with the
country’s health ministry reporting that at least
eight people were injured, the Associated Press
reported. The two sides threw homemade
explosives and firecrackers at each other, and
riot police sprayed tear gas in order to disperse
the crowd. The confrontation came as Morales
backers continued a week-long march to La
Paz in a show of support for the former presi-
dent, who is challenging Arce for control of the
ruling MAS party ahead of next year's presi-
dential election. “The MAS has now irrevocably
fractured into two competing party structures,
with factional conflict disrupting congress and
bitterly splitting once unified Indigenous, labor
and other social movements,” Robert Albro,
research associate professor at American
University, told the daily Latin America Advisor
in a Q&A published June 10.

Colombia Suspends
Peace Talks With
ELN After Attack

Colombia's government on Sept. 18 suspended
peace talks with the National Liberation Army,
or ELN, rebels following an attack that killed
two soldiers and injured 20 others at an army

ADVISOR Q&A

What Issues Are Driving
Uruguay’s Upcoming Election?

Uruguayans will go to the polls
on Oct. 27 to select the coun-
try’s next president and vice
president, as well as members
of the country’s legislature. Polls show
that opposition candidate Yamandu Orsi, a
former mayor of Canelones and a member
of the leftist Broad Front coalition, is in
the lead, followed by Alvaro Delgado of the
center-right National Party. Running in third
place is media personality Andrés Ojeda,
of the Colorado Party. What are the main
issues that are important to Uruguayans in
the upcoming elections? What plans are the
leading candidates setting forth to address
these issues? What events in the upcoming
weeks might have the most impact on the
election's results?

Debbie Sharnak, assistant
professor in the department of
history at Rowan University: “So
far, the Uruguayan election has
gone under the international radar. However,
in Uruguay, issues such as security and drug
trafficking, poverty and unemployment, and
the country’s commitment to social security,
are animating debates. The Frente Am-
plio’s Orsi has been defining his campaign
platform as a ‘humanist project’ that ‘aims
to fight inequality, and proposals to fight
child poverty have been a centerpiece of his
campaign. Yet, he also proposes measures

base in Arauca province, the Associated Press
reported. “Today, the dialogue process is sus-
pended,’ the government’s delegation said in a
statement. “lts viability is severely damaged,
and its continuity can only be recovered with
an unequivocal manifestation of the ELN'’s will
for peace,” it added. Colombia’s government
blamed the ELN for the attack, saying it fired
homemade rockets from a cargo truck that

to fight organized crime such as developing
a Comprehensive System to Fight Organized
Crime and Drug Trafficking and creating a
Special Task Force for highly dedicated crim-
inal investigation. Nacional’s Delgado has
proposed similar task force ideas to combat
organized crime modeled on Italy, but his
economic programs rests on reducing
public employees (he says by 15,000) while
creating new jobs (at least 60,000) through
seeking trade liberalization with China and
others. Yet, two referendums will be voted
on simultaneously and are also a huge part
of the political discussion. One has been
spearheaded by the national umbrella trade
union, the PIT-CNT, and deals with social
security reforms including the elimination

of private pension fund administrators, low-
ering the retirement age to 60 (after it was
raised to 65 last year) and aligning minimum
pensions with the national minimum wage.
Delgado strongly opposes it. The other pleb-
iscite would allow nighttime police raids.
This appears to be a popular idea to combat
drug trafficking but remains a controversial
issue 40 years after the conclusion of the
country’s dictatorship.”

EDITOR’S NOTE: More commentary on this
topic appears in the Sept. 23 issue of the
daily Latin America Advisor.

was parked near the army base in the town of
Puerto Jordan. Most of the people who were
wounded in the attack were taken by air to a
hospital in Bogotd, the AP reported. President
Gustavo Petro visited hospitalized patients on
the day after the attack. Colombian authorities
announced a reward of as much as $23,700
for information leading to the arrest of the
perpetrators of the attack, the AP reported.
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NEWS BRIEFS

Peru’s Central Bank
Expects 3.1 Percent
Growth This Year

Peru's central bank said Sept. 20 that it

expects the country’s economy to grow 3.1 per-

cent this year and another 3 percent next year,
Reuters reported. The bank indicated expecta-
tions for a rebound following the GDP's plunge
last year. Central bank chief Julio Velarde said
in a presentation that the growth might be
“biased to the upside,” although it expects a
trade surplus of $21.67 billion for this year, a
new record, Reuters reported.

Haiti Creates Council to
Organize First General
Elections Since 2016

Haiti's government on Sept. 18 established a
new provisional electoral council to organize
the country’s first general elections since
2016, the Associated Press reported. Smith
Augustin, a member of Haiti’s transitional
presidential council, told the wire service that
the council was established, though with only
seven of the nine members that it is intended
to have by law. The two other members would
be announced soon, he said. Haiti's previous
electoral council was dissolved in 2021 by
then-Prime Minister Ariel Henry, who accused
it of partisanship.

U.S., Dominican Officials
Arrest Nearly a Dozen
People in Drug Ring Case

Almost a dozen people were arrested on Sept.
18 by U.S. and Dominican officials in a joint
operation targeting a drug ring, the Associated

Press reported. The U.S. Drug Enforcement Ad-

ministration and the U.S. Southern Command

collaborated with the Dominican Republic’s An-

ti-Drug Agency to arrest individuals including
two suspected leaders of a drug gang believed
to be responsible for trafficking more than two
tons of drugs into the Dominican Republic.

Authorities also announced a reward of as
much as $948,000 for the ELN's main leaders,
the wire service reported. The government re-
started talks with the ELN in late 2022, holding
six rounds of negotiations with the rebels in
Mexico, Cuba and Venezuela, Reuters reported.
The talks had been stymied in recent months
as the government decided to also engage an
ELN splinter group in separate talks. Negotia-
tions broke down between the two sides, and
the ELN restarted kidnappings, a practice it
said it had abandoned during the talks. Since
the expiration in early August of the cease-fire
between the ELN and the government, the
rebels have stepped up their offensive against
the military and police and have also resumed
bombings of pipelines, causing oil spills,
Reuters reported. Petro likened the attack to
one that the ELN carried out in 2019, which
targeted a police academy in Bogotd, the AP
reported. That attack left 22 people dead,
including one assailant, and dozens more were
wounded. The attack led to a halt in peace
talks between the ELN and the government of
then-President Ivan Duque.

Courts in Argentina,
Venezuela Order
Presidents’ Arrests

Relations between Argentina and Venezuela
deteriorated further on Sept. 23 as courts in
the two South American countries ordered

the arrests of each other’s presidents, the
Associated Press reported. A federal court

in Argentina issued an order calling for the
immediate arrests of Venezuelan President
Nicolds Maduro and his interior minister, Dios-
dado Cabello, for allegedly committing crimes
against humanity against dissidents, the wire
service reported. Three members of the Argen-
tine court, Pablo Bertuzzi, Leopoldo Bruglia
and Mariano Llorens, issued an order calling
for “the arrest warrants for Nicolds Maduro and
Diosdado Cabello be executed immediately,
and that their international arrest should be
ordered via Interpol for the purposes of extra-
dition to the Argentine Republic.” The order
came hours after Venezuela’s Supreme Court

ordered the arrest of Argentine President Javier
Milei and members of his government over the
2022 seizure of a Venezuelan cargo plane, the
Miami Herald reported. Argentine authorities
seized the plane, accusing its crew, made up of
Venezuelans and Iranians, of espionage.

Argentina’s Economy
Contracts for Third
Straight Quarter

From April through June, Argentina’s economy
contracted for the third consecutive quarter,
shrinking 1.7 percent from the quarter ending
in March and contracting the same percentage
from the second quarter of last year, according
to government statistics published Sept. 18,
Bloomberg News reported. The country’s capi-
tal investment, consumer spending and govern-
ment spending all shrank in the second quarter,
though a higher level of exports during the

Milei // File Photo: @JMilei via X.

harvest season offset a portion of the declines.
The farming sector grew 81.2 percent year-on-
year, and fishing rose 41.3 percent, according
to statistics agency INDEC, Reuters reported.
The recession is Argentina’s sixth in the past
decade, Bloomberg News reported. President
Javier Milei, who took office last December,
has warned that his economic “shock therapy,’
which included a 54 percent devaluation of the
peso, would be painful, but necessary. Amid
Milei’s austerity measures, Argentina’s foreign
currency deposits have risen by approximate-
ly $8 billion since Milei took office, Reuters
reported Sept. 23, citing central bank data.

COPYRIGHT © 2024, INTER-AMERICAN DIALOGUE



FINANCIAL SERVICES ADVISOR

September 12-25, 2024

FEATURED Q&A / Continued from page 3

and reduce pricing distortions. The terms
announced so far are better than the original
plan that the government announced in May,
which considered legally mandating bank
lending at subsidized interest rates to bor-
rowers in the government-selected economic
sectors. The 55 trillion pesos of new lending
is manageable, representing about 8 percent
of increase in the stock of the system’s total
loans of 665 trillion pesos as of June. Co-
lombian banks are still navigating a complex
credit cycle that has consistently affected
their profitability and asset quality metrics
since 2022. The systemwide ratio of 90-day
past-due loans to gross loans reached 3.58
percent as of June, from 3.11 percent one
year prior. Whether the government will offer
any type of guarantee or collateral struc-
ture, which could enhance this agreement
and curb risk amid challenging economic
conditions, is also uncertain. Details of the
agreement are still being determined, includ-
ing additional conditions, loan volumes and
interest rates for specific sectors.”

Camilo Gantiva Hidalgo, partner
at Holland & Knight: “The recent
agreement is expected to have a
positive impact on the develop-
ment of the economy. However, it is import-
ant to note that this measure alone will not
bring about a fundamental change. There are
other factors that have directly influenced
economic growth, including job creation
and the promotion of new industries. These
factors include changes that need to be

discussed, such as regulatory reforms,
reduction in approval times required by state
entities and support for the creation and
development of large-scale impact projects.
We hope that this initiative will help reduce
issues related to access to credit in certain
sectors. However, coordinated measures

‘ This measure alone
will not bring about a
fundamental change.”

— Camilo Gantiva Hidalgo

will be required to generate lasting positive
impacts. The industries expected to benefit
from this agreement include housing, agri-
culture, industry and tourism. It is necessary
to deepen access to credit in Colombia. Ac-
cording to figures provided by the Colombian
Financial Superintendency, the granting of
credits in Colombia amounts to 43 percent
of GDP. There are regulatory provisions

that can be modified to facilitate greater
granting of credit, such as the flexibilization
of the maximum rate that can be charged to
debtors, risk concentration with individuals
in some sectors and other provisions that
should be carefully reviewed to seek greater
growth in the credit industry.”

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