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What Does the Itau-Unibanco Merger Mean for Brazil?

Brazil's Banco Itau announced

last week that it would merge

with Unibanco, creating Brazil's

largest bank. What does the
merger mean for Brazil's banking system?
Is it the result of the credit crunch hitting
home in Brazil or a natural trend toward
consolidation?

Guest Comment: Thomas Rideg:

"Ttau and Unibanco have planned

this merger for more than 15

months without making a sound.
This venture not only positions
Itau/Unibanco as the largest bank in Latin
America, but also places a big question
mark regarding who Bradesco (formerly
Brazil's largest private bank) is going to buy
among the few available and relatively large
local candidates. This merger will be posi-
tive for Brazil as it brings further strength
to Brazil's financial sector in a time when
the country's companies (as well as those
in most emerging markets) become vul-
nerable to losing value in the international
arena as a result of the global crisis which
not only affects share value but also depre-
ciates local currency, hence depreciating
revenues in US Dollars. Losing this value
makes these companies vulnerable to buy-
outs by international players.
Itau/Unibanco is now that much more dif-
ficult to become an acquisition target, and
ready to explore international territory.
Furthermore, this does illustrate some con-
solidation in Brazil, which already began to
take place as a first wave in the 1990s (when
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more than 30 acquisitions took place), and
now will be further stimulated by any
expected turbulence in the financial sector:
Buy or get bought."

Guest Comment: Eduarde Kiss:

"The answer is quite simple and
straightforward: The merger has

nothing to do with credit crunch

or with the present problems in the inter-
national financial markets. Negotiations,
according to the bankers involved, were
initiated 15 months ago, long before the
Continued on page 4

Bolivia Seeks Extradition of
Sanchez de Lozada

Bolivian officials said Tuesday that they
had sent the USa formal reguest to
extradite former President Gonzalo
Sanchez de Lozada, accusing him of
"genocide.” See story on page 2.

Photo: Bolivian Government.
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Economic News

After Four Years of Delay, Costa
Rican Lawmakers Approve CAFTA

Costa Rican lawmakers Tuesday broke a
four-year logjam by approving the Central
American  Free Trade Agreement
{CAFTA), the Associated Press reported.
Costa Rica was among the signatories to
the accord in 2004, as were the other
countries of Central America, the
Dominican Republic and the United
States. However, the legislation that would
allow it to take effect in Costa Rica had
been stalled in the
country's Legislative
Assembly by law-
makers opposed to
allowing competi-
tion against the
country's state-run
insurance and

. telecommunications
Oscar Arias industries.  Critics
File Photo: Costa Rican ha.V.C al'so argued
Gov't against intellectual-

property laws that
require prison terms for offenders.
Legislators on Tuesday struck a deal to
reduce the amount of jail time that ven-
dors of pirated products could face. In the
debate over intellectual property, lawmak-
ers agreed to allow schools to make copies
of some materials. In a referendum last
year, voters in Costa Rica supported the
trade accord. "After more than four and a
half years of debate, two extensions and
one historic referendum in which the
majority said they agreed with the free
trade accord, we are finally closing this
chapter,” said Rodrigo Arias, President
Oscar Arias' brother and spokesman, The
president said he will act to ensure CAFTA
takes effect in Costa Rica by January 1.

Political News

Bolivia Seeks to Extradite Former
President Sanchez de Lozada

Bolivia has issued a formal request that the
United States extradite former President
Gonzalo Sanchez de Lozada, Bolivian offi-

cials said Tuesday, according to the
Associated Press. The extradition request
alleges Sanchez de Lozada committed
"genocide” in ordering a crackdown on
rioters in 2003. Government troops shot
at a group of protestors, mainly Aymara
Indians. At least 60 people were killed.
Sanchez de Lozada fled to the US and cur-
rently lives just outside Washington in
Chevy Chase, Maryland. Sanchez de
Lozada's attorneys say the 2,700-page
extradition request amounts to harass-

€€ The actions taken by the
Sanchez de Lozada government
were constitutional, lawful and
appropriate. »

— Howard Gutman

ment by the government of President Evo
Morales. "The actions taken by the
Sanchez de Lozada government were con-
stitutional, lawful, and appropriate,” attor-
ney Howard Gutman said in a statement.

Venezuela Deports Two Colombians
Facing Drug Charges to US

Venezuela deported to the US two
Colombian cousins whom US authorities
have wanted since 2001 on drug charges,
the Associated Press reported. Henry
Fortich Coneo and Wilmer Villadiego
Coneo had been arrested last month in
Venezuela. They were flown to Miami
Tuesday, The men stand charged on 16
counts, said Nestor Reverol, the head of
Venezuela's anti-drug office. The cousins
are accused of being members of a now-
defunct gang in the Dominican Republic.

Company News

Petrobras Profit Nearly
Doubled in Q3

Brazil's Petrobras reported Tuesday that
its profit for the third quarter of 2008
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nearly doubled, due to higher prices for
crude and refined oil as well as higher
output, Bloomberg News reported. Net
income for Brazil's state-owned oil com-
pany increased to 10.9 billion reais ($US
4.89 billion), representing 1.24 reais per
share. In the same period a year ago, the
company reported net income of 5.52
biilion reais or 63 centavos per share. Net
sales rose to 67.5 billion reais, an increase
of 52 percent. Petrobras was helped by
higher prices. Oil futures on the New
York Mercantile Exchange were on aver-
age 57 percent higher in this year's third
quarter than in the third quarter of 2007.
Paulo Roberto da Costa, Petrobras' head
of refining, said earlier this month that
the company is reviewing all its spending
with an eye toward cost-cutting. The
company's bottom line also benefitted by
its decision to hike wholesale gasoline
price increases 10 percent in April. At the
same time, it increased diesel prices 15
percent. The increases marked the first
time Petrobras had increased fuel prices
since September 2005. The company's
extraction cost also increased 20 percent
from the year-ago period to 17.61 reais
per barrel, excluding taxes and royalties.
Petrobras' stock has slumped more this
year in comparison to the broader mar-
ket, falling 46 percent since the beginning
of 2008. The Bovespa index has fallen 42
percent during the same period.

Brazil's Electrobras Turns
Profit in Third Quarter

Electrobras, Brazil's state-owned utility
company, on Tuesday reported a profit
for this year's third quarter after posting a
loss for the same period in 2007,
Bloomberg News reported. The holding
company reported consolidated net
income of 2.1 billion reais ($US 952 mil-
lion), or 1.87 reais per share. In the third
quarter of 2007, Electrobras posted a loss
of 174.1 million reais, or 15 centavos a
share. Government regulators approved
rate increases, helping the bottom lines of
Electrobras' subsidiaries. The generation
companies' rates move along with
changes in Brazil's IGPM consumer price
index, which increased 12.3 percent for
the one-year period that ended
September 30.
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