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MORI 'LUM FOR TIF DEVELOPMENT LOAN COMTTEE 	 July 25, 1969 

SUBJECT: 	 Central American Bank for Economic Integration
 

Request for Guaranty Authorization
 

There is presented herewith for your review and consideration a
 

discussion of the issues and recorumendations resulting from the study
 

of an application submitted by the Central American Bank for Economic
 

Integration (CABEI) for issuance of a guaranty authorization in the
 

amount of $15,000,000 under the 1966 housing investment guaranty
 
program.
 

I. Introduction and Background Surmary
 

A. The Application
 

CABEI submitted an application for a housing investment guaranty
 

in the amount of $15,000,000 on September 12, 1966. On May 8, 1967,
 

the HGRC considered this application and deferred action pending further
 

study. On July 14, 1967, AID/W advised ROCAP that no further action
 

would be taken on the application pending improved performance by CABEI
 

as a regional housing finance institution, and suggested short-term
 

specialized technical assistance in mortgage banking.
 

On September 17, 1968, CABEI engaged the'services of Mr. William
 

Glikbarg for the purpose of providing technical advice and assistance
 

in improving CABEI's function as a regional housing finance institution,
 

and on October 10, 1968, Mr. Glikbarg's report and recommendations were
 

made available to CABEI. (Attachment 3)
 

ROCAP states that in January, 1969, the CABEI Board of Directors,
 

under a directive from the Board of Governors, moved to restructure
 

and provide a strong new emphasis to its Home Loan activities by
 

taking the following actions:
 

1. Appointed a new strong chief .to head up the Home Loan
 

Department.
 

2. Began to reorganize the operations of the Home Loan
 

Department.
 

3. Started to up-date and expand-the 1965 Central American
 

middle income housing market survey.
 

4. Agreed to take the leadership in working actively with
 

the Central American Regional and National Agencies and International
 

Agencies (UN, OAS, CEPAL, A.I.D., FTC) to provide advice and training
 

for Central Americans working in housing for the purpose of reducing
 

housing costs in all aspects.
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5. Initiated a strong effort to establish savings and loan 
associations in Honduras and Costa Rica using persuasion and the offer 
of repayment money from the original A.I.D. loan, and initiated a new 
effort to promote the growLh in all the Central American countries -f 
strong savings and loan associations with growth based on the generation 
of local savings and investment. 

6. Agreed to authorize the design of an issue of short term
 
CABEI paper to be used to channel Central American investment into middle
 

income home finance.
 

7. Authorized the Home Loan Department and the Industry Division
 
to begin to work actively to improve the capacity and standardization of
 

the building materials industry by using the lending resources of CABEI.
 

8. Explored the possibilities of providing CABEI industrial loans
 
to building contractors for additional capitalization and for purchase
 
of modern construction equipment.
 

9. Reactivated its application for'an A.I.D. housing investment
 
guaranty.
 

The latter step resulted in the presentation to A.I.D. through ROCAP, on
 

March 28, 1969, of a formal request for reconsideration of the applica­
tion in the reduced amount of $10,000,000, together with a statement of
 
the objectives and proposed implementation procedures for the investment
 
guaranty if granted (Attachment 1).
 

Discussions of the CABEI proposal were conducted in Washington
 
between LA/HiUD, CABEI, and ROCAP representatives on April 17, 1969,
 
with the resultant recommendations set forth below.
 

B. Feasibility
 

Studies were conducted in early 1967 by an evaluation team headed
 
by Mr. Harold Robinson, LA/hID, and having as members Mr. Jack Gordon,
 
President, Washington Federal Savings and Loan Association and Mr. Benjamin
 
Wesson, Assistant General Counsel, Federal National Mortgage Association.
 
While it has been necessary to up-date some of the findings and recommen­
dation of this study, the team did recommend that $10 million in invest­
ment guaranty authority be approved for CABEI, and that recommendation
 
is still in force.
 

The feasibility of providing assistance to the regionality and
 
institution-building objectives inherent in the CABEI concept through
 
loan investments under the housing investment guaranty program has really
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never been questioned, provided that the guaranty agreements are carefully
 
structured to direct the utilization of the loan funds toward those objec­

tives.
 

Recommendations for control and implementation mechanisms to
 

assure the maximum feasibility of the guarantied loan investment are set
 
forth below.
 

C. History of A.I.D. support for the CABEI Home Loan Department
 

Detailed information on prior A.I.D. support for the CABEI Home
 
Loan Department is contained in the attached "Report on Home Loan Depart­
ment of Central American Bank for Economic Integration" (Robinson-Gordon-

Wesson). (Attachment 2) 

Briefly, CABEI is a multi-national public development banking
 
institution which was established May 8, 1961 by the governments of El
 

Salvador, Guatemala, Honduras, and Nicaragua. Costa Rica subsequently
 
joined 	the system. The Home Loan Department was created in March, 1963.
 

On November 29, 1963 an A.I.D. loan agreement (No. 596-L-003)
 
was signed with GABEI in the amount of $10,000,000. Terms were 40 years
 
at 0.75 percent, with interest only payable for the first 10 years and
 
then 30 year amortization in semi-annual payments of principal and interest.
 

The purpose of the loan was to provide seed capital for CABEI
 
to: fund the administration of its home loan department, encourage the
 
cre.~n~~A.nd development of financial institutions which would attract 

savings for housing and implement housing projects, provide impetus to
 

the construction industry, and make possible the purchase of homes by
 

the Central-American people on long-term mortgage terms..
 

Utilization of this loan by the CABEI home loan department is
 

an issue in any consideration of additional A.I.D. support, and is more
 

fully discussed under Section III (A) of this memorandum.
 

II. 	 Purpose and Method of Utilization of the Proposed Housing Investment
 
Guaranty
 

A. Purpose
 

In his letter of March 28, 1969 (Attachment 1) Dr. Enrique Ortez
 

Colindras, President of CABEI, states that:
 

"The purpose of this Housing Guaranty will be to
 
enable CABEI to continue its program of assistance
 
to finance non-subsidized homes for middle-income
 

http:cre.~n~~A.nd
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familieG in Central America. This request is a
 

logical next step after the A.I.D. loan of 1963,
 
which inaugurated the Home Loan Department."
 

To assess the validity of this statement, it is necessary to analyze 

the performance of the A.I.D. loan in reference. CABEI's "Loan Situation 

Summary Cwnulative through March 31, 1969" (Attachment 7 ) reflects that 
A.I.D. had disbursed $9,999,986.65 to CABEI of which ten CABEI sub-borrows
 
had in turn disbursed $9,285,971.05, and which had generated 1694 mortgages
 
in five countries. Principal amortization had amounted to $665,935.41.
 

Interest return to CABEI from the borrower institutions is 6%.
 
Borrower institutions charge the homebuyer rates which vary from country
 

to country (depending on other fees-and charges) but which uniformly return
 

to the borrower institution an average of 2%.
 

It follows that ABEI is accmulating approximately $500,000
 
gross per annum from its original sub-loans, and that the borrower
 

institutions are earning approximately $200,000 gross per annum, not
 

counting earnings on turnover in either case.
 

The statement by President Ortez appears to be a valid one. Most
 

of the primary objectives of A.I.D. Loan 596-L-003 (despite the short­

comings discussed in Section III below) have been attained:
 

1. The Home Loan Department has been organized, staffed, and
 
placed in operation.
 

2. Currency exchange agreements enabling home mortgage loans
 

from CABEI to each country have been executed.
 

3. A portfolio of mortgages has been generated in all five
 

Central American countries, funded through CABEI. These mortgages are
 

now providing badly needed seed earnings both for CABEI and the host
 

country institutions.
 

4. 1694 families have already received the benefits of
 

long-term mortgage financing which otherwise would not have been available.
 

5. Approximately $10 million was actually utilized by the
 
local construction industry in purchase of labor and materials.
 

CABEI has thus, through utilization of the A.I.D. loan, begun
 

to demonstrate its capacity to develop a program of assistance to finance
 

non-subsidized homes for middle-income families in Central America on a
 

regional rather than a purely nationalistic basis. Continuation of this
 

program with emphasis on increased self-help and lower sales price ceilings,
 
through proper utilization of the investment guaranty program is a logical
 
next step for the CABEI Home Loan Department and is in accord with the
 

Alliance for Progress objectives in Central America.
 

http:665,935.41
http:9,285,971.05
http:9,999,986.65


B. Method of Utilization
 

Acceptance and implementation by CABEI of the recommendations
 
contained in Section V below, which recommendations supplement the "Norms 
and Operating Plan" promulgated by CABEI would result in 

.,t>s following procedures for utilization of the guarantied loan invest.
 
ment:
 

1. CABEI will circularize the list of eligible institutions
 
agreed upon by CABEI and A.I.Do with the information that it will accept
 
applications for stand-by commitments for long-term mortgage financing;
 
together with a detailed exposition of the terms and conditions which
 
combine the existing CABEI standards and the special conditions attached
 
to the investment guaranty.
 

2. CABEI will activate the advisory committee called for in
 
its Norms and Operating Plan.
 

3. CABEI will receive applications for stand-by commitments in
 
amounts of not less than $lOOOOO.
 

4. CABEI will review all such applications for completeness and
 
adherence to the published standards.
 

5. On the basis of its staff review and after considering the
 
overall policy recormmendations of its Advisory Committee, CABEI will
 
either issue the stand-by conitment or reject the application.
 

6. On receipt of a CABEi stand-by commitment, the local
 
institution will issue its own commitment(s) to local builders and/or
 
individual homeowmers. Upon completion of the dwelling unit(s), the
 
local institution will complete disbursement of its own funds for purchase
 
of the mortgages, and will then exercise its right to sell CABEI the
 
agreed participation in the mortgages in blocks of not less than $100,000.
 

7. CABEi will complete the related borrowing under the guarantied
 
loan agreement (probably combining several purchases of such blocks of
 
mortgage participations) and will lend the necessary dollars to the
 
respective Central Bank, simultaneously borrowing local currency from the
 
Central Bank which it then disburses to the originating institution.
 

8. CADET will, in a parallel effort, design a mortgage bond issue
 
in the face amount of $10 million, and will agree to use its best efforts
 
to issue such mortgage bonds in increments to be agreed upon between
 
CABEI and A.I.D. over a specified period of time, with which it will
 
supplement the proceeds of the housing investment guaranty and provide
 
reserve liquidity within the context of its own regulations and require­
ments.
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III. Issues
 

A. Utilization of A.I.D. Loan No. 596-L-003
 

1. The capital assistance paper for the A.I.D. $10,000,000 loan
 
contemplated that CABEI would open a "line of credit" in an unspecified
 
amount for each of the five Central Banks in Central America, and would
 
simultaneously receive a similar line of credit from each Central Bank
 
denominated in the currencies of the country concerned. Eligible
 
mortgage issuing institutions would then present groups of eligible
 
mortgages for financing in amounts totalling not less than $100,000 to
 
CABEI, of which CABEI would purchase participation in amounts of up to
 

In actuality, the CABEI Board divided the $10,000,000 into
 
five almost equal increments, awarding $2,000,000 to each Director's host 
country. CABEI did not inediately purchase any mortgages, but rather
 
accepted pledges of the mortgages as security for the loans to the Central
 
Banks.
 

2. The CAP would have restricted eligible institutions to public
 
and private banks with savings departments, cooperatives, savings and
 
loan associations, and commercial banks with savings departments. 
CABEI,
 
with ROCAP approval, permitted "contract" associations, and public housing
 
agencies to be included under certain circumstances, e.g., in the case
 
of contract associations if they agree to convert, and in the case of
 
public agencies if they establish savings departments.
 

3. The CAP contemplated CABEI purchasing 80% participations in
 
existing eligible mortgages with the issuing institution receiving a 1%
 
service charge. CABEi, with ROAP approval, is making loans backed by
 
a pledge of mortgages and allowing the borrowing institutions up to a
 
3% spread between CABEI's charge and the mortgage interest (average spread
 
was 2%).
 

B. A.I.D. Fee
 

A.I.D. policy allows a minimum charge of per annum of'the
 
outstanding balance, with no devaluation insurance or delinquency reserve
 
fund required, only for investment guaranties in which there is a full­
faith and credit guaranty of repayment in dollars by the host country
 
government.
 

CABEI, however,.is a unique case. It has financial resources
 
(see Attachment 4) equal to or greater than those of many small nations,
 
including equity capital at 12/31/68 amounting to $24,076,676.
 

The currency exchange agreements which it has executed with each
 
C.A. country (see Attachment 6 and detailed explanation of each such
 

http:however,.is
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agreement in Attachment 3) have the effect of protecting any CABEI
 
investment in any C.A. country from losses due to fluctuations in currency
 
values.
 

The percentage of participation in the mortgages which CABEI ­

will purchase provides a margin of value in the security which, taken
 
on the whole, should adequately cover the default risk.
 

Additional security is provided in the case of Guatemala in the
 
form of local currency mortgage insurance issued on each mortgage by the
 
Instituto de Fomento de Hipotecas Asegurados (Guatemala FHA). Similar
 
mortgage insurance programs are being developed in Nicaragua, and are
 
under consideration in Costa Rica.
 

C. Interest Rate
 

The "General Loan Conditions" promulgated by CABEI's Home Loan
 
Department presently limit the interest paid by the home purchaser to a
 
maximum of 12%*. The basic cost of the guarantied loan to CABEI under
 
the requested housing investment guaranty would probably be 84%, based on
 
the present allowable rate to the U.S. investor of 8% plus the A.I.D. fee
 
of 114. The difference of 34r must cover all other fees, reserves, and
 
other charges imposed by any of the parties (excluding A.I.D.). A policy
 
of permitting a maximum 1% service charge payable to the issuing institu­
tion (unless otherwise approved by A.I.D.) as contemplated by the
 
original CAP, would appear mandatory. A breakdown of the interest on
 
a sample mortgage transaction in G'uatemala would then appear as follows:
 

Interest to U.S. Investor 8f
 
A.I.D. Fee
 
Service charge to issuing inst. 4 
Guatemala FHA MIP 

CABEI earns Minimum 
Total** 

CABEI should, however, consider competing applications for the
 
mortgage-financing resources which would be made available under the
 

*Note 1: Under CABEI rules, the 12% maximum interest rate must
 
include casualty insurance premiums as well as all other fees and charges.
 

*-*Note 2: The total interest rate shown will be applicable only to
 
that portion of the mortgage note the financing for which is provided by
 
CABEI. The interest rate on the remaining portion the financing for which
 
is provided by the originating institution will average only approximately
 
9%. The net effective interest rate on the total note paid by the home
 
.buyer will therefore average less than the total shown.
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guaranty not only within the framework of regional economic policy, need,
 
and i.%rket, but within the context of ordinary commercial advantage to
 
CABEI. The influence of the competition of the market-place on thd"
 
determination of beneficial net-yields to CABEI and the originating ­

financial institution would become a sizable factor in militating against
 
straight political allocation of the investment resources.
 

It should also be noted in this connection that, while the
 
yield to participating institutions on the portion of the investment
 
furnished by CABEI would be limited, the yield on the institutions own
 
portion of the investment is limited only by host country law or regula­
tion, and the local mortgage market.
 

D. Collateral Security 

The Glikbarg report points out an apparent discrepancy in the loan
 
agreements executed by CABEI and the borrower institutions. Accordingly
 
to his analysis of the "General Loan Condition Agreement" and the related
 
loan agreement, there is no system established for CABEI to automatically
 
acquire the mortgages pledged as collateral security for its loans in the
 
event of default. CABEI, Glikbarg says, would have to go to court if it
 
wished to obtain the collateral, with the net effect that as a practical
 
matter, CABEI is virtually unsecured.
 

There is general agreement among the experts that have examined
 
the CABEI Home Loan Department operations that it should adopt a policy
 
of purchasing mortgages or participations in mortgages through its disburse­
ment of funds, rather than lending against a (possibly defective) pledge
 
of mortgages as security.
 

CABEI has resisted the imposition of such a policy in the past,.
 
contending that it presents serious mechanical difficulties (e.g., in
 
legal documentation and recordation) and that there is no indication that
 
the mortgage participations thus purchased could be re-sold in the world
 
financial marts.
 

E. Technical Assistance
 

There is a unanimity of opinion among all the experts who have
 
examined the operation of the CABEI Home Loan Department that substantial,
 
continuing assistance must be provided by A.I.D. in order to improve the
 
utilization of the proceeds of the present loan and to maximize the
 
effectiveness of the proposed investment guaranty.
 

While LA/HUD and ROCAP have recognized this necessity, the realities
 
of downward pressure on staff levels (BALPA) and other program priorities
 
has prevented the accomplishment of this objective until.the present time.
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F. Exclusivity
 

Tho A.I.D./W team which reviewed the operations of the CABEI Home 

Loan Department in late 1966 and early 1967 recommended that the CABEI 

Home Loan Department be granted exclusivity in the housing investment.. 

guaranty program for Central America; i.e., that all housing investment 

guaranty projects be run through CABEI.
 

There are advantages and disadvantages in granting CABEI such
 

exclusivity. 

Advantages:
 

1. 	Would actually reduce the cost of the money going into each
 

no host government has participated
country. Inasmuch as up to the present, 

one
in the guaranty in C.A. countries, the A.I.D. fee is 2%, plus a i1% 


time charge at closing for a default and delinquency reserve, and 1%
 
If CABEI became the borrower
per annum for a devaluation insurance fund. 


and provided its full faith and credit guaranty, the A.I.D. fee drops to
 

2,o and the special assessments disappear.
 

2. Would provide additional encouragement to the regionality
 

concept.
 

3. Would provide further impetus to standardization of mortgages,
 

building standards, etc.
 

4. Would provide a source of income to CABEI, even if held to 2
 

handling fee.
 

Would result in a delegation of administrative responsibility
5. 

to CABEI now borne by A.I.D. Note that the steps outlined in Section II B
 

above are very similar to the process followed by A.I.D. for approval
 

of housing guaranty financing.
 

Disadvantages:
 

1. Would sharply increase CABEI's contingent liability under its
 

full faith and credit dollar repayment guaranty, even though this is
 

presumably partially offset by the host-country--CABEI currency exchange
 

agreements which cover the exchange risk.
 

2. Would insert another approval step in the processing of com­

petitive projects in the non-credit institution categories.
 

3. Would impose an additional burden on the small staff of the
 

CABEI Home Loan Department which, at this time, it does not appear capable
 

of handling efficiently.
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A. Terms nd Conditibns 

On the basis of its evaluation of the CABEI proposal, its discus­
sions with the CADEI management, ROCAP representatives, and Washington 
Federal Savings and Loan Consultants, LA/HUD recommends the authorization
 
of a housing investment guaranty in the amount of $i0,000,000 to the CABEI
 
Home Loan Department, such guaranty to contain the following terms and
 
conditions:
 

1. CABEI shall provide its full faith and credit guaranty of the
 
dollar repayment of the guarantied loan investment.
 

2. CABEI shall utilize the proceeds of the guarantied loan invest­
ment only to purchase participation in eligible mortgages except as A.I.D.
 
may otherwise agree. The percentage of participation shall be no more
 
than 65% unless otherwise approved by A.I.D. Eligible mortgages are
 
defined as:
 

a. Mortgages which are placed on dwelling units the construc­
tion of which was completed subsequent to the date of the Contract of
 
Guaranty; and which was 
commenced and performed in accordance with the
 
technical standards of CABEI.
 

b. Mortgages which are placed on dwelling units having a
 
sales price, including land, not exceeding $6,500.
 

c. Mortgages which have terms of not less than twelve years
 
nor more than 20 years.
 

d. !vorugagcs which do not exceedL 904 of the sales price of
 
the housing including developed land.
 

All participations in mortgages so purchased by CABEI shall be
 
with recourse against the selling institution, and the selling institu­
tion shall obligate itself to replace mortgages which are delinquent
 
beyond the standard established by CABEI and shall agree to provide mort­
gage servicing in all cases.
 

3. The funds disbursed by CABEI for the purchase of participation

in eligible mortgages shall be in local currency in the various countries,
 
which CABEI borrows from the respective Central Bank while simultaneously
 
lending dollars to the Central Bank; all in.accordance with the agreements
 
between CABEI and the Central Banks.
 

4. CABEI will purchase participations in eligible mortgages only
 
from the eligible institutions agreed to by A.I.D. and CABEI, unless
 
otherwise authorized by A.I.D.
 

5. The term of the guarantied loan investment to CABEI shall be
 
25 years.
 



6. While allocation of funds to each member nation in CABEI
 
,.ill be based solcly on demonstrated need, demand, and capacity to invest, 
CABEI may, with the approval of A.I.D., offer to reserve a specified 
amount of the investment guaranty, for a period of not to exceed 12 
months fro:, the date of the guaranty contract, for utilization by any 
member nation(s) not irmn.-ediately able to demonstrate capacity to properly 
utilize the investment. In such case, CABEI shall specify the steps which 
must be taken by the member nation in order to provide such demonstrated 
capacity, e.g., the enactment and implementation of legislation creating
 
a savings and loan system.
 

7. CABEI shall, prior to execution of the Contract of Guaranty 
by A.I.D., have established an Advisory Committee in accordance with 
Section 2.3 of the Home Loan Department N'orms and Operating plan, 

such Advisory Conmmittee to be required to meet regularly for
 
the 	purpose of advising, through the Board of Directors, themanagement
 

of the CABEI Home Loan Department on lending policy.
 

8. CABEI shall agree to utilize, to the maximum extent practi­
cable, its other financial and administrative resources to further:
 

a. 	reduction of the cost of land development;
 

b. 	standardization of building materials;
 

c. 	improvement of organization and methods in the home
 
construction industry;
 

d. 	lending to home builders for modern construction equip­
ment.
 

B. 	Technical Assistance
 

A.I.D. has authorized the establishment of an office of Housing
 
and Urban Development in ROCtP and is in the process of providing the
 
necessary staffing. The head of this office shall be able to call upon
 
existing A.i.D. contractual services as required to provide technical
 
assistance to cABEi. However, this outside input should be supplemented
 
by expertise provided on a full-time basis within the CABEI organization.
 

Accordingly, CABEI shall agree to retain long-term technical
 
assistance by a recognized expert in the field of mortgage banking with
 
special reference to secondary mortgage financing. The cost of such
 
assistance shall not be borne by A.I.D. The duration of such technical
 
assistance should be not less than one year.
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The specialist retained by CABEI shall also provide assistance 
in implementing the specific "hous e -kee ping" recommendations contained 
in t> e Glikbarg report (see Recomnendation Number 5, P. 35), where such 
recommendations are applicable and have not already been implemented.
 

C. In Rer7ard to the Issues
 

1. .ile there have been substantive variations in implementing 
the utilization by CABEI of A.I.D. Loan No. 596-L-003, these variations
 
have been with the consent of A.I.D. LT/HUD believes that with the pro­
vision of the technical assistance recommended in II above to provide
 
close supervision and enforcement of the mechanics and procedures recom­
mended in I above, as well as the steps that the CABEI Board has itself
 
tken in the process of maturing (e.g., new experienced management of the
 

Home Loan Dept.), the objectives of the recommended guaranty can be met.
 

2. LA/HUD recommends acceptance of the CABEI full faith and
 
credit guaranty, supported as it is by its currency exchange agreements,
 
its own financial resources, and by the mortgage participations them­
selves, as the equivalent of a host-country guaranty of dollar repayment;
 
and therefore the assessment of the minimum 1 A.I.D. fee without additional
 
default or devaluation increments.
 

3. IA/I-UD believes that the total interest rate payable by the
 
homeowners will be competitive with current market rates in each Central
 
American country and that it will not prevent prompt utilization of the 
guaranty. LA/HUD recommends that the financial contracts negotiated with
 
each country be based on interest rates to the home purchaser consistent
 
,ith those utilized by existing Savings and Loan Associations or other
 
mortgage credit institutions in Guatemala, El Salvador and Nicaragua,
 
and proposed institutions in Honduras and Costa Rica with the "spread"
 
earned by the participating institutions subject to A.I.D. approval.
 

4. LA/HUD recommends the purchase of participations in eligible
 
mortgages as described in paragraph II.B.6. above, to resolve the problem
 
of collateral security at the same time that CABEI becomes directed
 
toward the goal of providing a secondary mortgage market.
 

LA/HUD further recommends that CABEI take the following
 
specific actions in parallel with its utilization of the guarantied loan 
investment:
 

A. CABEI has the existing authority to issue "cedulas
 
hipotecarias" or notes secured by blocks of mortgages.
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LA/IuD recommcnds that CABEI be required to have designed
 

the $10 million issue described in II (B) (8) above, and have secured
 

A.I.D. approval of such design, within twelve (12) months of the date of
 

the contract of guaranty.
 

B. Offer to borrow from private sources outside Central
 

America (without the A.I.D. guaranty) an amount of at least $1,000,000,
 

collateral a block of mortgages, mortgage participations,
utilizing as 

and/or pledges of collateral security, which CABEI now holds in connec­

sub-loans from A.I.D. loan 596-L-003. This offering should
--tion with its 

be in general conformity with recommendation number three of the Glikbarg
 

Report (Attachment 3).
 

5- LA/hUD's recommendations in regard to technical assistance
 

are set forth in IV (B) above.
 

6. LA/HuD does not recommend at this time the adoption of a
 

policy of exclusivity in the channeling of housing investment guaranties
 

through CABEI. CABEI's performance in utilization of the proposed invest­

ment guaranty should be the foundation on which a decision is based in
 

the future. For the present, the desirability of channeling each housing
 

guaranty project in Central America through CABEI shall be considered
 

on its merits.
 

LA/HUD:JDKilgore:ran
 
July 1, 1969
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March 28, 1969 

Mr. Oliver L.Sausc, 
Director ROCAP 
Galcrias Espafia 
Plazuela Espafia, Zona 9, 
Guatemala, Guatemala 

Dear Mr.; Sause: 

InvestmentI aimi pleased to submit to you a request for a Housing 
which updates our application sub-Guaranty in the sun of $1 0 million, 

nitted toAID in Scptember 1966 for $15 million. The purpose of this 

uaranty will be to enable*CABEI to continue its program of as-Housing 
sistance ":o finance non-subsidized homes for middle-income families in 

Central Xmncrica. This request is a loiical next step after the AID loanI 
of 1963, which inaugurated the Home Loan Department of CABI. 

raised primarily in a conferenceThe points mentioned below were 


held in tlie Dominican Republic between representatives of CABrI, AID/
 

and Loan Associ-
Washington, ROCAP and Washington Federal Savings 

ation of Miami Beach. This request is a result of the understanding of 

that meeting. 

We have appended to this Memorandum a history of the original
 

loan and the status of the. existing program.
 

The main issues related to this request are the following: 

I. Guaranty of the Loan 

CABEI is a public institution owned in equal shares by the Goern-

Central American countries. Its authorized capital is 
mnents of the five 

CABEI has operated at
$60 million, of which $32. 5 million is paid in. 

000 in 1968 and a projected
a profit ianging from $542, 000 in .1967 to $751, 


The total resources of the Bank presently are

$1,400, 000 for 1969. 

CABEI will be fully obligated to repay this
approxirhately $Z10 million. 


loan.
 

local 
.Inloperation, the relending by CABEI will be disbursed in 
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currency in the various countries. CAB32I will borrow this local curren­
cy from the Central Banks and simultaneously CABEI will lend dollars 
to the Central Banks. This in effect mcans that CABEI owes local curren­
cy to the Central Banks and that the Central Banks owe dollars to CABEI 
on the same financial terms as CABEI becomes obligatcd to the U.S. In­
vestor. All these transactions are set forth in agreements between CABEI 
and each Central Bank. 

The credit risk is covered not only by the direct obligation of CABEI 
but also by the direct obligation of the sub-lender in each country. While 
these sub-lenders are substantial private institutions in their own right, 
in some countries, such as Guatemala, there may be an addition.al guaranty 
furnished by an Agency of the Government, namely, in that case; the FHA. 

' The individual borrower also pledges his personal credit in addition 
to the mortgage on the home itself. Historically, CABEI's loans have 
amounted to 701o of the value of the homes financed. I 

All these would appear to be ample security for the credit risk. 

I. 	 Procedure for Disbursement from the U.S. Investor to CABTI for 
Relending Purposes. 

CABEI will receive dollars according with arrangements which are 

currently required by AID and the U.S. Treasury, It will exchange these 
dollars for local currency in the various countries in accordance with the 

procedure described above. The local currency will be used to finance 
local mortgage credit institutions with the collateral guaranty oX the agreed 
upon portion of the local mortgages on homes that are eligible for AID 
guaranty_ under the terms of the ageement, with recourse to the sub-borrow­
er. 

An eligible mortgage is a mortgage that meets the standards of 

the CABEI loans under AID loan 596-L-003, except that (1) instead of the 

percentage purchased being 80% , it will be 75%, and (Z) the cost of the 
house and lot will be limited to $6. 500 rather than $10, 000. 

III. 	 Eligible Institutions 

CABEI agrees to give preference to Savings and Loan Associations, 
but reserves the right to finance other eligible institutions, in order to carry 

out one of the basic aims of the Bank, which is to pronote all the benefits 
of a competitive economy in the housing field. 

In those countries where Savings and Loan Associations are not in 

http:addition.al
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existence, CABEI will use other eligible financial institutions, public and 
private, which operate on a sound financial basis and do not engage in sub­
sidized housing, and which are not only attracting savings but also making 
spc~i L efforts to attract additional free savings from the public for housing 
purposes.
 

Because of the progress made in the development of Savings and Loan 
Associations and the expansion of existing credit institutions, insurance 

companies are not eligible under this program, except under special circum­
stances when other eligible institutions are not available. 

IV. Drawdown Schedule 

It is anticipated that the funds would be drawn-down in a 36 months 
period, from the signing of the loan agreement, in accordance with the follow­
ing tentative schedule: 

Approximate amounts of 

Time Period Monthly Drawdowns Cumulative 

First 6 months $ 0 $ 0 
From 7th to 1 2th mionth 100, 000 600,000 
From 13th to 24th month 200, 000 3,000, 000 
From 25th to 36th month 666,666 10,00, 000 

It is understood that the minimum drawdown will be of $1 00, 000. The 
drawdowns will only take place when there are in existence eligible mortgaies 
on new houses under the terms of the agreement. CABEI intends to assist in 
the construction of these houses by the use of the Letter of Commitment 
process. This procedure is provided for in the regulations of the CABEJI's 
I-I. L. D. This represents a further effort by CABEI to expand the capability 
of the construction industry in Cent3!al America, through additional financing. 

V. Term of the Guaranty 

Although the individual mortgages to be financed will have maturities 
from 12 to 20 years, in accordance with existing regulations, CABEJ reqxiest s 
that the AID Guaranty be extended for a 25 year period. 

This will enable CABEI to use early maturities for relending pirposes, 
thus increasing the size of the program. 

V1. Cost of the Money 

It is estimated that CABEI will charge 91o to the sub-borrowers, 
consisting of 81/, as the assum d interest rate to the U.S. Investor, -" of 10/0 
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for the AID Guaranty and - of I% as operating margin for CABEI. IThe 
borrowers from CABEI will rclend at a Minimufn of 1% more, but with com­
pletc regard for the existing local conditions. Any relending rate will be 
agreed upon by CA]3EI and the sub-borrowver. 

VII. Ma.nagcrncnt of the HiIome Loan Dcpa:tent 

CABEI has takcn recent steps to cxpand the scope of its Housing 
Department by recognizing the necessity to have more financial orientation. 
It has appointed Mr. AgustJn Gutil'crrcz as the new Head of the Department, 
bascd on his ample experience in the banking field. He formerly held the 
position of Exccutivc Vice President of CABEI. He is charged with not only 
expanding the operations of the Department in conection with the 'disbursement 
of this loan, but also to act;ively work in developing the beginnings of a 
capital market for home financing in Central America based on thd resources 
of the existing Dcpartment. 

It is the intention of the Bank to assist itself with direct counsel through 
the formation of an Advisory Comniittee to consist of one titular delegate and 
one alternate from each of the member countries. This group is to be com­
posed of individuals with experience in home financing and construction in 
Central America. It is believed that such an Advisory Committee will be of 
great assistance to CABEI in expanding'housing programs in Central Ameri­
ca while, at the same time, increasing the speed of the economic integration 
of the PRegiono 

CABEI is considering the nece'sity of obtaining technical assistance 
for the operation of this Program. 

VIII. Lending Policy 

The allocation of the funds to each country will be based on need, demand 
and capacity to invest, supported by the up-to-date market analysis of 
effective demand for middle-income ho-using in the area, which is presently 
being .prepared by the Home Loan Department of CABEI. 

CABEI is conscious of the risk of credit concentration in any one 
specific site. The financing of eligible mortgage credit institutions through­
out the region, will make the I-IIGP arailable for the construction of homes 
and for the development of small specific housing projects in cities in the 
interior of each of the Central American countries. On the other hand, CABEI 
intends not to compete with the "Specific Projects" phase of the Program by 
which large projects are developed mainly in big urban centers. 



Attachment 1 
- 5 - Page 5 of.5 

IX. I.1provcinent of the building indu:3try 

The Dank, using its other financial and'administrative resources,
intends to takc action, within its capacity' and in cooperation with CACM
 
regional and national agencies, either private or public, to further:
 

a) reduction in the cost of buying and developing of land for housing. 

b) standardization of building materials 

c) irmprovemcnt of organization and nethods in the home construction 
industry. 

d) lending to home builders for modern construction equipment.; 

I am willinni to follow closely the progress of this application, in 
order to fa'cilitatc its approval, and I thank you for all your valuable.cooper.­
ation in this respect. 

I7 

Very truly ours, r 

Enrique rtez Coli.Ldreq 

resident 
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Deputy Director for Plans 
and Programs, LA/OD/HUD 

Jack D. Gordon, President
 
Washington Federal S&L Association
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I. Recommndations
 

II. Findings
 

III. Purpose and Objectivos of CABEI's Home Loan Department
 

IV. Intarost Spread and Form of CABEI Assistance
 

V. Magnitudo of Second Round Assistance
 

VI. Loans or Investment Guaranties
 

VII. Technical Assistance
 

VIII.Background
 

IX. CABEI Homo Loan Department As Means of Economic Integration
 

A. Reason for Evaluation Team (AIDTO CIRC XA-833)
 

B. Information RequeSted of Field (TOCAP A-53, 10/18/66)
 

C. 
 Rolation to Central America Housing Policy (TOCAP 115, 11/14/66)
 

1. Memo on use of Investment Guaranties, 10/16/63
 

2. Memo on Use of Investment Guaranties, 9/1/63
 

D. 
 Memo from Robinson to Sause suggesting Creation of Secondary
Markot Facility for Central America and Use of Investment Guaranty,1/10/63.
 

E. 
Memo from President of CABEI Recommendih CABEI Involvement in
 
Housing, 3/14/63.
 

F. AIDTO CIRC YJ-ll80 on First Team Visit of Robinson, Solow, Gordon, 
Callejas and Silberman. 

G. 
Memo from Solow to DuFlon on Evaluation Team's action, 4/25/63.
 

H. Letters of Implementation
 

I. CABEI Home Loan-Department Norms
 

J. Digest of Loan Agreement
 

K. Eligible Institutions
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L. 
 Mmcao ro El Salvador Loan and Relationship to CABEI, 5/13/64
 

M. FPinanciora of E1 Salvador not to act as Secondary Market Facility.
 

N. Gordon Merao on Technical Assistance 

0. 
 Comonts of Washington Federal on CABEI Investment Guaranty Application
 

P. Effoctivo Demand
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As a rcsult of .a) a review of the 	potential of theGABEI original objectives
of AID's 16.l0 million loan to CADE' and the requ.csts for additional assistance 
from CABEEI, USAIDs and individual home cr6dit institutionsl in Central America;
b) a fact-finding visit to,ConLral America to determine th6 manner which AID's
loan has boon u.cd; c) AID's policy of stimulating the ecohoic integration of
Contra]. America; and d) basod on the assumption that AID will continue to
provide financial assistance to home credit, institutions in Latin America, I
have tho following recommendations which are more fully developed in the body 
of this roport..
 

lo CABEI should .be the focal point for providing financial assistance*
 
to home credit institutions in Central Amricao 

2. 	 T't.hor financial asss ;.nc.e to CADEI should be made by- AID in.
the form of both ]oans &.d investment guartnties. i 

30 	 Loan assistance shou~ld bmount. 1,o0 million and investment 
guaranty ass-Istanc. to l0 mllion. 

4. 	Investment guaranties in Central America. should be limited to 
CADEI, with the uridors'and ing that jr.itially this guaranty 
assistance w.ill be directed toward thoso home credit institutions
 
which will fInance eligible applications submittcd by the 
September 15, 1966 deadline. 

5. 	Institutions eligible to obtat assistance from CADET should 
limited to thobe types declared eligib.le in the original CAP, 

be 
ioe.,

home credit, instit-wt.i.cns devoted c.xclusively to obtaining savings
for housig and pubic. )pr.vata or mixed b.nking institutions which 
can lhelp generate local. resourc-s, and housing coopeiatives. Public 
housing institutfons9 eo,,,, INVA of Honduras, INVI of- Nicaragua,
INVU of Costa Rica) should not be eligible fcr assistanceo 

6. 	In order to assure the attention to housing cooperatives required
by the Huinphrey Araondmentg some*AiD assistance shoul. be earmarked 
for that purpose. 

7. 	Although CADE should be used as a source of ';seed" capital for 
savings and wherelear. systems possible,, initial direct assistance
by AID to embrybnic national savings and loan systems should benot 
barred,
 

8. 	A liquidity res-pr-ve fund should be established in OABEI to assure' 
constant availabilit.y refinancingof mortgage 	 to mortgaees. 

9o 	 Separate accountability should be mainta.ned of- a) CABEI and

CABEI.s Home L,,n Department., and b) of CABE!Is liq'idity'reserve 
and all profits of'CABEIs Home Loan Department should be
 
reinvested in housing0
 

http:eligib.le
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10. 	 Assistance by CABEI should be on a comparative basis with the return 
to recipient institutions determined by services rendered and the 
risk and market rather than established artificially. 

11. 	 In order to increase the accumulation of funds by CABEI, the terms
 
of the guarantied loan to CAMEI should be 25 years, or 
more, with 
the avorago term of home mortgagbs established at 15 years. This 
difforence would fund CADEI without any additional cost to the 
homo buyer but should be used only if the CADEI Norms of income­
and monthly payments are maintained. 

1. 	The Board of Governors of CABEI voted on December 14, 1966,"to,
 
request the member countries to seek further loan or investment
 
guaranty assistance from AID.
 

2. 	Dospite certain departures from the origiral concept of the
 
initial 
 lO raillion loan, there is a definite potential in CABEI.
 

3. 	 CABEI is prepared to channel funds where needed rather than on a 
country by country allotment.
 

4. 	CABEI is prcpared to eliminate public housing institutions from
 
further assistance.
 

5. 	CAIBEI has acted iaore in the nature of a co--primary financing agency
 
-than as a secondary market facility. 
Given the existing circumstances,

this could be justified. However, it should be considered a stepping

stone, only. toward CABDEI's function as a secondary market facility. 

6. 	Local credit institutions are now more interested in the use of
 
their own funds for home mortgages as a result of past assistance
 
from CABEI. The incentive and stimulus of additional "seed" 
capital for CABEI will result in such funds being made available. 

7. 	Properly approached, local home credit institutions would be
 
prepared to act as borrowers of investment guaranty funds from
 
CABEI rather than purely as administrators.
 

8. 	There is a recognition by the local home credit institutions that
 
have been making monies available for higher cost housing that a
 
market does exist at the $6500 and under level and: could provide
 
a profitable source of business.
 

9. 	There has been insufficient continued contact between GABEI and the
 
* 	 local home credit institutions which could be remedied through


additional financial assistance and through more aggressive 
technical assistance°
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The function of CA3E.,'.s Home Loan Department is threofold: 1) to provide fundson a joint risk basis, to: pri y londing institutions through borrowings fromthe U.S. Govor.:ent elsewhere;or 2) to attract savings or other resourcesfor housing through th- incontive of participation in the risk; and 3) to
assuro primary lendin-,g institutions of a markot 
 for their mortgages as needed.This of uourse, is also tho function of the National Home Loan Bank Boardsestablishcd in the vairiouS latin American countries with AID technical and
financial assistance,
 

In tho ii plcmantattion
*primary lending through 

of the AID loan, CABEI has bon used as a -source ofthe addition to local savings of loans from AID.lGiven the lack of cligible mortgages, the absence of accuiualatedthe inordinate savings andde!mand for mjortgage financing, this was the only course to befollowud initial.y.. 1.ny second round of loans, however should emphasize a'llthree purposes. Actualty. O.BET shuld be serving Centralfor Americawhole what individual. S,:L Home 
as a

Loan i_ank Boards are supposed to be doing fornational Sf:L systems0 These Doards, too, have concentrated initiallypump priming. The addttional fac.tor in the ease of CADEI 
on 

is that its activi­ties encompass a variety of home credit institutions andSu".L associations In serving this range of home 
are not limited to 

credit institutions, CABEIis tapping a pr:riary source of funds not: otherwise being made available forhousing. Through its distribution of risk over five countries andp,.entially larger consolidated, external borrowings, moreover, 
its 

CABEI is ina position to compete better in the money markets for funds for relending. 
IV. T?=.*_2R1, ,pi:..! AND PO~T11.,-", ,) 
 OFC!B: ~ ST:F,,r 

The original concept of CADE. envisaged OADEI investingmortgages to the extent of 80, , with 
in newly created 

the primar-y lending institution receivingan interest spread of 3-4% on its 20% invostrant and a 1% service charge onCAEI's 801'1 invest.ment. CADE-I's profit would be used for relending.was changed during implementation to loans 
This 

by CADEI at 6% and mortgage loans
of 9% or a 3 *..spread to the primary lending institution on CABE!'s 80% invest­ment and a 3-4% spread on the primary tnstitutions'
own 20%invostmento The
 
reason was twofold: 1) lack of existing eligible moritgas and a desire toplace the whole risk on the primary lending institution to assure theircareful lending practices. The former situation could have been resolved byparticipation purchases by CADEI, with advance comriyitments. However,greater risk in the ifprimary lending institutions is desired,participation purchase with recourse or lending -

the terminology­
becomes immaterial.
 

CABEI -. thewith endorsement of AID's consultants - determined that the risk,initially, should be in the primary lending institution in order to assure
their careful appraisals and sorvicipg of the mortgages. 
 Thih argument has
merit but should not be applied universally. 
For example, mortgages issued
in Guatemala can be FAA insured. Lehding institutions shoi.ld. be prepared toAccept a lower spread because of the reduced Itrisk. might also be possible 
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to cstabl- h - :Iidirzg c Lcefdnterrc].ated spreads and percent of participa­
tion wdich woiLd rc'uit- in mze coroariscn pvrc.h,.sos or loans by CABEI. 

V,. 14'.r.*- ' 7 0'. q c -7. ) .. *. 7-f 

:: ,, ,. . . ,:.c - dis.&.sh.r ed to .APTI, and approximately
5.. L. the bo::o.ig institutions, ;4.5 million was 

Uc:: t ,.. gr.iios(2tui (U'A, Tl aarid iNVU) but these will no:'',-c 

.. e:ib.he for !.. rhe 0B apzlications for loan and invest­

'i ,Ic& , . resent institutional demand in excess of 
0i F- C- Co&d1Lo:2-rT., a:,)unt.ouT.i z e t.is 

L:piic CLptcembart.,.. s. 
 fted by 17; 1966, total
 
1c6$64. ,c ih:xe ore ] 
 aa,iigible applicants, there are'
 

....... c_. s,,m. :c .ns to ue the 
 i0 million allocated to
 
CVo:]i.a 1-7.a Ca
 

wasAt. the tir::. -o ":' ,.1osn to c.:A:.,. under consideration, the Regional;;OLS 2 !" g'U ":'.- r ....Acv. _aiihc:r e loss restricted ninterpretation of the 
Fore 1Asi tnc. Act En tc rormrit AID investment guaranties of 
loans .. c:'itmF T.r As6,--t-ance Papor reflects this suggestion. In 

4' sC t 1 . ).1; has been amended to permit AID 
Use "- .... cc''r 't 
 i ns
 
... :c , . .. a 
 a,Liori,.; rocver, wou_,d general.y make 

a accwi1la-o.1 5nCOA3I to build up the lending
{...... C....... .. '"at-"od 1oa of 25 years with home mortgages 

o.... -LC C!3-,,.1o The limited amount of
inve,S '-0 a "'a,1. ceovcr, not ,pcrmitsufficient assistance 
to C.,,T I Itt ... sO ,7cstcid that in addition to providing invest­

,,
ment gELaranr.y a.-chsric- y a- A.11) loan at 2-i/2" interest also be made to add
 
W.h..r to Gj'; I-n 1eiposit.1on,
c:J: a 

VIIo TW-g-CT"C..T, t.!.SDTfh;' 
/,/
 

The p.rir a-cy !or~dinr ins ttations contain a reservoir of mort-age lending
e7,erie,!co and ,bLlity. This know-how can be tapped hy including representa­
tives of those instIutions in the Advisor-y Co=mittee already provided for 
in ths 0!;:i 1., Ini:ms addition, theire is a defirite nced for an aggressivo
U.S. mortgagc adviser to pr-ovide a stimulus and initiative in the develophent 
o-. newi forms of .. een GABIEo .. n s b.Ct a) and the primary lending institu­
tions and, b) beween CABEI and external and internal markets for CABEI's own 
Home Loan bonds or borrowings. At tho ptiirary lending institution level, 
there is still need for education as to the markets for lower cost housing,

developmrent of project type lendingc and attraction of savings. 

http:C!3-,,.1o
http:bo::o.ig
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On November 29, 1963, AID executed a loan agreement with tho Central Aiorican

Bank for Econonic Int-c gration (CABDI) in the of 610 illihn to
amount 	 enable 
CAEI to ctnblish a 1Ior.ne Loan Department .'hiqh would act as a secondary

market facIlity for hone morLgagos issued by home credit institutions in
 
Central Afmericao The. full $10 nillion has bOn coiunitted by GABEI.
 

CADMI has now sub!"itted an application for a loan of C,15 million and an invest­
mcnt guaranty in the 	atrout of S;15 rillion to enable it to continue the purposes
of the original loan. At the sama t ine, Financiera Nacional de la Vivienda
 
dc San Salvador has sub'n.tted a for *a'loan of $6 million to
request 	 supplement
the 	C;3ol million lo,n rradc to it by A]D on 1ay 21, 1965, as "seed" capital
for 	a savings and loan sysLemi USA]D/HocrLaros is considoring submitting a 
requeLb for a 1soed'* capital dollar loan if proposed savings and; loan legisla.­
tion is enacted, Those reque-sts have raised the following issues (Exhibits A1
B, C0]., C2) 

1. 	How has CAB.ET:s hlome Loan Depayrinent openrated . n the past end 
what is its poten.tial for- the f/.Wxe? 

2. 	Should 11]) make bilateral loans and invGstment guaranties to home 
credit institutions in Central Anerica or should assistance be 
channelled through CAE!? (It is assumned that AID, rather than IDB,
will provide financial assistance.) 

The 	Presidential Doclaraticn of th.-, Preident. of the 	United States and the
Presidents of the five Ocntral Amorican coutries of Mrch 18J, ].963, included 
the following language 

"The Presidents a.so agree that opportwdi:iies should be giv-en
to the people of Central Amiern.ca to build and purchase their 
h.ornec There exi sts in Central Aricrica national savings and 
loan -inst.itutions which haixe been assisted under- the Alliance 
for 	Progxs,,, and othnrs are about to be created° In order 
to give ftarthor support fo:ir, those national efforts 1ha 
Presidents of Ceral America suggest that a Regional Howe 
Loan Department, which would be a secondary source of Home
Mortgage 'urnds, should be created as a division withirlrthe 
Cntral ln(Erican Dank for Ecbnornic Integration and the 
President of the United States agrees to offer technical
 
and 	 f:iarcial assistance to it" " 

This statement rof.lected reconcdations to President Kennedy by AID 
(Exhibit D). It also reflected a Resolution of the Board of' Directors of 
CAEI that CABAI is an adequate financial organizati'on to acts'ate non­
public hcusing, and that oro mas of promoting housing would be through
financing of savings arid loan associations, housing coopE~a .vos mgo 
discounts and savings deposit insurance (Exhibit E ) 

http:Amiern.ca
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Following that Doclaration, an AID/1-RO1OAP-CABEI team doveloped a CAP whichrosulucd in tho execution , on November 29, 1963, of a loan agreement pro­viding for a loan of ;i10 million by AfD/r to CABEI (nshibits F and G ). Todate 21 Ltters of Implerentation have been issued (Exhibit H).
 

The purpose of the loan is expressed in the Capital Assistanc Paper ofOctober 28, 19 63b as fourfold: .) to crcate a permanent mechanism to help
moot the housilhg 
 needs of the Ce:ntral Iiiorican Cowmon Ma'rkot; 2) to encouragethe creation of savings and loan associthtions and home loan dopartmonts ofc om orcial bank, and other financial institutions; 3) to help standa'._.zebuilding construction materials and provide emplo3nent, and 4) provide

housing.
 

As exprosscd in the 1INorms and Operating Plan" of the Home Loan Departmontof CAD I (Ex:hibit 1) the puaiposo of the progr.Ji is sevenfold: to promoteregional policies, strengthen existing financial institutions and stimulatenew,, ones, increase competition among such institutions, promote a CentralAmerican construction industry 9 increase economic levels and greater employ­ment and strengthen econorm-ic integration. 

The existinr AID loan is in the amount of lO million at 3/4%interest for40 years and a ton year period of grace° The CAP, loan a-ithorizationloan agreem;ent conterplatGod purchase and
by CABFI of 80, participations in existing,.ort.gages with a 1$ annual servicing fee to the savings institution. In factyCADEI roakes loans to institu ions at 6% plus a 3/4% commitment fee on aiiountsnot drawn down, and the institutLion roloan at 9%. Mortgages are limited to12-20 years with a maximrumii dwollin.g Unit saJcs price of O;i0000; downpaments­may range from 10--20!; ard interest may range 

mum 
from a minimum of 8% to a maxi­of 12/, although presentl]y only 91 is approved0 The CAP was based upon afamily income of' $90-400 per month (Exhhi.bit J) 

In order to protect against cx(chai.], fluctuations, GABEI loans dollars to therespective Central Banks..at 3/+%fo:r 40 years and a ten year grace period,and the Central Banks loan local currency to GABEI at a. similar rate withthe repayment obligation of the Central Banks limited to local currency 'made
available by CABEI. 

The Capital Assistance Paper lists four types of institutions in CentralAmerica which accept savings and make housing loans: 1). banks, public andprivate; 2) mutual or stock savings and loan associations; 3) private savingsand loan companies which are also in the business of developing land and con­structing houses 
or operate under the contract; and, 4) governmont housing
agencies. It sthtes that .the Housing Department of OABEI is designed toassist only institutions' in the first two categories
institutions and declares ineligiblein the last two categorieso The loan agreement itself doe. not 
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ctato ,'hnt t.o." of institut.ions are o)igible as borrowers. It moroly statesthat t1:j loan is n-do ':to assist in thofinancin, of a Homo Loan Departimentwithin 13ori'ouror, which v..l act as a source of secondary financing for homenon.e1 o insttut.ons in Dorrower mroibor countries, retaining selling 'theor
portfolio accucaL.a)tcd and colling part icipations in 	 this portfolio." However,tho rulc.,; and rogcJ.ations adCoted, by C!Miin Feobruary 1965 and approved byL 	 PC.Adeclare olijibIo" i) public and scIui-public savings and loan institu­t:Lon 2) iutu.]. ond ,"tock,avns, and loan associations; 3) housing coopora­
t ; ) p.Lvato and pbl:c b-'11, and credit. -. in'titutions which ofgago insavJ.ny and .o.c n for hoasain'g; 5) public and 	private insurance companieswhi.ch finance ir.Ldd].o-.incozm ho.ing, contract6) associations which.agree toconvert and; 7) under exceptional circumstances and temporary conditions,
public housing agencies. 

D. 	 , (Thkhibit R) 

a) p Pj 

INVU (public housing agency) $i1,000000

Banco Nacional (public coamercial bank) 1,O00,O00 

b)~
 

Banco IMpoticario 
 (mixed public and private 
co mercia], and mortgage bank) 	 2,000,000 

Dance Granai-Tonson (coi,.iarcial bank) 963,000
Crodito Hipotccariio Macional 437,000'

Banco do Occidente (coimaercial bar-k) 500,000
Cia do Soguros Cruz (insurance company) 250,000 

d)	JS2a~ 

Cia do Soguros Interamericana (insurance co.) 250,000
 
INVA (public housing agency) 
 1,500,000
 

e) L ',.'.
 

INVI (public housing agency) 	 -pO_0DOO0
 

"$iO,000,000
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2. 	Also declared eligible by CADEI:
 

a)
 

Banco Credito Agricola do Cartago (public !commrcial bank)
Danco nglo Costarriconso (public commercial bank) 

b) 	 . .j~-2 

Financiera Nacional do la 	Vivienda (FTV)'Homo Loan Bank) 

Comercial Asegurado Suizo Americana (insurance company)
 

d) 
Banco Atlantida (Chase Mafattan)
 
El Ahorro Rondurenio
 

1. 	 -a 'Inr..i ,.. .j . 
selling price with a 
This 	 maxiatmi has been 
for 	loans 

Tho 	 CAP contemplated a 0, maximum 
floor of ,i2500 and an average of 05000.
retaincd except that, in accepting collateral 
ROCAP approval, will accept mortgages onhousing costing 4)O.000 to 	be replaced by eligible mortgages.
 

2. 	 F31M';.J~q In i r'.m, The 	 CAP restricts eligible institutionsto public and private banks with savings departments, coopera­tives and S&L associations, and conmercial banks with savingsdepa'tmnts , It expressly prohibits contract associations andpublic housing agencies. CADEI, .P.OAP. yor~v. 11, permi.tscontract associations.and public housing agencies to be includedunder certain circumstances, eog., in 	the case of contract
associations, if they agree to convert, in the case of public
agencies, if they establish savings departments.
 

3. ]_rLctsjT 4
,.II_.m__ 
 r . The CAP seed capital loan agreementcontemplated, CABB-1 purchasing 80% 	participations in existing
mortgages with the issuing institution receiving a 1% servicecharge. ABEiI, with ROOAP approval, is making loans backed bya pledge of 'mortgagits and allowing the 	borrowing institution a3% 	spread between C].EXi' 
s charge and the mortgage interest.

Defaulting mortgagek must be replaced by sound mortgages.
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F. DJnrs,r!,t;. As of Doccn-r~Il; AID has disbursed 69 million toOA3EI and Ci3.,I had disbursed b5p335,000 to the following institu­tions. The latter had disbursed A4,550,000. Houses completed
total.cd 934 and under construction, 763, with an average price of 

C8300.
 

G. I:, 1 ,'c.'__,5mY_: T . T-o7. countries, El Salvador andNLicaraguL.a, h. .ve logi siction prbvidin for S&L systems. Guatemalahas throe SY:L associations operating under- general law and an FHA.Costa Rica's honce credit institutions are nationalized. Hondurasis con'sidering legisJaticno 

1. !US',.v_2'.% On May 21, ,1963, AID executed a $31 million loanagreement with the GONe The loan is for 40 years with a tonyear grace period. Daring the ten ycar grace period, a servicefoe of 3// i..E charged. Thrcafter. interest
of 2/% is at the rateTRY n:ay ii:La]e deposits in, loans to,, or buy Mortgagesfrom S&L associatiorso In fact,, FNV makes loans to associations.To date it has loaned 4.3o3 maillion to the thr6e stock associa­tions. Association loans have resulted in 628 mortgages
totaling ,$5.6 million,
 

7i1V has requested a second 
 loan of 166 million. Based uponreport by a cor.sul.tant, '3an 11. for ' million 
a 

has been approvedsubject to a deterrinati(,n whether a loan should be made toCABEI or to FN.o The consultai-t-s report recommends a loan. 

At the ti'Le of the or-ghna. :3.01 m-illioij
of loan to F,,V, the questiona bilateu.l loan versus a .oon to OAiEi was raiso.d (Exhibit L).In addition to thc fact that a c.c;i.dtment had baen made toGOE, it was decided that a bilateral 

the 
loan would be more effectivein creating a sys.erj which cou.d sUbsequently take advantage ofCADEI. However bot.h tho Cauta]. Ascistance Paper and, loan agree­ment contain .:Latcmecits to the effect that Financiera will notact as a secondary narket facility but that CARh{1 would exercisethat function (Exhibit 11) For e:cemple, the following state­ments appear in the Capitil Assistance Paper.­

"AID funds will 
not be used in secondary L.or.gage financingwithout prior concur-rence of AID-'** this projec-t willprovide institutions through which CABEX can utilize the$0O0OOOOOO AID loan, *'Thus, loan funds may not be usedby the Financiera to engage in rediscounting of mortgages
in direct competition with CABEIo 

Although the Charter of the Financiora permits the
corporation to engage in secondary mortgage financing,it is not proposed to utilize the AID loan funds for 
this type operation°, 
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In the Loan Agreement, the following conditions and covenants appear:
 

"A report describing the substanco of consultation between the
Borrow..er and the Contral Dank for Economic Integration (CABEI) 
on tho subject of Dorrowrc's cooporation with CABEI as an 
intorimediary or othoruzisc for CADEI secondary mortgage financing 
operations in El Salvador."(Condition Precedent)
 

"Except as AID Isha.l otherwiso Lgree in writing Borrower shall 
use 	 loan funds for secondary mortgage financing only to the 
oxtont that fwuds for such secondary nortgjge financing are 
not available from other sources on satisfactory terms." 
(Covenant) 

2. i'rgrXi!r~. A ,?3.7 milli.on loa.n from AID has been approved but 
not yet executed. It is a two-step loan. 40 years at 2-1/2%, with 
a grace period of 10 years at 1%; the GON will make pesos available
 
to the MD for 30 years at 3% with a period of grace of eight

years at 2%. The NJD3 willa reloan to associations at 5-1/2%;
b) make deposits at the dividend rate; 
or c) buy mortgages. It

is contomplated that mortgage rates will approximate 10%, with 
a 4-5%/"spread between HHB charges and mortgage rates. The m-axi­
mun sales price is l0,714o 

3. 	 .,rr?9 2 . Guatemala has not requested assistance from AID and 
none is contemplated, Its systems presently has net savings of 
,)5.3 million executed in 1962 allocates 0)2o5 million for a savings

and loan system but has not beeo utilized.
 

4. 	 OL2J .. There is a suggestion of an interest in a private
S&L system, but no affirmative steps have yet been taken. 

5. s. Honduras does not now have a S&L system but is 
considering legislation.
 

AID 	policy is to foster Cntral America economic integration through OABEI. 
This va: 
reiterated as late as December 9, 1966, by AID Adininistratbr Gaud.

The 	purpose of the establishment of a HomeeLoan Department in CADEI and of 
the ;].0 million loan was, inter alia, th economic integration of Contral
America. 
The loan is intended to help hchiove this purpose by: a) providing

one central source 
of secondary financing Por savings generating home credit
 
institutions (not only S&L associations), b) standardizing mortgage, and lend­
ing 	procedures rates and docurents, c) sthndardizing design and construction
 
fonrms, and d) making it possible, through economies of scale, to borrow
 
money externally. The Board of Directors has stated on several. occasions
 
that loons would be made on the basis of need rather than by country
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allocation (Chilblt cl). In fkct, of course, each country has received an
oqu-,l share. The e:pcrionce of other multi-country financing agenciesUN) is similar. (IDB,This characteristic of iulti-country agencies should not,hovwovcr, doter attco.pts at integration, CADEI's Home Loan Department hasalroady achieod tw,.,o stops tow.-ard homoof design and fi.nancing for 
credit integration: a) standardizationthe fivo cowtries; b) identical agreements withfive Central Banks for protection against exchange rate fluctuations thatmight Ct CADI's flscal position; and c) local institutions approaching

a Central Amorican agency for assistance. 

On January 9, 1967, tho a:ccutivo Vice President of CADEI admitted toEValuation Teau that the first $)10 million was disbarsed 
the 

on a country basisbut is confident that a second phase would disregard this arbitrarycriteria dnd operate on a 'where needed" basis and in response to interest
 
rate competition.
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EXHIBIT "A"
 

AIRGRA 14 

TO : AIDTO CIRCULAR XA 833
 

FROM : AID/W 

SUBJECT: Housing and Urban Devolopment - CABEI Home Loan Department
 

For sorc time we have felt the need for an evaluation of the $10 millionhouniu' loan -to CA13EI and of the poten ial of CABEI's Home Loan Department.
This need was accentuated recently by the submission of a request by theGovernment of El Salvador for a second "secd" capital loan for its S&L systemand by the submission by CABEI of a request for a $15 million investmentguaranty and a second A.IoD. loan of 5i5 illion, We propose to meet thisneed by a study by Harold Robinson, Deputy Director of LA/HUD assisted by
a consultant from the Federal National Mortgage Association, probably itsAssociate General Counsel Benjamin Wesson, and a consultant from theWashington Federal S&L Assoc., its President, Jack Gordon, which is undercontrilel with A.I.D. to evaluate requests by home credit institutions forinvestment guaranties. John Martin, ROCAP S&L Adviser, and Joseph Grimes


ROCAP Legal Cousel, will be requested to assist in 
 the study. 

The study will consider (a) the original concept and purpose of the $10 millionloan and its past implementation, (b) the potential of CABEI as a source ofsecondary financing for home mortgages for Central Am-rica, including the
possibilities 
of its acting as a mortgage insurance facility, (c) the relative
merits of further loans and the investment guaranty route, and (d) theadvantages and desirability of bilatc.ral assistance and/or assistance through
CABEI. 
-Mr. Robinson will be funded regionally, Mr. Wesson by ROCAP, and
1,Lr. 
 Gordon under the regional contract with the Washington Federal S&L
 
Association.
 

Under separate cover, ROCAP is being requested to furnish factual material

dealing with the forms of loans already made by CABEI, the borrowing

institutions, and the progress of these loans.
 

HRobinson: dg 
 LA/HUD 
 David Bronheim
 

SBaruch,LA/HUD(draft)
 
PGlaessner,LA/CD(draft)
 
OSauso,Guatemala/ROCAP(substance)
 
RWitherell,LA/CEAN Ls
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AIRGRAM 
EXHIBIT "B" 

TO : GUATEMLA TOCAP A-53 

FROM : AID/H 

SU13J1ET: Housing and Urban Dovelopment - CABEI Home Loan Department. 

AID/. is contemplating a study of the implementation of the 1).0 million
housing loan to CADEI, CADEI's potential as a secondary market facility
for hoo and the1A0ortgagos, form further A.I.D. assistance, if any, should
take. This study is not aimed at criticizing any past implementation of

the cxisting loan but as an evaluation of CABEI's potential.
 

In preparation for the study, certain information is needed. Some of this
has already been furnished in various monthly reports from ROCAP. However,
it would be most helpful to AID/H and reduce the time necessary for the
study, if the following information were assemb].ed in one document and
forwarded to AID/. as soon as possible. (It is assumed that Mr. John Martin,
ROCAP S&L Adviser, can collect and correlate the information). 

1. Copies (3) of the current rules and regulations of CABEI's
 

Home Loan Department.
 

2. Loans made by CABEI, dates, dollar amounts and terms.
 

3. Status of disbursement under each loan both to the Central

Banks, to the borrowing institutions, and by the borrowing institutions.
 

/.. Home credit institutions declared eligible by CABEI and

approved by ROCAP. Also 
 list those institutions declared eligible by CABEI

but not yet approved by ROCAP and those submitted by CABEI to ROCAP and
 
found ineligible by ROCAP.
 

5. 
Brief description of each eligible institution, including

whether private, public, 
 mixed, stock, mutual, major activity, assets 
amount of portfolio (exclusive of CABEI loan) devoted to home mortgages,
and rate of accumulation of new savings available for home mortgages. 

6. 
Terms of loans by home credit institutions, plus other­
charges not included in interest.
 

7. Interest paid by government agencies or other institutions
 
(by country) for savings or bonds. 
Tax free features
 

HRobinson
 

RAWitherell, LA/C EN 
OSause,Guatemala ROCAP
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CA3 1 GAMBIT 
"C"
 

TO i : GUATEMALA 

STATE 84192 

AIDAC 

TOCAP 115 

SUBJECT: Housing Urbanand D..veJ.opMInt _ CA BEI i.Husing Loan 

REFERENCE: 
 a) CAPTO 241; b) TOCAP 106; c) TOCAP A-53
 

1. Respective roles AID-IDB in field housing still under considera­
tion. 
 CABEI evaluation for purpose determining; a) efficacy and desirability
 
loan to CABEI for home credit institutions; b) whether support national
 
savings and loan system bilaterally or 
through CABEI on assumption final
 
determination AID-IDB role will include AID continuing support intermediate 

.credit institutions.
 

2. Team planning visit early December dependent receipt
 
requested information 
 from ROCAP and review and report investment guaranty
 
application 
 by Washington Federal. ROCAP reminded refair b) requested PIO/T 
cover Iesson visit.
 

KATZENBACH
 

HRobinson: dg 
 LA/-UD 
 8847 11-14-66 
 Stanley Baruc'h,LA/HUD
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EXHIBIT 
"C" 

TO : r..Philip Glaessner, LA/CD, 3243 NS 
 October 16, 1963
 

FROM : Harold Robinson, LA/ID/SCDD, 3731 NS
 

SUBJECT: Housing 
 and Urban Development - CABEI Housing Loan - Investment 
Guarant-ies. 

During the E::ecutive Staff Meeting on the proposed housing loanto CAEI, consideration was given to the issue of investment guaranties.This raises anew the issue I have raised on several occasions: the authorityto guaranty investment in institutions or the issuances of such institutions. 

Section 221(b)(2) of Foreignthe Assistance Act limits all riskguaranties to 75% of the U.S. investment excepL that)projects", a 
in the case of "housingvirtual 100% guaranty is authori,ed.. The inclusion of the vwrd"projects" has raised a question

physical projects 
whether "housing projects" refers- solely tosuch as those contemplated under Section 224. mayor meaninvestment in home financing institutions or their issuances. This is morethan academic in view of suggestions that the investmen. guaranty is usedto a) implement the proposed legislation to permit savings institutionsinvest in foreign home tosavings institutions as suggested by the Administratorin his testimony before the House Banking and Currency Committee,. b) enablethe Home Loan Department of the Central America Bank for Economic Integrationto sell participation certificates collaterialized

portfolio and enable 
by its own home mortgagec) central housing cooperative institutes to sellsimilar certificates or resell mortgages of their member cooperatives. 

Actually, guaranties of investments in a, b or c would have a greaterand more far reaching effect and benefit than investment in specific, physicalprojects. This could be accomplished:, aif limited interpretation is used,by deleting the word "projects" in Section 221(b)(2) with appropriate languagein the Senate Report to indicate th6 reason or by adding after the words"housing projects" the words "or hoasing investments in home financing orcooperative housing institutions". 

I suggest that steps be taken to provide for such an amendment in
the Foreign Assistance Act of 1963.
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/ EXHIBIT "C" 
10 : Mr. Oliver L. Sause,. Director,' LA/CAP 

FROM : Harold Robinson, LA/ID/SCDD 

SUBJECT: CADEI Home Loan 

1Mr. 	 Jack D. Gcx'don called from Miami to report on the meeting in
 
Tegucigalpa on September 9 and 10. The following points were resolved:
 

1. 	The four Central Banks (Nicaragua was not present) agreed on 
a moans of guaranteeing the proposed loan, i.e., the 	dollars
 
would flow A.J .D.from to CABEI to the Central Banks and the
Central Banks would loan local currency to CADEI for purchases
from the local savings institutions. 

2. 	 The Central Banks are opposed to any allocation between countries 
since that vould be contrary to the interest of integration. 

The 	next step should be for Mr. Gordon and Mr. Mooney (possibly
meeting in Miami) to draft the language to be added to the present loan paper

draft setting forth the understanding of the flow of monies and the part to
 
be played by the Central Banks.
 

The Central Bank representatives will be in Washington, D'. C. for
 an International 13tnk meeting on October 1st. It would be 
most desirable
 
to have an authorization by that date.
 

An issue that merits serious attention is the use of the invea:tment

guaranty authority. This was referred to at the Managua meeting and again atthe 	September 9-10 meeting. However, it is my understanding that our LA legal
office has takern the pcsition that the conception of "housing projects" in

Section 221(b)(2) of the Foreign AsSistance Act 
would not apply to issues ofthe 	CABEI Home Loan Department, That is, CAEEI would be limited to a 75% 
guaranty (see my mcmorandua to Mr. Sternfeld of June 5, 1963, attached). 
 If
this is the case, steps should be taken to amend the legislation now before the
 
Senate Foreign Relations Committee.
 

HRobinson: ch: 9/11/63
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TO - : 	 Mr. Oliver Sause, Director, LA/CAP January 10, 1963 
1 

FROM : 	 Harold Robinson, LA/SIf/Housing 

SUBJECT: 	 Housing - Central America - Use of Investment Guaranties for 
Home Financing Institutions 

in homo 
bnnkii institution. The extended risk investmenl, guaranty authorization 
of' the Foreign A sistnrce Act of 1961 (as amended in 1962) offers a source 
of private funds for a secondary mortgage market in Central America. It 
should be investigated. 

1. 	 U11e of nra_t. _o, insuire Lnv',mcni; 15vteU.t 

Extendcd risk guaranies are authorized on a world-wide basis to 
the extent of .,-/ O million. Of this .24O million, $,60 million is specifi­
cally earmarked for itnvestment in housing in Latin America. The remaining 

] , million or any part thrcof could, by administrative detcrmination, 
be uscd for housing purposes in Latin America, A legal question might be 
raised as to whether the ,6, million could be used for direct investment 
in other than physical housing. However, as to the ',180 million there 
should be no question about the legal power to insure investment in home 
financing institutions., 

2. Form of Instituton. There is need in Central America for 
a central banking institution -to a) act as a Central America Home Loan 
Bank or savings and loan association or b) a secondary source of funds for 
country home financing systems. There are various alternatives, Among 
these are: 

a. 	 A central America Home Loan Bank organized jointly 
by the various cburtries to charter and supervise 
savings and loan associations and act as a source 
of funds. 

b, 	 A Central Home Banking Institution to discount home 
mortgages issued by home savings institutions 
pursuant to individual country laws. 

c. 	 A completely private venture with insured funds. 

d. 	 A Central American Home Banking Institution to 
which the various country banking systems would 
subscribe 	and which could have as well private
 
U.S. funds backed by an investment guaranty.
 

Such institutions -could be within CABEI, independent"of CABEI,
 
or have participation by CABEI. A common denominator would be in the U.S.
 
private source of funds backed by our guaranty.
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XIBIT "E" 

1.1EI40RAN DIJM 

TO : Central American Ministers of Foreign 
Relations and Economy 

FROM Prosidcrnt of Central American Bank 

SUBJECT: Regional IHou,.i.ng F.11.c If, 

DATE: March -----

The Central American Bank for Economic T.rtogration (CABEI). interested 

in contributing to the solution of the hous;irng problem under conditions that 

will make it acccssibl].e to the are, 's low ard medium income population 

through regional programs which complemcri-,ia ,onal efforts, has been making 

studies and inquiries for tUhis puirpose. 

In the First Board of Governor s Meeting held March 3.962., the Bank's 

Board of Directors submitted to its consideration Resolution BCT,/SE-AG-/DT 

wrhich in part says­

"l.- To expressly recognize that the Con Lra. uier.ican 1;>nk for 

Economic integraLion is an dequate financial organrL;aticu to 

activate housing -onstruction in Centrul. Pnri ca for the use of the 

large section of the population not usually included in the plans 

of the national housing institutions 

request oec:hni,.2.- To the and fincian l organizations who. study 

and execute the housing programs included .inthe declarations of the 

Charter of Punta del Este and previously in the Act of Bogota that 

is referably considered.to channel the resources for these purposes 

through the Central American Bank in all aspects relating to the 

Central American region as a whole, 
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 EXHIBIT "E"
 
3.-
 That due to said directives in investment fields of said 

institutions in its Charter, the Bank's action to handle or 

administer the special. funds designated for these purposes will-be 

made without affecting its orginary resources."
 

The above project was fully discussed by the Governors who recognizing
 

the importance of its content, put their interest on record by stating that the
 
Bank should continue the studies in order to find a more adequate form by
 

which it could contribute to the solution of 
the problem. 

The Bank has made inquiries before various private and international
 

organizations, including the Intr-Ajncrican Development Dank and the Agency
 
for International Development (A.I.D.) United
of the States Government, The 
officials responsible in the latter agency have expressed their interest in
 
cooperating with CAB3EI in the solution of a problem of this nature, with the
 
assurance that it not only cntributes to bettering the standard of.living of 
less fortunate sectors but also, operating on a regional level, gives a great
 

boost to 
the economic integration of the Central lAerican Republics. 

On the other hand, many groups of persons interested in.obtaining 
their own housing, as well as representatives of private institutions operating 
in the housing financing field, have approached the Bank with the desire of 

receiving its cooperation to fulfill their needs. 

It is of interest to mention the loan application received from the 
National Union of Cooperative Associations of Honduras, Ltd. (UNACOHL) for
 

$4,000,000 simultaneously presented to the Agency for International
 

Development (A.I.D.) and CABEI. 
 Should the loan be granted, the latter will
 
administer it as fiduciary, 
CABEI's Board of Directors, by Resolution DI-74/62
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dated July 20, 1962, accepted the responsibility to 'administer the loan. The 

Bank and the A.I.D. Mission in Honduras have been interested in granting the 

loan indicated and we understand that the application is under study in
 

Washington, pending resolution.
 

Likewise, possibilities have been explored for the Bank to more
 

fully intervene in the development of housing programs and in this respect
 

close contact has been maintained with the officials of IADB and A.I.D., the 

latter through ROCAP. From these conversations it has been concluded that
 

one of the possible ways of promoting housing programs would be to facilitate
 

financing to savings and loan institutions, cooperative associations, etc.
 

through mortgage discounts, the insurance of savings deposits for housing
 

and mortgage loans for this same purpose.
 

A plan of this nature requires laborious investigations to more
 

concretely define the Bank's plan of action. In this respect, the Bank and
 

ROCAP have begun such work. Our institution has assigned a high level
 

official who will lend his cooperation to the expert designated by ROCAP.
 

It is expected that with'this study a formual will be found to
 

obtain funds from the Alliance for Progress, through CABEI, for the activit-_es 

above mentioned, In view of the first observation it is considered possibl.e 

to place insured mortgages on the stock markets. In order to achieve this, 

it would be necessary that the Governments of the countries where resources
 

exist to be channeled into those operations authorize savings and other
 

institutions to acquire mortgage securities. Legal regulations recently
 

adopted by the United States Gove'rnment lead us to believe in the possibility
 

of making more extensive use of this mechanism.
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Once the studies are terminated and the plan of action approved, it
 

would be necessary to organize the program's administrative group. CABEI has
 

the capacity of lending the above service while the size of housing operations 

do not justify the creation of a new regional financial institution,, 
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AT RGRPa, EXHIBIT 'IF" 

TO : AIDTO CIRCULAR XA-1180 

FROM : AID/W 4-24-63 

SUBJECT: housing - Central Home Loan Bank for C'entral America
 

The Presidential Declaration of the Presidents on March 18, 1963, 
states:
 

"The Presidents also agree that opportunities shoul.d be 
given to the people of Central America to build and purchase 
their homes. There exist in Central Aerica national savings 
and loan institutions which have been assisted under the Alliance 
for Progress, and others are about to be created. In order to
 
give further support for these national efforts, the Presidents 
of Central America suggest that a Regional Home Loan Department, 
which would be a secondary source of Home Mortgage Funds, should 
be created as a division within the Central American Bank for 
Economic Integration and thc President of the United States agrees 
to offer technical and financial assistance to it."
 

In order to implement this determination and U.S. commitment for 
technical and financial assistance, a preliminary meeting on the form and
 
financing of a Home Loan Department of CABEI(CAHLD) was held in El Salvador 
on April 1.9 and 20 between Harold Robinson, Regional Housing Adviser, 
Anthony Solow, ROCAP Infra-Structure Adviser, Jack D, Gordon, Housing Finance 
Consultant, and Jorge Sol and Rafael Callejas of CABEI, followed by s 
meeting of Messrs. Robinson, Gordon, DuFloa, and Marasciulo in Guatemala on 
April 20. 

The following tentative .timetable of implementation has been 
f'ormulated: 

1. Collection of Information. Various agencies will be requested 
by letter and telephone to furnish material already assembled on a) housing 
need and supply, b) incomo levels, c) potentials for saving, d) forms 'of home 
lending institutions, e) availability of building material and labor, 
f) construction costs, etc. For example, Mr. Robinson will contact PAU, IDB, 
AID, ]IHFA: Mr. Callejas will. contact CEPAL, CINVA, SIECA and the various 
Central American housing institutions.
 

2. Review of material. This material will be reviewed and digested
 
by Messrs. Callejas and Sol in preparation for a meeting in Guatemala some
 
time between May 15-20 of Messrs. Callejas, Gordon, Robinson, Sol and Solow.
 
At this meeting, a determi.nation will be made regarding further information
 
needed.
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3. ViLsit to CcntrrAl 1iecricnn countries. Visits will then be made 

by some J,(mb. rs of the group to the various countries of Central Aerica to 
fill in the L!"lps in information. 

4. Fo-rm. ti cv. ofP1 rn . Beginning about Jule 1, work will be 
started on a proposal for su bniss'lon to AID/W, CABEI and ROCAP by the middle 
of June, including rocomnundations for provision for A.I.D. loans and/or 
investmrLent guarantiLes. At this time, the ROCAP1 Loan Officer will also become 
involved. 

G-enerl]. , and3 tcntotivel, the following principles were-agreed upon: 

1. CAHLD will be a source of secondary financing, only. Its resources 
will probably be a combination of loans, investment guaranties and sale of 
parti cipat on certificates, 

2. It shuuld assist. that lower and middle income group which does 
not require any form of subsidy - possibly a $100 per month income floor. 

3. Mortgagc loans eligible for CAHLD refunding should be limited to 
homes'whose value is not more than twice the annual income of the home 
purchaser. 

4. Debt service should approximate 20% of annual income. 

5. Some equity in the form of prior savings, doi-mpayment or land 
ownership should be involved in the original home financing. 

6. Only mortgage loans issued on new construction subsequent to the 

establishment of CAlLD will be considered for CAIHLD assistance. 

7, Consideration should be given to 15 years, 8% mortgages. 

8. Tentatively, it is thought that home mortgage institutions will
 
sell mortgages to CAB1LD, but keeping a 20% interest; CAHLD will sell participa.­
tion certificates, guarantied by CAILD and A.IoD., to the extent of an 
additional 60%. 

The USAIDs will receive from ROCAP a suggested timetable of visits 
following the May 15 meeting in Guatemnala. The above principles should be 
regarded as tentative and preliminary guidelines, only, and may be changed 
drastically-during the ensuing visit and discussions. It would be preferable,
 
therefore, not to discuss them outside the USAIDs at this time.
 

CABLEROOM: Please send to the following Missions: 

San Salvador ROCAP/Guaternala City 
San Jose Guatema.a City
 
Manamv Teguci galpa
 

IlRobinson: CI LA/ID/Housing 5422 4/23/63 Oliver Sause,LA/CAP 
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TO : 	 Mr. Henry A. DuFlon, ]irector April. 25, 1963
 
HOCAP/Guatomala
 

FROM 	 Anatole A. Soohw, ROCAP - Physical
 
P.anning and Infrastructure Adivsor
 

SUBJECT: 	 Sui.r.'y of Mceting on ]lou:oing Finance
 
Program by CADET.
 

1. Meetings were held in the ROCAP Office in San Salvador on
 
April 1.tlh and 20th for the purpose of determining what steps to take in
 
order to implement the Presidential Declaration of Central America 
 regarding

the establishnent of a lomae Loan Department in CABEIo
 

2. Participants in the meetings were: Rafael Callejas, CABEI staff

engineer, Jack Gordon, AID/],OCAP ii.:using Finance 
Advisor, Harold Robinson)

AID/LA Housing Chief', Jorge So., CAB,E housing consultant, Anatole A. Solow,
 
ROCAP Physical Planning and Infrastructure Advisor.
 

3. The pertinent text of the Declaration states: 

"The Presidents also ag[ree that opportunities should 
be given to the people of Central America to build and 
purchase their homcso There exist in Central America 
national savings and loan institutions which have been 
assisted unldo the All.:1,Anco for Progress) and others are 
about to be crcated I,] order to give further sipport
for these national efforts, the Presidents of Central 
Amnerica suggest that a regional lora- Loan Department,
which would be seconjary source of home mortgage funds, 
should be created as a division within the Central American 
Bank for Economic Integration and the President of the 
United States agrees to offer technical and financial 
assistance to ito" 

4. In addition, Mr. Gordon's letter to Mr. DuFlon, , ,ed December 31,
1962, was used as a guide to the discussions. 

5. It was agreed that, based on analysis of existing data, fact
finding in the field and consultation with CA, Governments, concrete proposals
for implementation of the Declaration should be formulated by a working group
and submitted to CABEi for its consideration at the earliest possible date. 

6. The proposals would define the kind of regional housing finance
 
program which CABEI could develop in cooperation with the individual countries
 
and with AID in accordance with the terms of reference of the Declaration of
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7. Thu proposals would define the scbpe and nature of the program, 
prophse the method of f.inancWr, , out.inc the required'organization, personnel,
 
administrative and leCgal mcho i sin.
 

8. It was felt -h.aL whilc CAP."I 's role as a Central American Bank
 
should cmphasize the financial aspects and should consider ways and means to
 
attract private capital for housing for middle income families, such a program
 
should be developed with bdue consideration of the total housing problem and in
 
confirmacc wi tLh overall. housing policies and development plans in each of the
 
Central Amcrican coun tri,.c,
 

9., It was al:o agreed that any program by CADEI should be so flexibl( 
as to permit the mobilization and use of' funds from all possible national, U.S. 
and international source5, and to make it possible for CABEI to deal with any 
suitable natio.al instituLions (not just savings and loan associations). 
Particular atteantion would be paid to investment guaranties. Any regional plan 
would havC to take into account the laws and institutional mechanisms in each 
of the Central T;,-eri.can countries, 

10. The Work.:i.rg Group will collect and analyze existing information, 
make a fact finding survey in the Central American countries and consult the 

1governments and meot to prepare a firm]. report and recommendations, in 
.1 accordance with the attached "Plan and Time Schedule". 

11. The Working Group will consist of Rafael Callejas, Jack Gordon,
 
Jorge Sol, Messrs., Solow and Robinson will participate whenever possible,
 
VW', Gordon will particip ate in the field survey of Guatemala and El Salvador,
 
in meetings with ROCA, STECA and CABEI, and in the meeting to draft final
 
report and recojmendations.
 

12. A more detailed 	plan of A.I.D Technical Assistance thlough ROCAP 
to CABBI not only for the formulation of the program but also forfits implementa­
tion, was also discussed and will be formall.y proposcd to CABEI and A.I.D.
 

PLAN AND TIME SCIIEDULE OF OPERATIONS TO FORMULATE 
A PROGRAM FOR BOUSING FINANCE BY CABEI, 

I. PREPARATORY P _P o.ectionandAnaysisof Existing Data 

April 22 - May 7 	 Collection of data and existing reports - Callejas 
for CEPAL, SIEGA, C.A. countries - Robinson for IDA, 
OAS, AID, 1IIHFA. 

May 8.- May 18 	 Review and analysis of collected data by Jorge Sol
 
and Rafel Callejas (this may be in San Salvador or
 
Tegucigalpa).
 

http:Work.:i.rg
http:natio.al
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May 20 - May 21 	 Meeting in Guatemaila to review general. approach and 
amplify questionnaire, Participants: Gordon, Robinson, 
Sol, Callojas, Solow, Mooney. 

II. FACT ]INDINKG Ai,)_ COTSULTATYON,S IN Tile FIE.D 

May 22 - May 24 : Survey in GuatemaJ.n., consultations with SIECA, ROCAP, 
Gordon, Sol, Callejas. (Solow and Robinson if possible). 

May 24 - May 29 Survey in San Salvador, by Gordon, Sol, Callejas, Solow. 

May 29 - June 1 : 	Survey in Honduras by Sol and Calleja,6. 

I, 

June 3 - June 6 : 	Survcy in Nicaragua by Sol and Callejas, 

June 7 -. June 12 : 	Survey in Costa Rica by Sol and Callejas (with 

cooperation of A.I.D. Advisor Silberman).
 

III. PREP.R/IT0N UT REPORT AND flECO,.'"NDATI0US 

Jule 12 - July 10 Preparation of Draft Report by Sol and Callejas 
(Gordon, Robinson and Solow to meet with Sol and 
Callejas if ,ossible for two-day consultation on 
Jule 14. or June 21) 

July 10 - July 17 	 Meeting in Tcguciga].pa or Guatemala to review and 
formulate final recommendations for submission to 
CABI, (Sol, Callejas, Gordon, Robinson, Solow,
 
Mooney).
 

http:Tcguciga].pa
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LETTERS OF IM4L]E IENTATIOU 

1. March 1, 2.96/.. 	 Recites conditions and convenants. 

2. March 1, 1.964. 	 Extends terminal date for fulfillment of CPs 30 days. 

3. May 7, 1.964. 	 CP to initial financing approved. CP to financing in 
each country met for Honduras. El Ahorro Honduruio 
Cia do Seguros, Danco La Capitalizadora Hondureno and 
Banco do la Propiedad accepta,.e to A.I.D. 

4. Jan. 6, 1965. 	 Banco Ilipotocarlo of El Salvador satisfactory. 

5. 	 March 29, 1965. Bodito Ilipotocario Nacional and Banco Occidente of 
Guatemala satisfactory. 

6. April 19, 1965. 	Brnco Granai-Townson 

7. April 19, 1965. 	 INVU of Costa Rica acceptable. 

8. May 21, 1965. Cia de Seguros Cruz Agul and Cia Seguros and Inversianes 
of Guatemala acceptable. 

9. May 2.7, 1965. 	 Cia Seguros and Inversionies of El Salvador acceptable. 

10, Juno 18, 1965 	 Financiera Nacional (FNV) of El Salvador acceptable. 

11. Aug. 9, 1965. 	 Banco Anglo Costarricariese of Costa Rica acceptable,
 

1.2. Aug. 24, 1965. 	 Banco Nacionale of Costa Rica acceptable. 

13. 	Aug. 25, 1965. Approved participation of insurance companies for Resolution
 
D].-70/65o
 

14/ Aug. 27, 1965. 	 Authorized financing in Guatemala. 

15. Nov. 12, 1965. ITWI of Nicaragua approved subject to review of draft
 
of sub-loan agreement.
 

16, Dec. 10, 1965. 	 Approved draft of agreement with INVI of Nicaragua. 

17. Dec. 17, 1965. Approved extension of terminal dates for requests for
 
commitment documents and disbursements to Dec. 1, 1966,
 
and June 30, 1967.
 

18. Dec. 18, 1965. Comercial Aseaginedora Suizo Americana of Guatemala
 
acceptable.
 



19. April 26, 1966. 

20. July 11, 1966. 

21. July 22, 1966. 
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Approved :,250,O00 sub-loan to Conepaina Intcr--Americana 

do Segvros of' londuras hnd 01.5 million to INVA ($1 

rolept through separate S&J, dcpa-,r'trmnt,milLion to b, 

part of i-l million for cooperatives and possibly
 

Sitraterco; $,;500,000 for S&L). 

of July 7, .966, with INVA ofApproved last draft 
Honduras. 

of July 19, 1966, on INVA agreement.Approved changes 



Attachment 2
 

Page 32 of 66
 

EXHIBIT "J" 

LOAN AGREE'MENT 

(596-L-003) 

famount: q.D ,000,OO)O 

D,te of J,:c'utilon: November 29, 1963. 

Dato Concitions Precedent: Apr.l 29, 1964., 

Intrs[,: 3/4 of 1%, beginning 6 months after disbursements. 

Te2m: 40 years - 10 year period of grace. 

Conditions: (a) No corriitmcnt documents to be issued for requests received 
after June 1, 1966. 

(b) 	 No disburscmnts to be made against documentation received 
after December 1., 1966. 

(c) CABEi investment not to exceed 80, of outstanding principal 
value of each mortgage. 

(d) 	 Nortgagc terms to be from 12-20 years; into,'est rates on 
mortgages to be 8% - 12%, including all charges. 

(Dates 	 of (a) and (b) extended by Implementation Letter #17 
to December 1, 1966, and June 30, 1967.) 
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EXHIBIT "K" 

CONA RICA -

BANCO NACIONAL DE COSTA RICA 

Year Founded: 19.U
 

Type Institution: National Cormnercial Bank (Public)
 

Type of banking fumctions: Full service commercial bank
 

Miaj or Activity: Agricultural Loans
 

Assets as of 9/30/66: "7 million
 

Imiount of own Residential Real Estate Portfol.ios: $11 million
 

Amount of CADEI: Real Estate Portfolio: ,;848,i.00
 

Amount invested in Residential Real Estate per year: $1.1 million approx.
 

Terms of Loans: 6% - 8% - 10 to 20 years
 

Other Changes: None
 

Amount of savings in force 9/30/66: $11.28 million
 

Interest paid for savings: 4% quarterly
 

Rate of accumulation of new savings per year: $221,000
 

Tax free features:
 

a. on savings - tax free
 
b. on loans - tax free
 

This bank has branches, agencies, and rural offices throughout the country.
 

http:848,i.00
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C0.TA MICA-

BANCO CREDITO AGRICOLA DE CARTAGO 

Ycar ,ounded: 1918 

Type InstAtuti.n: Nationalized CorLrercial Bank (Public) 

Types of' ]hnking Functions: Full service commercial bank 

Major Activity: Agricultural Loans 

Assets as of 9/30/65: ?9.4 million 

Amount of own Iesidontial Real Estate Portfolio: 9/30/65 - o9.4 million 
Anount of o'.,n Residential Real Estate Portfolio: 9/30/65 - $1.15 million 

Amount of CABEI Real Eotate Portfolio: None 

Terias of loans: 7% - 10 years 

Other Charges: 1% Service Fee 

Amount of savings in force: 9/30/65 --$1,)000 

Interest paid on savings: 8% quarterly
 

Rate of accumulation of new savings per year: $18,000 approx.
 

Tax-free features:
 

a. On savings: tax fr~e
 

b. On R.E. Loans: tax free
 

By the time this bank was approved by CABEI, all CADEI funds had been
 

cowmnitted.
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COSTA_ l CA -

13ANCO)11ANGLO COSTARTIC SE 

Year ],'oundcd: 1963 

Type Institution: National Commrcial Dank (Public)' 

Types of DLanling Functions: Full Service Commercial Bank 

Major Activity: Agricultural Loans
 

Assets as of Junle 30, 1966: ?-5,255,00 

Amount of own Residential Real Estate Portfolios: 6/30-65 - $793,000 

Amount of CABEI Real Estate Portfolios: ---

Terms of Loans: 6% to 81, 10 to 20 years 

Other Charges: 1% Service Fce 

Amount of Savings in force 6/30/65: 0.1,989,000 

Interest paid for savings: 4% quarterly
 

Rate of accumulation of new savings for year: $19,000
 

Taxi-free features: Savings accounts are tax free
 

This bank has not participated in the CABEI home loan program due to lack
 

of funds on part of CADBI.
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F1, SAINADDR 

F1hANCIEPA 1,/CONAI, DE IA VIVIERDA (FNV) 

Year Founded: 1.963 

Type In stitution: 	 Autenonous Governmcnt Housing Finance Agency for 
Savings and Loan Association 

Types of B:.nhing 	Functions: Similar to Federal Hcine Loan Bank operations in U.S. 

1ajor Activ.i.ty: 	 To landJ suu!xrt to and supervise activities of savings and 
loan associations. 

Assets as of 9/30/66: ,,3,i63,000 

Amotuit of Real Estate Portfolio: None 

The F.N .V. is authorized to m..he deposits in, make loans to and buy mortgages 
from savings and loan associations. The F.N.Vo is also authorized to issue 
naLionA. housing bonds with prior approval of the Congress, In adcjition, 
the F.I..V. has the responsibility of supervision of the savings ana loan 
a ssoceia -ions. 

At present there .re three savings and loin associations operating under tho 
suparvisiLon of the F.N .V. These associations will be the institutions 
wor]ing with CAI i through the ]inanciera, once the system here is in a 
position to utilize the CAD fundo, At prcsent there are funds available 
to the savings and loan associations from the Financiera, and funds having 
come from a grant from the Government of El Salvador of 2.5 million and an 
A.I.D. loan of , 	 million. Until these funds are utilized by the Financiera,
 
there will be no 	 attempt to utili2 the services of CABEIo 

http:Activ.i.ty
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BANCO 11lPOTECAJO DE EL SALVADOR 

Year Founded: 1934 

Type Inst.Lution: Nlixed Public and Private Commer,-ial and Mortgage Bank 

Type Banking Functions: Full service c..uinercial bank 

Mnjor Activity: Africultural Loans 

Asset, as of June 30, 1966: 3i. 656, 0 

Amount of owin Residential Real Estate Portfolio: $3,627,300 

Amount of CADEI Real Estate Portfolio: 4.1,076,000 

Terms of Loans: 

a. With own funds: 9% - 12 yeacrs 
b. With CABEI funds: 8% -. 20 years 

Other Changes: .%Service fee ­ all loans 

Iurount of Savings in forc, 9/30/66: p7)279 )400 

Interest paid for savings: 
 4% on daily basis semi-annually
 

Taxi-free features: 

. On savings accounts - tax free 
b. On mortgage bonds -'tax free 
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COMERCIAJ ASECGU. D0RA SUIZO--I4,ERICANA, S .A. 

Year Founded: 1946
 

Type Inisti tution: Privato Capital Stock Insurance Company 

Major Activity: Goncra]. Insi-ance including life 

Assets: 

Am.ount of own Re,-idential Real. Estate Portfolio: 

Amount of CABI Real Es;tate Portfolio: None 

Terms of loans: 8% - 20 years
 

Other Changcs: 1% service fcc plus 1% FHA fee 

This co,;pany has not participated in the CABEI program due to a lack of 

funds on the part of CABEI. 



DPAIMNT OF STATE 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

Washington, D.C. 20523
 

UNCLASSIFIED 

AID-DLC/P-857 
August 11, 1969 
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Housing Guaranty Paper. 

The recorm.endations for authorization of a guaranty ofnot to exceed $10,000,000 securing against losses of not to exceed 
one hundred percentur (100%) of loan investment(s) by an eligibleU.S. Investor or Investors acceptable to A.I.D. for the long-term
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AID-LC/P-857 
DEPARTMENT OF STATE Attachment 10 

*AGENCY FOR INTERNATIONAL DEVELOPMENT Page 1 of 4 
WASHINGTON, D.C. 20523 

Dr. Enrique Orez Colindres
 

President, Central American
 
Bank for Economic integration
 

Tegucigalpa, D.C.,, Honduras, C.A.
 

z :Dear Dr. Crt 

We are pleased to inform you that on the basis of your application 
dated September 12, 1966, as revised and amended March 28, 1969, and
 
the discussions between our respective representatives, The Agency
 

for International Development (A.I.D.) has authorized the issuance,
 

within not to exceed one (1) year from this date of a guaranty protect­

ing against ]oz. of one hundred percentum (10op) of a loan investment
 

of not to excee, ten million dollars ($1C,000,000) by eligible United
 

States investor;s (Investors) to the Central American Bank f6r Economic
 

Integration (CABEI) for the long-term financing of housing in Central
 

America.
 

The contract documents ill more fully describe the purpose and method
 

of utilization of the guaranty.
 

The authorized guaranty shall be subject to the following terms and
 

conditions:
 

1. The guaranty of the loan shall extend for a period of up to
 

twenty-five (25) -,ears from the date of the respective disbursements
 

of the loan.
 

2. The rate of interest payable to the Investors, with respect
 

to the loan, shall not exceed the allowable rate of interest prescribed
 

by the A.I.D. Administrator.
 

3. CABE! shall provide its full faith and credit guaranty of
 

dollar repayment of the loan.
 

4. The fee of A.I.D. shall be payable monthly in dollars and shall
 

be one-half of one percent (-%) per annum of the outstanding guarantied
 

amount of the loan.
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5° There shall be submitted, within sixty (60) days hereof, 
-evidence satisfactory to A.I.D. of a firm commitment for the long­
term mortgage financing from an Investor or Investors acceptable
 
to A.I.D.
 

d~s 6. There shall be submitted, within one hundred twenty (120) 

days hereof, a draft contract of guaranty and related documents.
 

7. CABEI shall utilize the proceeds of the guarantied loan in­
vestment only to purchase participation in eligible mortgages except

as A.I.D. may otherwir'se agree. The percentage of participation shall 
be no more than 65% unless otherwise approved by A.I.D. Eligible
 
mortgages are defined as:
 

a. Mortgages which are placed on dwelling units the

construction of which was completed subsequent to the date of the

Contract of Guaranty; and which was commenced and performed in accor­
dance with the technical standards of CABEI.
 

b. Mortgages which are placed on dwelling units having a

sales price, including land, not exceeding $6,500.
 

- c. Mortgages which have terms of not less than twelve
 
years nor more than 20 years.
 

d. Mortgages which do not exceed 90% of the sales price of
 
the housing including developed land.
 

All participations in mortgages so purchased by CABEI shall be with
 
recourse against the selling institution, and the selling institu­
tion shall obligate itself to replace mortgages which are delinquent

beyond the standard established by CABEI and approved by A.I.D.
 
and shall agree to provide mortgage servicing in all cases.
 

8. 
The funds disbursed by CABEI for the purchase of participa­
tion in eligible mortgages shall be in local currency in the various
countries, which CABET borrows from the respective Central Bank 
while simultaneously lending dollars to the 'Central Bank; all in
 
accordance with the agreements between 
 CABEI and the Central Banks. 

9. CABEI will purchase participations in eligible mortgages 
only from the eligible institutions agreed to by A.I.D. and CABEI.
 

10. While allocation of funds to each raember nation in CABEI 
will be based solely on demonstrabed need, demand, and capacity to
invest, CABEI may, with the approval of A.I.D., reserve a specified
amount of the invostrent guaranty, for a period of not to exceed 12
months from the date of the gaaranty contract, for utilization by any member' 
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nation(s) not immediately able to demonstrate capacity to properly
utilize the investment. 
In such case, CABEI shall specify the steps
which must be taken by the member nation in order to'provide such
.demonstrated capacity, e.g., 
the enactmentandimplementation of

.legislation creating a savings and loan system.
 

11. CABEI shall, prior to execution of the Contract of Guaranty
VYy A.I.D.;, have established an Advisory Commttee.in accordance with
-Scction 2.3 of the Home Loan Department Norms and Operating Plan such
Advisory.Conmittee to be required to meet regularly for the purpose
of advising, through the Board of Directors, the management of the
-CADEi Home Loan Department on lending policy".
 
12. CABEI shall agree to utiliz6, to the maximum extent practi­

"cable, its other financial and administrative resources to further:
 

a. 
i - "
reduction of the cost'o' landdeV~lopment


ofbuilding matei'ialsj
 

c. 
improvement of organization and methods in the home
 
:construction industry;
 

d. 
lending to home builders for modern.construction equipment.
 
" 
13. CABEI shall agree to retain lon'g-term technical assistance by


a recognized expert in the field of mortgage banking with special
reference to secondary mortgage financing. 
The-cost of.such assistance
.shall not be borne by A.I.D. 
The duration of such technical assistance
should be not less than one year.
 

_:14.. CABEI snall agree to prepare a mortgage bond issue in the face
 
-amount of $10 million within twelve (12) months of the date of the
Contract of Guaranty, and shall, 
to the satisfaction of A.I.D. under­" ake the issuance of such mortgage bonds in increments to be agreed
upon between CABEI and A.I.D. over a specified period of tinewith
which it will supplement the proceeds of the guarantied loan investment
-and provide a reserve for liquidity designed to induce lending for

.home mortgages by local institutions.
 

15. CABEI shall attempt to borrow from private sources outside
Central America (without an A.I.D. guaranty) an amount of at least
$1 million, utilizing as collateral a.block of mortgages, mortgage
:participations, and/or pledges of collateral security, which CABEI
 
now holds in connection with its sub-loans from A.I.D. loan 596-L-003.'
This offering should be in general conformity with recommendation
 
number three of the Glikbarg report.
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16. No concentration of more than 20% of the sub-lending by CABEI
 
shall be made to any single eligible institution without the express
 
prior approval of A.I.D.
 

17. The guaranty shall be subject to such other terms and conditions
 
s A.I.D. may deem necessary.
 

Should you have any questions concerning this letter, the guaranty, or
 
the program, please feel free to contact this office or the A.I.D.
 
Regional Office for Central America and Panama, in Guatemala City,
 
Guatemala.
 

Sincerely yours,
 

Stanley Baruch 
.Director
 

Housing and Urban Development
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GUATEMALA EXHIBIT "K" 

13ANCO DE OCCIDENTE,S.A. 

Year Founied: 1931 

'Tpa Institution: Private Commercial Bank 

Type Banling Fiuctions;: Full Service Commercial Bank 

Major Activity: Agriculttu'al Loans 

Assets as of 31 August 1966: $22,638,000
 

Amount of Rcsidential Real Estate Portfolio:
 

Amount of CABEI Real Estate Portfolio at 9/30/66: 17,700
 

Terms of Loans:
 

a. With own funds: 8% - 15 years 
b. With CABEI funds: 8% - 20 years 

Other Changes: 1% Service Fee plus 1% FIIA Charge 

Amount of Savings: 8/31/66 - $7,164,000 

Interest paid for Savings: 6% semi-annually, June 30 and December 31 

Rate of accumulation of new savings per year: $1.3 million approx. 

Tax-free features: 

a. Savings Accounts - tax free
 

The principal objective of the Bank are to give impulse to and to foment
 

production in the western part of the country. Very little has been done by
 

the Bank in the matter of real estate lending for housing.
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GUATMALA - EXHIBIT "K" 

BANCO GRANAI-TOMf'SON DE AJ-IORRO Y PRESTAMO PARA VIVIENDA, S.A. 

Year Founded: ].962 

Type Institution: Private, Capita. Stock Commercial Bank
 

Typo 
 of Bank:ing Fuctions: Full service commercial bank 

Major Activity: Real Estate ortgage Loans 

A1soets as of September 30, 1966: $1:,]0.1 million 

Ariount of own Residontial Real Estate Portfolio: $5.8 million 

Amount of CADEI Real Estate Portfolio: 657, 500 

Terms of Loans: 

a. With o.rn funds: 8% - 15 years 
b. With CABEI own funds: 8% - 15 years 

Other changes: 

a. With own funds:* 1-P Service fee plus I%FIA fee 
b. With CA E funds: 1% Service fee plus 1% FHA fee 

Amount of savings as of 9/30/66: $8 million - 2/4,000 accounts 

Interest paid for savings: lottery,6% without 4% with lottery 

Rate of Accujmulation of new savings per year: $2 million approx. 

tax-f'ce features: Savings accounts are tax free. 

The Pqnk has converted on November 1, from a bank devoted exclusively to
residential real estate to alending full-scale coriunercial bank. The con­version, it is reported, will not affect the mortgage lemding, operations whichinvolve the investment of approximately $,500,000 per month for real estate
loans. The cormercial bank functions will be simply an additional service
 
offered to the public. 
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HA TTAT,A 	 11EXHIBIT 11K

BAV--CO CREDT TO H:[POTECARIO NACIONAL DE GUATVI4ALA 

Year Founded: 1929 

Type Institution: Government Autonomous Bank 

Type of Janking Functions: Full Service Commercial Bank 

Major Activity: gwricultural Loans 

Ass-ots as of September 30, 1.966: e.60,975,000 

Amount of own Re.idcntial Real Estate Portfolio: $?9 million 

Amount of CADEI Real Estate Portfolio: $437,000 

Terms of Loans: 

a. 	 With own funds: 8% - 10 years (:i.Ay go to 25 years but ties 
mortgage loan maturities to mortgage bon,- maturities of 10 
years). 

b. 	With CADEI funds: 8% - 20 years 

Other Changes: No service fee, 1% FHA Insurance Fee
 

Amount of Savings in force at 9/30/66: S13.9 million
 

Interest paid for savings: 6% - semi-annually, June 30 and December 31.
 

Rate of accuulation of new savings per year: $?25 million approx.
 

Tax-free features: Savings accounts and mortgage bonds are tax free. 

Although this is a public bank, capitalized by the government, it maintains
 
its autonomy and changes in political parties do not result in changes in
 
its personnel. The bank has authority to contract loans in foreign countries.
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GUA'I EI.M 4IA EXHIBIT "K" 

CO1,PANIIA D' SEGUROS CRUZ AZULS.A. 

Year Founded: 1931
 

Type Institution: Private Insurance Company 

.lijor Activity: Life Insurance 

Assets as of 6/30/66: 2,.77,336 
Amount of own Residential Real Estate Portfolio: $1,472,000 

Amount of CA3EI Real Estate Portfolio: $195,400 

Terms of Loans: 

a. With own funds: 8% - 5 to 20 years, average 10 years 
b. With CABEI funds: 8% - 20 years
 

Other Changes: 

a. Own funds: 2% Service Fee plus 1% FHA fee 
b. With CABEI funds: 1% Service 'Fee plus 1% FHA fee 

Although the Company has not made many real estate loans in the past,
 
the policy is to invest more heavily in home mortgages in the future.
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flON IN)UAS EXHIBIT "K" 

CO,.,,ANIA DS SEGUR.OS INTER ,%ARICANA, S .A. 

Year Foundcd: 1957
 

Type Ins titut~on: Privatel.y owned Insurance Co.
 

ajor Activity: Automobile Insurance 

Asscts as of 9/30/66: "'1,83O,000
 

Amount of ow.rn Residential Real Estate Portfolio: $675,000 

Arioulit of CABEi ReaJ. Estate Portfolio: none 

Terips of Loans: 8% - under 10 years; 9% over 10 years - 10 to 20 years 
loans
 

0t-her Changes: 1% Service Fee 

This company has as its principal objective the sale of life insurance, 
but up to now the main insurance portfolio is made up of automobile 
-insurance policies.
 

http:SEGUR.OS
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i.!O.,}A(;U-, EYIBIT "K" 

INSTITUTO ,:CiASUB,',;SE DE LA VIVIDENDA 

Yr Fouucd: 1959 

iyp of Inst.itution: Puic Housing Institute 

zH'jo:" Activity: Low,cost hc us;ing - construction and finance 

"*snts no of 9/30/,: U;6,255,003 

Am.ul of o. ' statc Portfolio exclusive of CABEI: $4.7 million 

KwunL of CAMKi 0 Eotwo Portfolio: $1,314,000 

''crms of Loans: 

a. With o':: ".s: .,, 5,, an Q. - 10 to 20 years 
b. W V&. r:2:§ up to 25 years 
c. G ..N,' fundis-: ; up to 25 Years 

Other cnjos: N.o:e 

Amount of Ssv.z i fo:'cce: NA/3]/6 - 10'0" ,500 

intres:t paidU for sai2.; s: 5%so-an~ 

Hato of acounc tnIc 0avino year::t of Low per 1i00,000 approx. 

.h.UK 1'e k:: c.> Q a. ats and th a.mount of the Real Estate 
p: s = up lnr_dnu] houooa uider construction and houses
 
co:)lcte but on which have not been siguned in the amount of
,rtgLaues

approxi:ma'tely 1S. milin
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.,..; -!L .:.- n s or other ins' .tut ons- for.::c.nc. savin!' r 

b. C_9:2.t : -:: 

,
... .. .4!.,:. - ;" to g payable quarterly redeemable on demand at 
v' Eni g:iarC tIX free. 

h. 3? ;,.v .: : 

Go..: - 6.1-4 - 5 to 10 years, payable semi-annually redeemable 

Cd )i. . ucs mort age bonds at 6% and 7" - 5 to 10 years, 
S,,r,,t p:.,'ble scmi-annually rcdcrmable at par on dates due. Earnings 

c". C'' 4c ::]; 

Gcera:m , - 5 , - 10 years payable quarterly redeemable on demand 
tit p r ]',thIninss are tax free. 

.....3 i1:n- ,, ]0 yeers, payable quarterly redeemable on demand 
tit V/:2r -'; :.,;, arc tap: frc 

(Mos:; t. bhc .: h; vc li c, bourkt by the banks:, which receive 4% instead of 
th1e 6, wl:l:cl, J p,., to thec ]ublic.) 

id,f ;,2 ."u'&: ;'::;:e'irma dc Energia Elcctrica (ENEE), the 
Co'c. u.:o:. 'cx,.;:: ear:. on a 10-year basis redeemableCo:.paay, 7% quartorly 
on rr,,:ir d i:lp -r "" -I.- .., r e. f 

Go\'era:rmt aonds - 81 redecmable at par on demand. Mortgage bonds 
issuce, by B11V carn 7% interest redeemable at par on demand. Earnings 
are tax frece. 
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> VvoRAN iJU,. 	 EXHIBIT "L" 

TO :Mr Iol)et T. Murphy, LA/C]) 

non, LA/ID/SCDDHarold: Icio'ri 

SU13ICT: 	 SCCd C.:":L L7on of 06,0O00,000 to Financiera Nacional 
dc a Viviedaw. 

I have vz',.'.,cd TO/OD L-526, the request for Intensive Review, 
and the draf't loa n, pcr bnd have the following conments: 

. Te two ,;:ja :i.ssues arc a) sige of loan and b) necessity or 

desirubility. of a loan in view of the CA3I housing lon 

2. ':i( 	 2c1I,:: t for T.tcnsivc 1.vicw and Loan Paper are well done 
and , K ',rona :c.of a "sccd" capital. loan of $6,,000,000. The market 

naud con forms to tt on whnich thc GAII lousing Loan was based. While 

it i s not pot:.l'o to relate cl:'a,.y nned to income (this is the same all 
over :In An.rih;.ca), certain ji:stl.fabic' assumptions can be made. 

3. VIf jq.n;wsr.! 2'Ji0r a quo.,ut:,.n vs to CADEI, its necessity
 
or dc:al]r' i nI ow: of the CA!i loan, CAhI2's funds could be used
 
for t( r=:: tcro'L~lvrar: However, (a) there has
j...... coirntmunt% 
Via%: a (::. .t of' ,oa " d" = a, funds to El Salvador, (b) additional.L 

fun; could j onV in c.::,nt ) .adn available CABEIsu. th $1,OO0,000 to 

of w:d'h nn , ,:"c t..2,(,c could available to
t,00 realistically bc 

15 S'elv"rhU:"c'(,:" , Jl.on asociatios and other institutions, and
 
(c/ a,Do,: Won w u.id n coopration and participation
. 'i,; u-e the 

in 1,(1 C .Im I1C,'i !, ,o i . VIG',
 

inkras..... on L..U.Jgc, will e , (o:.i.(the inter-est 

rak ct, t, .,. c A:.:. li; the GANlKi Joan) with a maximu, ma urty of 
25 yyr'a (thu.C.~C . co;;.pi te.: a 20 year -gxi;kum so that to qualify 
for ACN.:alsncu such mo'Lgags would, in fact, have to conform). It 
is also ct.-:]a th t if mo'tgar:qes are sold by the associations to 
1'inanc:lca, UM UC 25roC;tios receive a 1% service charge, comparable 
to thnt Ou' cnted in the CABE! loan ]alCr. 

4,. TOch. ical assistance is essential to the successful implo­

menctation 	of ti loan and of the El Salvador system. Financiera has now 
indicated 	that it intcnds to request the Mission for such assistance
 
This should be responded to favorably as soon as possible, A Spanish
 
speaking savings and loan consultant can be available almost immediately
 
on a contract basis.
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EkiIIJIT "L" 
Mr. Rlohcrt T. u' y ,'.C -2­

'11)0iO0~L0acC:2,K," ~:u,i~tz nc].uding coi,,pcnration for such ao, 
coztr, act 11; t. .; . . io'cvr, it would bo p-referabIc to use. 
grin t fundz bccau.,; I) t .1.:il1 be lostL and availability of the consultant 
must bo anzui'cdL'., 2) Ffinincoriea will find it difficult to justify the 
coi:pcrsa io' neccdcd if ine..ud in the loan. 
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CIi1tIl 1.EXIIIiT "L" 

1":.:: GUA~~'J!AI.A CONTROL: 19833 
RED'D : June 20, 1964


No iGATO 694, June 20. (Section ono of two) 11:58 AM
 

1~C i k.J '. IIi, , 

UL.J: SALVACK;:'.31J ::OU ?I LCIEI5A LOAN 

C ( .: '),;; i ' ' ; J =:: }:, ] 17 VI', " '] l ] 3 ] ; , O ,. { AND US AI.D 
1., ;/.-,, 2D ]iOJ ECT ALONG FOLLOWING LIiES 

I .N.. A 0:oGI E,: L:D...... : ,: D]2POSITSK%:F[Hij,<Y SAV.INGS-,? L'0 110; AS30_C ;ION.S2 CHIARTERI AN:D 
; Kt!, 101. U'1'UC'JS AD K.,.v; SEED CAPITAL LOANS
 

10 TA. .'
:'.A, '12 LO 'S CuLA.) it3 USE) SAVINCS AND LOANS 
1TiOWi CO ''4i j' 10:0 C*[!, D' ] ARY- MO]RJ'GA0.
3",i,,' .'11C.I& Sf. T M..; ',- V:' L ,l .OLO N.. P'UFIJS 

. -.. :"./ '2_..1 -. p. . '. :. :, .. . J C. *V -~ . r I J J, f ' t].I n--, -'A-,

].;2'2;}.'' ' l"l:." I"[L :,j".NG] ERA';iO;!' J ;t i] (X SJODL] DETER'II'E 
D 1]0] ! .'l I ],OJ, Yl"-20 )1 ;S . ) FU1,:DS 'AiillNPiEQUIREiD 

A W i,'ThC K '2.'1'.'l :;INIG, AID lc,' EN .ISW PiRM.IT 7'EJEIR 
UK 1% ;:&iDAAY.. BY' TH AT TKE. CAIDT3I OPERATIONS 

r;.. 1 ;'l;, ., TN.1 '.G .,ASSE2'S''T DAiAND TillS TYPE 
'.I ;.: 3 S I; ]TSEK TO 'AKE, I"BOPC R FIELS AND 

WE C.G.]0) I ]iI.' S.LV DJO3{ AND ELSEKI ERFL 

}}_.'"].(1,'", ISI PH~: ]'0221 T!f''Y -ACTT INTFR­4/:,0 AQ'', VilNC2>h;b:,) 3C.7! AYi SINANCONGR NC AScTNACCI
 
l','~i::;d.:~i'%-}'8-= ~ j, :i~i~ g ; 8Zs .NAI- NG,:
-~ I :',;;,, 
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* '\ .'"r ~ ~ " ri".": .. ." t! :"~ .i 7 ' F ..... 
*. Lit .L. i .~ UI U1~ 	 FACMHIDIAN AVr.NUC OVFICL: 

*.S $AVINO¢'U AND LOAN Al.0OCIATION OF MIAMI O1CACH - , 
JACK 0. GONDON 	 AfIIUkI H. COURSHON ilLZ/ 

Chjdtnan of t Dtoard ', r 

January 25, 1967
 

To: vr. flarold Robinson - AID Washington. 

Fro:n: 	 Mr. Jack D. Gordon - Washington Federal Savings 

g Loan As -ociation of Miami Beach. 

MAF'7 	 >TF, RA:,,'DU:_ ON TECINTCAI, ASSISTANCE Er.QUIRE:.TS IN 

CONECTION W'I'i CENTRAL A:iEKICAN O<E FINANCING_ LOAN AND/OR 

GUARANT7TE PROGRAI'S 

1. Ther- has to be a consider able amount of tcchnical assis-
Bank if thpreent loan is 

the Cental Amcricantance to 
to be inopre effective and j.f any future loan is to be use­
ful. 

Some cf t'n. thin,s that need to be: done arc the following: 

I. 	 A mectirtg of a2.l the e).igible lnders that would include 
not only those wio.have ben declared eligible under this 
patic:uI- r Io)n, but th-e few instituti ons which are really 
e]ip" )]e but haven't been declared eligible by the Bank 
becour;e t'v,- do not wat to be bothered for money they 
do riot ltavo. The reprrsentative of these lenders at t'he 
wee t i y., shou2d be the highest ranking officia. of the 
inst I Itut:; on. 

]'h aenda for the meeting should include a review of the 
ori<.ina] loan arid the reasons for the particular rules. 

I. 	 An attempt should be made, which I am sure will not bI)e 
very difficult, to :el: the participants to express their 
criti.cisms of the oroeration of the program and suggest 
SOmtie imrov'mnnts. 

2. 	 While there is con.-,iderabl,e possibi].it ,that these sug­
ic('5 i (I w5i.. hO, in the direction of easin, the 16an 
terri, 	 iI: scemn to me that we have to come to grips with 

S0:.I.. 2 

http:possibi].it
http:Er.QUIRE:.TS
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IGAVIt G. AtND LO.AN4 A5'-OCI/,TiOtJ OF 1,1IAI.11 L'ACH 

- 2 -

To: Mr. Warold Robinson
1-2 5- 1 9 fl'7 

the problem of hav.-nr the borrowers understand the
-rat.ional.e of the 
lons end the aims of the Central
 
American Comon Mirkc'et.
 

3. A tb.id, topic should be 
the cost of housing, how it
can b rduced d Lhe role that the lendcr has 
to
 
p],ay i,,nbn aout morc
i , economical home construetion. Thin 
kind of di.cussion would have to 
includE
tihe 
lender's atliluidc toward financing experimental
ho.usin, the reductionI of lot costs and the support
of efforts. to stanr diz. e housing components.
 

.i -C ; ' "-...t,. chi.qucs and
uth problem.s of financing

in Viduv ou, 
 .o
(1: 1 on I'.n alre,ady owned by individuals.T'is. i to l,,ok aL' 'ys of makQn use of previously 
cre 
 d equity in, land w'hich
genera]ly can be converted to housin­1W 1', rt<.,,ges oF lower percentage of value
than tbu a\'crae in he cur cnt program.
 

2. 'Th prr, oF ',, orfcrenccs hou]d have a major portion lof
time dv .,d to a :c''ussion of techniques for acquiring 
:
morn nvir, from indiivdua,ls, group s , Corporatioris 
 agcf­cies and ov 'typs o o 1-i zations in the variouscou"r. tL should 
to noted, however , that the savingsgoneaut arc 
not on-ly in Thu form of new savings accounts
or adi t iion,o x Vin.s; .to accounts, but also by
nmo Liati 
 or1 repayment s on 
the 

the houses financed since thismoney c.oeo re pre ,ent;avings of the homebuyer and canused for re-].endirn; pur)oses. 
be 

If the MO.. is felt to be a useful one, it might be agood idea to 
make it a quarterly affair with a program that
always includes practical wonkshop sessions along with areporting session so that it is possible to assess the
progress of each of the 
institutions. 
These mcetings
would require the atterdance of various persons in 
a po­sition 
to provide necessary technical assistance.'
 

•../ .o3
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GAVINGc AND LOAN Al.OCIATIOIJ 01 lAG11 ELL"ACII 

To: Mr. ilarold Roinson 
1-25-67 

3. 	 A second form of technical assistance would be to call 
toc thar the proper educational agencies concerned with 
vobational education and the AID persons also involved 
and have ther met with the housing people - and see 
whether there Js any value in creating some vocational 
tirinin, projc-ts to train workers in the building trades 
or 	 in t n factoriacs that provide building materials. Thej 

education )cople siould also exari.ne the possibility of 
some courses in sn;all busi es s management which cou.d be 
most helpful to the proprietors of the subcontracting 
firms who are vcry possibly in need of some further train­
in& in this field. 

This should i. nclude soe atterputs Lo provide courses or 
prohrammod courses in subjacts such as hookkeeping, so 
that cost Lnfl yses can be made and also courses in blue­
print read:n. and juan, ity est i mating to help the people 
currently in -uqn';sw to function more economically. 

4. The var.ous i:p]lvy officars and advisors to the Central 
American iLdu ']i I av lome,:nt banks should be brought
to0,A;'ath and ''n awre of the exist1ng as well as con­
temilatcd son?;:.;g px).Ta. I presume this should be done 
after the additional loan seems to be well on its way.
Tne purpose of this cetin2 would be to see what steps
could he taken to increase the effici ency of existing
industry making buil ing products. They could also see 
whether some industries in the region mI3ght not now be in 
a position to make now products currently imported and 
thus save foreign exchange. 

C/c D. Gorlon 
P.e sident 

JDG/gm 

http:exari.ne
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¢ L' 	. M11 II"OlA#4 AVEN~UE OFFICL; 

4 .. '£P,,.( ,c ".' O. 	 A - Z*r- UIR h . C O U R ' W:OH 
Cn,'mfnJin ct tie bor 

December 14, 1966
 

)epu'/ 1)i.rccLor for Plans and Programs
 
ou2.i.li- lal : U '~a1n Development Division
 
Burcau fovr iKa.
aln America 
Agen c y fop In tcrn.tional Development
Depnrvment of State
 

,' A n;to,, ]D.C. 20523
 

Re: 	Pre-feasibility Report
 
CABEI Regional, C.A.
 
CABEI, Tegucigalpa, D.C.
 
Honduras, C.A.
 

Dear Mr. Robinson: 

Enclosed are two copies of our Pre-feasibility. .. the
eport on 

above capLioncd Project.
 

If tho fca'qibi.ity of this application is considered, we sug­
gost thcat a letter similar to the following be sent to the
 
applIcant:
 

Dr. Custavo Cuerrero, President 
Ccntral American Eank fo,. 
Economic InTcf,.ration (CABEI)
Togucita.lpa, D).C.
 
Honduras (C.A.)
 

Dear Dr?. C;ucrrero: 

In revic,..in, your application classified as Categories No. 3 
(Local Participation) and N'o. 4 (Credit Institutions) under the 
ilousin; Investment Guaranty Program, we find the following 
cxcept ions: 

1. U.S. inve.sto': .,ecauso of the expense involved, We quentiof
Lioc: aviv.s,:a i.Fty of u:s:ing a broker for this particular, ir­

: ,.f.,.. 

' : !J..% 
'IiUn '. .,' 

i"c.1 . ;~"- . ,(.v n . 
izH h 'l.. 

, 
" 

',',,h* Pn J' 5,n,P-84 

1 

2 

4 tg hh 
Miamrni fl 

Nu 

6n Avonuv 
¢C.h,Fla. 

NWar Is.c 

113M.' 4on'0ynd, 
MIAml Dea.ch, 

phrc* -945-4675 

Drive COO . "-th f.tr tt 
FIA. North'MMIF.1 rch, Pia. 

Broward ct.,niyz Phono JA 4-4077 

http:ou2.i.li
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GAViNGL, AN LOAN JAf,;CAC,11C'N OF MIAMI 3 EACH 

Mr. Harold RobinsonPzi, c - 2 

December 111, 1966 

2. 	 Prg~i.n.a-n!c..e.Chrges: Application states that the 
primo inter(.t ,ate will be from 8% to 12%, depending 
on the market conditions 
additional chars es: 

and; thcre will be the' following 

C[:I: . ±1% 

AID's Guaranty Fee 1/2% 

Wc feel that 
as follows: 

a more reasonable financial charge would be 

U.S. Investor .6 1/2% 
CABE..,[ 1% 
AIDIs Guaranty Fee 1/2% 
Loc'al Financial Institution 1% - 2% 

TOTAL: 9% - 10% 

3. 	 Tvyical I]onthlPayonts: They are charged with service 
fee (Guatemala). In this type of application, there should 
be no service coare. 

4. C .oi.n,, Co,;ts: A,more detailed breakdown of the closing 
COsts -81O0" be. subli2ttC.(1II1(1 

5. Mar,et to bo Served: Considering the typical monthly pay-. 
ments on the t-hroe types-of houses, and follQwing the 25% 
ratio of monthly mortgage payment to monthly family income, 
we fee. that the family income should range from US$100 to 
US$260 (if servico fee is charged in Guatemala, the family 
incoie should range from US$120 to US$300). 

6. 	 .xhibit No. 3: A more detailed commitment for borrowing 
should be obtained from local institutions mentioned'therein, 
giving details of the lending criteria. Is -the above a 
restrictive list or can other institutions be added? 

... /..3
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MIAMI I..ACHLO$l A ,II C.IA'TIC I oNuIAVIIU'( ,t tj 

Mr. Harold Rob.inson 
Pap(. - 3 
Decemlber 1i, 1966 

and .idditHiola . or correctedWe will. pprecite your comments 

mentioned e:.cptions as soon as
inform;ation on thle above 
possible, so that we may corip).ete ou1 r study on this Projeoc. 

Yours very "truly, 

Hlarold Robin,:on 
Deputy Director foil Plans 
g Programs 
Housing and Urpban 
Development Division 

We trust the aforementioned will eet with your Iapp)K"al. 

Yourc-s" n f"ely 

Jack D. Go'hi6 
President 

FB/pm 
Enclosures. 
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r.AVIN'-;t; AN: LO!: ClA C m-t.miC' r,. flACH 

-
 . A ... 

C'n r .1.,1) GG 1:rojeC t: C DMI 
",,.:,i ;...2K:C,~~Y (! o. 4) Country:Recgional (C. A.) Norcc..Xn~stitut'LiO', 

'aim(1 :CAD. 
City: TegucigalpaD.C., ondurz,, CA 

... .. ..... not lv"w a0,. U.S. 7. 

v.';y:c z ' t CA~u,.:.. Co..:z3 viOL ]hLSVO ; coii.ri .eitr±. from. o tTo0 0 . :rvesto,-r 
..... ~ Lntcn:..n .. Chai;rter Developrnt Corp.,,..<.....t'o a:; for .ecausetheact L., 1/2a"; comission. of c-pense 

. ,.-. te adv5 ility of using a broker for this partiu.ar,_ 

1Bonk 'o.-v. Xnt ocvj%.atLion (C..ti3n) 

J.) Co , Condition 
b) ... , :... (L ie Px ,.. :. a- os oa

• .... ... ... ........ ,.,.. .,: five Ce ntral Ama.r:Lra, n
: . "........ :" . Yhe~in;.L:iCo :-c: -s :in Tc,.uc:Lq:alpa, 3.onoux~s5 
1a nd it[
 

: ':.::Ptn.ons co' ' - n cCo9 6 s:lt ao;i. $3:,0:9,ca:f 

2) r - .i , in.b :,.'"f 
' , ,'- .. ,.'-. .'h,of .... """'" , State ent of Con iti o','.: :Z June~' 30 , i1966, :Thv.w-, n t wo.,rn... of ..;,17 ,000,00
 

b) D:~c:.c:Sttcno L. h 3?cofi:C. and Loss Stateme~nt
 
.....r. yea:::" cncac Juno 30, c96o, shows p:,:'Li of,: $309,000 of which


," .', ... 0 o: c o-c: ... . homo f; : 
* 

'nig po:gr;.:; T£he net orof3".t ' fOr­

3,,. ' .... w ,000. :'.s ctu:Lte evidend that 
":: is o0c1katin, on projCaSJtabicofbl a s si 

c) ,.'x ec".on' .. X of '."l.t itu 5b 

OO.,.o.I 


v.: shows a 20 yem:
? .0 of th usa ).: thos z fcunds in adit'ion to the initial
 
,000,000 '.The be
a . }.ojc(2tio ;, :-,2-s to accurate and very detailed,

d) orking Capital. .xhibit 5b indicates that tho 
.,,'-r:..bu'ons of hc e.....,'-....o particidpati.ng mortgage banks and CABEx .... ro,:.. .",5% ',,., iO,000) o-f the total project investment. This 

soems to be ~aqunte for a two year period. 

-') P"epu te t~i 

.Exhib.t 7 .. vGs th,.2 history and ba,:..- ;ounid of the Dank.

in idd..i..on, favorable comtnents of the United Nations on 
the oporations
,f tho Housing Department of the Dank appear on page 6 of Exhibit Eb. 

http:particidpati.ng
http:ocvj%.at
http:partiu.ar
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s-', ',- t.u., or I..I U-A.-1 

................ ­.......... .......... _.. .. :.. ...
 

sria .......... it,.h0 th 're ;will be
,ov ,
the fOlW *O;'-J.:.';L z..':i ; :°U7, 

. , .. 0w; M ....Z' . r te (., ) used 9 on th.,
o: ':'. ' t':Y .s ). -., ,..' o ,t ]V -".'- ,.- ",$... ' i, dio. tc t 

r...,., ....... o - "
c~ o/,'. t~he :-"" 
'/' .,
/. . ,.;, '.." t I n- ot o 

{:,'.vr'...,.:.:,.:,..,: ,:; ,.:.-. ,,'x , ('.[.;b<-a c.:'p.t with tho sa eono 

;,:;'<: L-;: / ' &:.: .!t.. "C : 120 V'4,C\'. ";':?" ,'." ; ,?*'.o..(' ,q''""Cq2 ". " D O1 O 

" ...... ......
t '$ ~se . l n pr ce 30 $5000 

3./ec -ibtA '2, ~tS)":fic '.: : r~ :u 2 ",i~oi± 3. 

th. .5%.C':f,.It-11 r.;- nr: c. nth......e!a .ncopn2r. I ;fl?. ...... ' o ly .,: a 

'5C ) W ;h " :... "a'c ...... i or d t l 

to mUrl0 F; - -L/
,c I. ; .' ;.'.a n .]:- .L i.-,, 0 -AA "y' .;... C o, . S,... a,! i . C ns d -t.., 

2-'S ofthe ,aic "a;.'ID$:- ""wt" to)'" Aril WCO'
that Us w,.,...... .. ;,.oino'so.ld ' -03$100o d US$ .. (-s i ¢ ",ng 


.c Gutm,..... 
,.,.S$:,',.,0 thUSo;'',3o0';0).l ".:-o u n 

Ii vio i .is,. the f.a....mily ico me shouldA roredetfroe 
t o 

http:oino'so.ld
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c.~~sAND t.oA ! AS"~:*-AlC. 0 T M-AWM rB!ACH 

m: the :~':nvjo or .$i20 to G00 ]?'-sented by Ch2.\)32 is acceptced and th e 
j.c<jmioes a.1o w.!!.)J to ve into this type of house, we suggcst that 
the t-cm oS the r, rtrages bo rectucd substantially, We qucstiorn the 

:,-, y of f. whoszo ircom is $600 a month purchasing this
 
.'p' : .
of 'AOU:-

'nd61e t'k. itcm, the urp).icz-tion includes," as part of Exhibit;!<. fo'. 	 1 . 3,,---._. lcal institutCIO's e!'p's-

Sng their: willingness to borro-.7 

.'LA.. lending pu;oses.- The following is a sumi.:y:.,.rclas-, 

Ano unt 
Req .... Sel.in.j.Pr ic¢cG 
R,c, q 1'.'- t., li7T p i's"C. aS 

> :n'.o da 0eidc.._ $ 1,500,000 Not stated
 
Cia. de :ogt.os C.rux 2u'ul do Guatema.c a 500,000 6500
 

.
no G .i '-. ........ 	 3,500,000 5000 to
o S 8000 
Bo eo'"'- o' o j. 0( ,000'..... 	 4, less than 7000 

9,500,000 

IIp2J.00a 1Tc..o..i .ca .l Vivi-nda 	 Not Otatcd 

4,000,000
 

;clondue., S.Ao 1,000,000 Not Stated, 
El. Ahorro londu.recio, S.A. .1.000,000 Not stated 

2,000,000 

;N:csI6onal d4 Costa rica 	 6,000,000 Not stated 
.. :i~N.A 250,000 Not s'Cated
 

Banco Agricola 0e Catago 1,000,000 Not Stated
 
INVU )L,000OO000 Not stated
 

8, 250 , 000 

con5 

TOTAL 	 L3, 0 0 

http:Sel.in.j.Pr
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d;' }." J. U q 1:1Ot ,.;' D"E. 
'CAVI':b', G A t.:: A.,, A FlA'v-. M:Af I lEaAC 

-5... 

-.. i.t. .....tY .v.,"lCd cora:nitmc,nt 'or borrowing be
,:ta: n..ed f: th~o: aC oth.e.r p:cspective institutions. Since most do
 
, Cvchnc 


.Of 
criteria, it :is also important to obtain 
t.. Use otho funds requested in 

'oZ.st-r.ctiv list, or can other institutions be 

'P:0.by &ard 0"h~ >.ec.os of CA3x::c carries automatictt:(:.. e I /.c, a co..nt,.le S, according to CABEI 's 

......... 7c,.,,.: dif:['c rent guaxantios as follows­

')... .,. ,i:.;.. instlto .ion w"hic.h -.Fill originato the .. g r% -........ a jpa.._c1pa ..on to CPA tT-.'rr: ith
 
.... (. -, , :,. , .. ,,, a. and ." Salvador, thcre will be an
 

..... . .co.:. to.. the U 3. :fYrivestor a g0".............. it.erc .t in loans 
originatd by the loc;)c..
fi".:.:' ,n ,,I -n-ti u J.oGno
 

Thc U,... x'estc'r, t>.:.-fore, will have a 72% interest 
 in each
:..-:iua 1',;..:tc;ac, loan. arrang rent. T.Yhis appears to be adequate,
w:,t.. concerns to local eu ties, 

,vic .,:... , ., ., 

The exhibits aper to bo completa, with the exceptions mentionvad 

Cj'_~ ~'S p -Fir,7,,Sit " O.-, IS BASED O1 THE DATA AND XNF0,\TYO. 
.. U">3 .2I.[D XN TF2 APPLICATNON, EXM1B2"TS AzD ATTACHMENTS, 
3DCp 
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"F:DA 	 OVV 
 OFFICE0....
 
'i>G4A 	 G 'VING ANC' LOAN ASOAtL.,1'IN OF MIAMIV OLVA(i. 

d/'.:; J). I.-vr'lttirGOID: 	 re.. COU,.41OO 

Chaift'!'i of the 8.ac 

December 21, 1966 

Mr. Harold Robinson 
Dcaputy Director for' Plans and Projrains 
..o.u.ino and Url.)zin Davil.opment Division 

uLreau for Latin ?\merica 
Z'.cjicy for :nLernational Development 
Deportment of Si-ate 

sh i ngton, D.C. 20523 

Re: 	 Housing Investment 
Guaranty Program ­
Pre-2?easibility Report 
CABEI
 

Dear 	 Mr. Robinson: 

I a ret]yn, to your letter of Deceun)er 8 to Dr. Bernardo Bones 
since you p,:ovided me ,iLh a copy and, as you lnow, I was 
consul-iant to ROCA]P on the original loan to CA3EI. 

Our prr-.ccasph .3 ty :rmrt on the ajbove cantjonedci Project was
 
soe'I: to /O/u pr.i.or to ofCu.[,your letter.
o 


I wil] rc';aond to youtr iclttor usinr; the sart, numbers that 
id(entliy tho qoustions raised in your secon',d paraclraph znd 
cont'ninuing the nuul-,ri,. system for the items *.n the third 
oar,rauh: 

'].) The fea ib ilitto bui".din u) a potenti, 1 within CA]BEI
tnroX~!uh _t,rw_ cua;anty technic:uc,.. Annex i, Exhibit 5 of the 

El.ulicaLion shows the figures resulting from the use of the 
initial $10 million loan plus a new loan for $15 million. The 
comparison of this Annex I to Annex 11, Exhibit 5, indicates 
the potential profit created by granting this guaranty loan to 
CADEI. CABEI will have an additional net profit of $123,000 
for the year 1986.
 

.1,I .,a 

MI ml'Vex.:.No
 
-% 

FI. l4: 0
mIml t., , N' Toalnt Fi&.0 Mam S76 O 5Ch, &. C ortt. .r l o e Ch, r. . 

II'' : .,n ;.,+,.'' ;o .Ev:,r =~ h h . 9 :-6 . r-.,,,,(,t..t,. n . ^4 ))li.t'a. 
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.. J..'1, J .. .
 

£CAVIIG;; AN'D LOAt of.!.GOCIATION OF MIAMI UCACH 

Mr. Harold Robinson 
Pagce 2 
Decceiacr 21,. 1966 

heae:%cLc) upon |ftonthly char es to the ho12 11 rchaser.
 
T)he fec upon monthly charges to the home purchaser will be
 
determined by the Al fee.
 

'ho charc:s *o:c fees, as proposed in this application, are 
as follows. 

AO gjuaranty fee 1/2%' 

Total 1-1/2% 

If a cuaranty loan is gr anted directly to any financial
.insLitution in a mrnmber country with a variot:Lon in the AID

fee, the monthly charges to the home purchiaseC. will vary

accordinjly.
 

In order to discovcr how the monthly pament's will be
affected iff t.is same loan is cjrani:ed outside the Guaranty
Program, it is essenLial to have knowledge of the interest on 
the lOanl. 

3 ) j. 1 -SD'e.7c:cs. S stated in our 
]p,-e--z:eas$:Lb:L:ty .reot, we feel that th]e so:,ead to the local

lenclinc institutJ.ons should rance from 1'" to 2%.
 

4) to aov S C L systcm wher it exist"; or
(43 Ther!; :,:ce

ne:1-ro. On Z .s the stated po)licy of strong support to the Central
Armerican c:ommnon mr,-t and to its banking luchanism, which has 

is being p "o] ed. tw;o policy considerations involved 

heon re.i.ra,:.ed by the President on a numb-er of occasions. 
St.crmo~e , the.re is a long standing commitment in the

Declzaration oC San Jose, signed by President I,.nnedy and the
Presidents of the Central Amn rican countries, which requires
the United Statrs to support the Housing Department of the 
Central Amrican Bank. 

At the same time, we have a policy of supporting the
creation of thrift intitutions for the purpose of financing
homes in all Latin American countries. It would seem to us
that this assistance could be granted to CADEI without 

http:re.i.ra,:.ed
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..]I J, .w. it.ta),1,-. 
GA"ING5 Aunt) LOAN A&SOCIAM"ION OFa h1AMI DUACH 

Mr. Harold Pobinson
 
Pac 4
 
Decembr 21, 1.966
 

) .. ..c-..u.on o., ... ho usanqinstjit2ts as distingluished 

::m-)- ouhJ Ac".sY!' Th_N[_n .tJ- ton . is 0tour opinion that given-he existence of institutions in Central America it is notfeasible to e::cludc puj)lic institutions. However, it wouldsaca reazona]ble to requ.re the develop,,n t of indepen'den t Savings
SLoan con'bility with in those institutions in order to createi th.t arcvle to participate in the program. This,of course, should not thep.cclucu creat:ion of new initit -ions
within thona co u.ntries Sathn laws chanje. One of the best
illusntations 
of thi. t,,,K. of institutions is the Savings andloan DopC: ofp.-o:,,ent the hasten Nigurian iousing Corporation.
Xt has alwy. been our opinion that life insurance companies
havo no place in this progr m- since they could make use oftho..: resourcas to make hurae loans if they chose and the onlyreso- Lhat they w;ou.d J:,bo:ow this money s to sell more life.nsurance, which is":' ting the ca:,L before the horse' 

Tp. \l. re . :c o; theWe -cqu:i.rnq a 20% part.ciQtion in the
.i't.ing loan by t:] c. origina:..ti ].ender is that this will.
roprenent sv&n acq{uired by thu institution. In other words,
in orer to p ic.pato in the CAh procrams, savings have to
he twiulatcd. No o Lhcr program built in this requirement,

'.. is whSy su.chi a small amount of free savin.9s has been
acqu:;.?c-d in Iwny Sovj.ng.C; and Loan Associations in Latin America.W'e fecl vc:,cy st.,'ongly that local effort should be tied to loansor uaran:.oe auad it scoms to us that participation requirementis the most feasible hecause the s vings must be acquired inorder to make use of the loan. X Cm sure you are aware that 

it is quiLe difficult to impose conditions on a borrower after"has received the money. 

There are two other ways in which savings are stimulatedby the program. One is that in the event a higher down paymentis made, it serves to snorten the term of the loan ratherlower the monthly payments. This means 
than 

that the institutionwill be able to reuse its money more rapidly, which, in turn,provides more 
funds for housing. 
Second, the requirement that
 

http:uaran:.oe
http:savin.9s
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*~IL~I~t p 1-,-p 

SAVINCG AND LOAN ASSOCIATION OF" MIAMI DCACH 

Mx-. Harold Robinzon 
Page 5 
Decoicer 21, 1966 

bce aj porccntzgc of income also means that the length 
of the loan."', sioster, thus gene.,cating more funds for re-lending.
Those guaranty .prourms that arc t.ied to fixed amortization 
scedules in effect dis,-Scourage the accuisition of savings
rcprcsentcd by l;arger equities in the home. 

I trust that this information is sufficient. 

~~(jr 

ack D. GofoT7-
President
 

JDG/Ip. 
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P,RIOD 
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GROUP 
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,NUJA :20 D2AICT 

Guatemala 

El Salvador 
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Costa Rica 

TOTAL 
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I ~OU CT)ON
 

The i)113P 0 SC of this r pfort is to1cr~XQh s in whichi the I-onic La 

Depi'mc~tf hcCcmra Aen an2~nkf()): i7.CojCom.C In~.ratIO! (CAh3J3.) 

ma rprve5IspCIlal: accorclance \''th t1hc coas nct forthi in thec 

NomsachO;eat hn:L (Documn )3I1>IL-, of the H-om-e La 

Deparment3E3 ~in a comclnce -Ihitfs contractual. oblizaiostthf CA 

A 1,10,in).DvlpetoAgec;--Cy for .D oa %L00.-Nvm 

1 2-9, 19,63). In vliew ofL tho ift:' IZ.go V'~ia.A 

~ne0~C~t t 2C! )c' 'Letc ecco:d be clcear ththc!r authlor of tio repCot is 

r~~r~,I~i-~~m~c]~ n s i~~* C~.~i' 7 of '~JIs -~te2an1- institu1tion, Or of 

ril *kjic j.).V c)1;A tha4;t c oin;li-u sc, it, prsandm ~s1 The goal)s cs,tabli shccl by 

eC! v'C:) I (\.tA ZI hift.LCry of1 cflCt Jo ccntlu ri c) to attem-pt to Cuty natS. ens 


oThJ.oi~rie to a e;Ve
cmo~ sna1 nod gahj titht walth and~ h1ir)jy 

d OO).pS~couvtrics,within i to accomplish),them owborders a)rc struggling 

±c vid(nc, 0en-ough1 of the d~edication, ingcrnUit1y n teniacity of the pceople inl­

volvccd. 

I a Ix t oILI that thler is aL prc-co.urrbia-i truisra whlich says: Ii1 .\eryrone speaks 

from- his own slight v,,.ordc the auth)or m-ay, thlcrcfore be-adl."A abot 

usefl: aman attorle,"r 

Lastl\y, tii crport is the:. prociduct of a30 dlay co-ntvact wvith CA DJI. WithoutV, 

there-cfore, thec extreme~o coopceration ofl C.A BE).i. pers o;nncl, nothingc would hiave 
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bcn p:)5sdl! . v',d the uthor':, appreciation is crc~sL;edl at th'if, tihme. 27ra*3ors 

in i'facts U..i..nts MON nci e .by rendrs-olf this report sho,1:Cj 

be,.atri1butd 5 oley o th ,t .authroes 

For: too s'a-ke: of conpl ess a. icf histo.--y of C and its I-Ioni Loan 

CATI.F3. it- a rnukti national pubolic dc velinent bunking, in1stitution which w/as 

, Te govcrnnicns -..CISAL 'J0ie n May 1961. by of l Salvad or, Guaternala, 

1Aon.du :a"s ad pcc;a Th11ca nerations constiutced the Centirc: mebrhpof 

the, Cuntrial inacrican Ccnmvnon I'vaaket at that time. The purp:ose was to 

financ . pro'. ts hich would benefit T nioniborn of the Central. Are.can 

Conn1-on, ]- e and fosterl. 0h0 int<ration oeen.Co sta R~ica subsccquern­

tiy joi-ncd the systeinr. CA3Xtoday, ihicoeowned by its Live's memnbeir 

nations. 

The Hoine Loan Dcpartnient was rg;'dby a doeclaration on March 1 9, 

1963. *The De claration establishing thisHome Loan Department -cado inoan 

as follow ws: 

"The FPresidcents also agree that facilities should be given to the people of 
Centr.al Am urca for the contut;~ of their hom--es.en and, purchase 
Nttiorlal savings anld 1Doan niiutosare nowi being established inl Centval 
A n: a. facili ti. enive addd support to thicseThe ad.iioal deell. 
atliaonal f:,fo), h. C:nLs of theI Central. cbyzih o.orn e countries 

sugge s1Ced that a iD ira. vota c eartrncnt bp esct-abli shed, a., a 
Division o OTh Central Ar,.)ican Bank for Economic lntegration, to act 
aIPa . sourc eof flund .. ...for h ous ng ,.mon les, and thereident: 
of the United 'States tohe1:0 ofr t-jCJjiica:l and financial assistance: foi' 
this Cpurpose' 

http:Centr.al
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O~ N\,cfl ;1,?9, 1 963 an1 Loan ~.yn~.v/as siened widh agrcerncntAlT. % 

Ucn.Aon1", 0, 0 00C, 000. 00 CA$ 1 0, 0 00, 0 00. 00 

ten aFndi 
ano, t; ,,ati on in t cni -annual paymenci-ts of pincipal. 
and ixntc: ost. 

Cpanintin).ztonly fo cu-, years then thirty Year 

in~c2c~;t Th:vec cquav.toris oie pc,:ccnt~ate cX 

-AID citc aio heurpose v.,, f)ilowrs: 

" so(a) ci o-to \vi~AJ1 C, ;31-,. a h1onme YLazu-D) ).tY±n on a ha ,df %vlich 

Co~on>kt (14onou,;g t c,.) Cation-. C). leins).o),,n, arssociat-

C)~. ui)onci:.nc:'n:cis. CC) bu anod posslblyno.:C.1 2 

o fiman a)j Iho-u-; in tn a 3C:fr -on vvwici sh ouled Se':cv as l.on g *te nfl1c s 2 

ox ttctigsz\'g £:'B~52ugandc ~~1Inir housing jpn oj ect!t (c) 
provchCiv jAu it o cn tncU10. ix'£~ jin thl wcIna'ion with -I vi ev.' 

costsS t~niac~.zn~bui)l in-r c o~n:u)Ictiron nac-i) ,redci.-no tiilcir 

anec'IL I :r; ,11 y.' clll01)a )JC -nleC{Lt; cinn~Y-t v.,ltinlt2COcos-tinction 
aoid thoi co-1-siru ction ntaasidsr;anei(d no.il oucirf to Ccentra). 

in thc'"..Aeinsv/ho1C ie n ow living-r at a. s towne1cl nbl"ow that; whlich 

incolme %vouldpraovlcle 160aclacutc; C-cdit wc).C: available, and Who, a s 

aL CO)SC:qC fleejCC, rejprent a nJO.s ouce M' di.szati ;factiori and potcintial 

thtto Orcie'ly CCO,1om1ic and pol)iti.cal dvomet '(Source: AID-DLC/ 
P-1 86 October ? 8) 11,662: Cap.iua). Assi.r;tancr- Paper). 

Theappn al ws to croato a I-lom:c: Loan1 ):)partilnent116 of CAD3EJT, which Would 

serve as socondaryr mori.'tgage mrikezt by accjui):-.ng. an 801/ interest in.- qualify­

ingfirt mrtggesard, fuirther, th:rough) its re.aios ithi loca. instituAtionis 

to f oz tewn sav'Ing an-rd loanIi a s soci tion, hois-Ing cnstrac tion, staidaydization1 

01: lemnding avid cori1voyan1cinig practices, ec. , all a,, sot fortli in CABE.I's Norms 

http:accjui):-.ng
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~n2 C)pcr~ t~i'~ P3 :*~j~, 'i'hc goal w~ ~: to pr o~h cc niic~11c inc orno honoing which, 

£cr,.' ZhI ~ rj~u~; u, mi ';ht ho cl c: inoc3 as any fan~iJ.~r which can buy ~ hou&c with-

Ou~ ?~'5b)ic zzi. ;Lancc. )ii OL1.t~:V wo'd~;, £hc t~yo:i. of tho horrlc! must have the 

I 
to .1~C2 ~L (3C~\Vfi 1i~.YJY1C3YL O~) the pui cha ~; e pr~cc fr arc his OWU t\rjngs 

~.nd have the c ~r img lJC.~,'C:i to make r cru).ar ionth).y 1)aY1~ents so as to pi~y 

tho b:Jrvnce c~ flie pur ch~'. so p:i cc, inCiu(iJ.nry into ~: e~; L, in :fifteen to twenty year s* 

~ipc; c:ifi ca). Jy fli c home urchasor must be camnirg between appro~:.inateiy 

CL~; 100 and C/;' $ 400 per month, (In the housing fiold, thc United Statos poi.icy 

thr oug).~ A ID is to assist L)rc2.gn co~tries to vncci mnidcfle income housing 

fOroirm co~n 
~ 5C) that the try can (3C:\rotc mOre of it~ resourcos to meet­

in g the ~ cman(3 s of pc:o~i).e who requi.' e pubJie assistance arid subsidy, 

- U., 
'J2h e J c2ia tiona). Dc\-e).o~ cent i>tnk, als a s t:c ongly supported by the United 

on £h e other )m~(3, ).enc2s funds for subsidy houz.ing projects) 

1* 

hiitia). difficulti cs, the impact and importance O~. wh~c1i shou).d neither be under ­

est.niatcd nor f03.g ott:en~ iric).ude currency ezeharige proi~leiYis, lack of fully 

ciua).ifi.ed bernie loan ins tituUons in the member countries, lack of tm nod and 

c:perienceci pers onnc:i *±n either the iA i~tiLutions of the member countries, or 

in CA DEl itself, lack of a viable primary market, lack of modern and standard 

corI\'eyan.c~.ng and mn ortgagc practices in the various member countries, all. of 

the urban pro1)len'~ p).a~4ng aJI. of the Central American countries, (water, 

sevier, streets, etc. ) a).). of the social and ccon.omic problems exIsting in all 

of the Cent:..ai American countries (psverty: educa tior±, etc, ~ 

http:corI\'eyan.c~.ng
http:ciua).ifi.ed
http:L)rc2.gn
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~'h~i ~c~o~n'. no:rnc pcrs pective C.i ~ :ncc ),',',.~ for the- r;akc o * the of t 

rc;' c~~ v~u.. ~ c:v 'Incts a;.x ct. foa-th1 below:]~ C::.:: ~ 7Zt re 

1.'cntr;l n:O 1!ai;zi)-o" "':( SZi. c~ o-f ifr.±a ir; a lnoutxtAIIOUS 

teV c.eor:i:' hot i:t 1C.'Vel nnc'i rl-n-, Coo1, a1±d COWJ as on1e gocs 111 its; 

~~ :~~~~~~1)YC-n 1). y,-ci cy pE)?.in~~~ bcnaja ~U7Ln L;r n t--Z-rtu cs.l 

"Ipo:tnit 500, 000 pop).c'"T 1 0II-1)-1-)n: I-, '2h1e Unlited tatcS 

to ))Jl 2''.;oad ~, 6stateame,' C-i.i-10c No s, that thc: urcban populz: tion 

ol. -L)1c i.iv cO~~t70 of' Cenit-rol Arn).'~Ca ini 1 961 w.as cstijrratccd by AID to be: 

679 0 0 0 T I C C I~rJ. t-i -t: .cal b ')r)I .Q6t,11Cen c.l 1; 1c ia UnT PrC,-..r z -a die- Vi ­

~ ~ >2ci~ niu cont; ins 12\'±onciaU~ aa~ etol C crica ", at iage; th)c cla)rt set 

3 Te fiC:Ct4NrC .;Iu£~hdc:flan2ld of, the )niddJ3.Q inlconi group WEIS ent­

matJ -. qCAB~7 i &zptivlr,1 9C"7,; for thec n cxt' five Yc.ars', includinrf, as 

the wci.i tei- ulci'stands it, the 1izlaintcnan cc of Lil orchry mar.ket, as follows.: 

c~ r- ~YANNUAL )2-F '?E(;'1'j.VE; D1--MJ\ ND 

Guat iria) a 6, £00 11o) . scs
 
EI Salv~ador 4,400 11ouksecs
 

1-"l0)uvas ?,00 11oLs c '
 

Ni car a guaI 1) 90 0 0u1s ( s
 

Costa Rica Z' 00 11ou S '
 

-Y(OCAP-CAis the R~egionial Offico for Certt::a1 Ainerica and Pan~ama set up)­

jAJi. 

http:E(;'1'j.VE


," NIT I 

POFULATIOI! DISTIBUTJ)N BY ChNTILY INCCMD
 
OF FAMILIES FR URB*N SECTTQNS-19-3*
 

Monthly GUATEMALA (1) EL SALVADOR (2) HONDURAS (3) NICARAGUA (4) COSTA RICA (5) CENTRAL 
ArZRICA
 
Income Fajilies % % Families % % Families % % Families 
 % % Families % % Families % % Fa1ecly

CA$ Cumu- Cumu- Cumu- Cumu- C uu- Cwu- Xedi.lative lative lat~ve lative lat--ve lative Ino-ae
 

0 - 90 126.256 48 4e% 113.392 55 55% 55.511 70 70% 72.14C 62 68% 45.954 54 54% 413.261 56 56% ­
90 - 134 57.867 22 70% 28.863 14 69% 
 15.067 19 3 -,A 19.098 18 86% 15.318 18 72% 136.213 is 74% 136.213
 
134 - 235 52.607 20 90% 32.987 
 16 85% 7.137 9 98% 10.610 10 96% 17.02o 20 92% 120.361 16 90% 12C.3bi

235 - 302 13.152 5 95% 6.185 3 88% 793 1 99% 1.061 1 97% 1.702 2 94% 22. 93 3 93% 22.893
 
302 - 400 5.261 2 9_1% 4.123 2 90% 793 1 100% 
 2.122 2 99% 2.553 3 
 9"r 14.252 2 95% 14.F12 
400 6 mrs 7.891 3 1(C% 20.617 10 100% ­ - 100% 1.061 1 100% 2.553 3 11X% 32.122 5 100% -
T O.T A L 263.034 10C% 206.167 10C% 79.301 100% iO6.100 iO% 85.100 10L0 739.702 100% 294-319
 

SOURCES: (1) Direccion General de Estadistica. Monthly Bulletin 1957; (2) Division Desarrollo Economico BID 1960; 
(3) Instituto Investigaci6n Economica
 
University of Honduras, 1962; (4) Annual Report INVI (Now Banco de la Vivienda), 1959; (5) Population Census, 1963.­

' Adjusted Figures up to 1963 

:mhm
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Al\i over- rid) lfcto.'" v.,]n h is obviou:ly hcyon the ncope of l]i 

rcpc-.I 2.'l 5,; of )iafj6" ,( zjfii.c;,c: in ay ,;erinu' cconcn-ic study of Central 

/'1)i'.~ i.;, thc b: (f ."n;,s - nu.:;c 

VC)~I~ C, 	 IuV~~tCs a~'I%, c S'bot~0L 

cJ."-tio. , L '.I eSC ]:.': r,. cc;\'C;-'C:c1 to 1.lkLfIS but they cotinuc to be vcry hous-

L GuriC m J-d ... a succes.sful o)perating government 

6. 	 si1'aao 1U.has three sucCcsfu. operat:.ng saving and loan associations. 

~oE i] ~ cona'Zn,- 111ort**a SecondaryTC)o .G.o ex.tcntTo~~~the ~ ;ai'.adovaflf'"ccxX-t ovornirnent is o)craUiga 

g~age. inn 1i:ution,° This institution n: cur.' ently out of f:Lds. 

'( IN .carLg~a/ han, I am. aCvinedi¢, 3 operaatn rn.gs and loan a. so­

ciations, (CA )31CX had 11,.t0a'ia2no on sach an institution an;d1 iinie did not pce'mit 

n.y g to Lragu,. I was acdviseu by nort/yago peo?)].co in both Guateiala'­

a i >. S.l.].v or, that 2-?c-ira was. the pnrson contact in Nqicaragua).3Enriuo 	 to 

8. i-]onduan .ccc-Itly p, na'rc] a sa\'vngs and loan law. It appcars like.y 

that a sa1ings and loan a socj;ato. W~il bc opcrating in H1onduras in 1 969. 

9. Costa Rican banks are all nationzh:.izccd. It has bcen suggested that 

with C1Icour,1-gcinoi ai)popviate.- ]..iation lor: a private savings and loan sys­

torl would bc :assed. Tir di e not p -rmitmy going to Cos ta Rica I was 

advifsid by peo.lli Guaturr a]a.., El Salvador"and Honduras, that there is ig 

nificant di.ssa isa ci.i on by both, governrc ent peopie and the pub:ic gcne :al.y 

with the bEnking sys;terr' and hen-cc a private saving rndloan systemn is being 

discussed . The nationa..zed banlks will be a political issue 1'n the 1970 

dlo ct. ono 

http:peo?)].co
http:operat:.ng
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t!'- z.c, C*j -rcco ....o! CA oivijled Uhe CA$1 0, 000, 000.ro 

]om:1il,.,o c.i:t I , (100, O00 hi).c.n ts .d placed CA$2, 000, 000c:h Di rector 

in hi: o. cou:;'y. 'Ii; it; un wly u-ci ,stand2-.e but there is obviously no 

rcA o.,; usl dil.,.do'CT to p'i)'/l', tho funds ed on mn o'conomIc stand­

zv3.(],, P COf.idC3: T .OF: V/5: v',t tO t~he :dsiz o. the V :cj..o s !ousiigdefic"... n 

C'(:11o jualt, and capite.by of C.i,, .g 2 stitutions, to produce 

In-nror " 

J.le cy,2'atn:t ofnul.CAE): and th undrstnding AID wa tatpolicy ci 

Civ1oul'.C(JU1VO 80"k in.tC2of; in aL .'st 'e %or,awhere the sales 

pi ce the hU cced ., 500 and where the purchasorC)i lousc.involved did net 

Made. a clovn o .y ass I.OjU (Thcre arc also foyrnulac for thenot: than 

rlahtio:,ssh.ip btwecn thc horn(.pur:chasers 'onthly .VoriTIc a'd his -onthl.r 

a 01 tI c a.;)v;Ic ce.o0 te Iouse, The Novims and Opcrating M.an 

mn ual of CADEI is worth rc.i' in this rCgard as it is well writtcn. This 

n.alnual, of cour'sc, has not been follow'ed). 

snu 

A first step for CADJE.-to be able to disburse the $ ?,000,000 in each country 

was to have a Currency -Exchange Ag):ceement. Sincc the AID loan is in dollars 

and s to be .rcpaie in dollars, CA IM had to entr into a Currency Exchange 

Agreemcnt with the Central i ank of each country. Instead of CA DEI prepc-r.ng 

and.ini .. n, on a st-andar.d- form .for bi5.r; purpose a separate and liferocn"t 

agreenent v., entered ini:o in each of the five countries. Rel.yin upon thei
 

http:prepc-r.ng
http:rlahtio:,ssh.ip
http:capite.by
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JcVlC, mic, 	 rel mmaiclblw v/'r~mr:
tru3t ))r8 'Ie o 

CO(;''.- CT fl'k> c--l'tthint clA P1EI-'rcu.c oioncs, for its. housing 

O OIL' Co r fca promi~; cs prov5 dc~i v1lCc c:A". th0 Cc J: l~h .a to 

wiO;~e Centralaic	co~.Ic~ ~~c ~~ a ,( conlciv).0.1fly 1t!) thek 

)>nkJhccC .VgC to-.C))- raic or) tc: date;atc i.%tu b3 eqiual.. ex-c'hrncge 

o1f 	 WnLLrc3O crd'Dfdf~ ;JCt 4 ' .he rcpaymnt sclcho) c is to 

C05i'('CoL3]cldt h ALiD rc~rpny)nen±L: schedlulc Paxagr-aph 6 pr ov.*d,cs that all 

crnandsup.t;Colon s arc to 1-,c in\'ctc.dc in CosIta 1)tica unless thecre it; no 

irIrcyear -s. 1JA0urc are rostroicted to a rax2Th-mn saler, price' of 

CA." 3.0 000.cj 

Cc ank ofjL ; ecline ally offeorY.llM,SA./.t,\ADCIfl: The-, -Oa El7 Salv iclor I: 

ncc:;s ofl-lE'~xten the C0ontra). )34ankto 	loan dlollax-s tLo it:bu if., it 

maust 	 loan.1 ~U ate, being established ns ofCAwlCin; h 

;1rc: ne.The Cenltral B~ank of! El.
0thc 	 date.C the co eonL'con":rac'& 

Sr 	lVCadoroe~mna aea at nanytixric but CA DEl1 -IL not require to 

. k.lzws Paarph1 I Z tha-?t IIl amnortization1 of caial,Ieay rovides 

alnd i.y-tcst rnust remain in- El: Salvador to the extbLnt not needed by CAD)EX 

to rpyAD 

to provide Quctyaies3. 	 GUTML:The Banco dl.c Guatemala preomises 

ill accordance with0 CA 131 '1 s AID rcquir'me-nts as CA 13EI dcposits dollars. 

Ncithero side Inay pre0pay wilthoutt thec Consent of the.C other. 

4. HOND.TUfl.1AS: This ag :erncmt provide~s thiat to the extent .tlat CA33EIl 3rc. 

quires 	Lcrnpira F, for its hA-ousiAnn pr ofixarn the CorltLra). )4jank of Hi-ltn'as 

anmount- of Leirnpiras to beprrie to provide such L piathe 

http:in\'ctc.dc
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C0 

(C~J ~.V.2'cL *.iy '. C Ic]..n.cY]:'., to ]: .,~iJ11ish : [iji cr r'cc, or1ith¢th t.... 	 C:(J 

r.. 	 L.C ' tt(C 	 " J . -. ,, b 7 " C'A FI. 

day.c :l-e .. c] ,'c;.'-d or it',c Con-.-al """ "'"
 

L:~dyC11 "E2. tLo cnebeefvdfotnyar.Prcsurnably,
 

1o .,,that~.N:C 	 ~CUPtA,'e 1f grcal separato 

ank 	of Nicaragua~c:jO~lt.'h >i cra cx. C n:~x ndth1 Det~': 

the 	Cen-tral Bank,
z. 	 by c O:r. an Co o rar 

0jo p rment a ina and -o forth a e followed.ID 

If :'tr rC c on1.6a.,, c Ct,1oarket is: to be ycaisticaly crclopcd,y "o'na.l 

iy C LCA, C-, D.' usbe cin . oition to I n: Of ClnS frely withi. 0hC five 

"oal I..t th" i, to. place CfABE in this po',;itiol it accoruC)uo It5. ... At 

a~)arnt tatthre slhu', bc no. wellation"Ahip between3- CA )3Fi' sr'~li~bfCly 

C'Cntral Balnk's obligaion1 to /lientOD "AD"E. 

mu;s be abP' to obtin cujrrency of 

"blif"Ai,W and the Var-IMuS 

CA ,,T dcot~ s dollarO n a Cit 

and w" en "eowned"'CABE! arc repayed ii whol or 

inl part, CAB,1 -1,]ou)d b f.o as its account develops in currency of tile parti.. 

tht 	 Coun.. -" by 

toVse.S, 

CA D))l in%,c teCd its funds jin th. various t iI have ter"fpoarily put c arks 

cUla)r coutryi. to conlvkrt it funcs on dl.rmand. c .. of the anner in which 

..	 andthe ,, point w.. subsequi.ently discussed).round the word n"a 	 be 
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'j'cv.:. trI~:ILIj ~ 17 .:o1k C Lr tuwarcc thec [loal of free: conlvcrtib)­

~N~ C:L~ t r:of itho fat i hi;l: 1m1-y rnot. be rcaci).y attainable CABIEI­

~:ou(1aasceeck rcvi! i cr: of aJiCt-rroncy :-'chrmnge Agrcenicnts 

\.)'j ~ 'ftaca).nl ink t1h1c patclrcoun-try inlvolved). XPuturc V.d diti ojla). 

r, ii~b h uti i a:-,t~a~ inl this regarU. 

Of: cvCofl jS 0ZlO ,-ssurn:.J tha:t 31O CilalgeCcanll, 3n)ac i ap-CenlCnt"s 

w.horc; 0h1". icr has -t).vC.ady occucred, it: t.;hou)d heIt poilltcde out. thalzt thlere: is 

nothte 'g n C rr e cyJixcang vwch ip: eventsexstig A,grer n. tho 

lunds which a)rC aCcuuhmlac1c the acL-u0. of ic\oa 01:t: 7,eto the. 

r:Ln iin, each siuchl ccouitry, Thi.s wvill3 bc Odiucu..,sedc subsccjucntly in thi 

On the nc-et': pae therc ico set forth1 at char. (chart, II1 utili.z ei by CA B~IP in 

21Mlking regul'ar cpi to lIOCAY) I Zrbitvraril' selectedcc the June 30, 1 918 

3.10)o0v L It I)roVi(deC roc! with st point of refe'rencrl for focus anld analysis. 

)CO10iowing 16-1c foxrmat of that reportL ea.ch lan Jisted. in Chart 11 will be briefly 

At the 0!utset; howvecr, it will be useful to doscrib)e the form-rat that CA 13.'C.' 

vvorkChd frminl mlrlin" thcso ).o,-ns. Basically it .executed-c two agreerncntj, 

%v'illla].bov)rowilg in.titutions. For con,icicxce:. I kvijl labaal one of these 

two ~ ~ o-~te')oa~ ~ gcrricnii t Tho other-, a 1 ppaagemetj prin~ted fury 
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LOa" SITUATION 8U19"y CUMULATIVE THAUGH JUNS 30, 1968
 

AID LOA 596-L-003 - US$ 10.OOC.000.OO
 
CA*3I HMEQ LOAN DZPART4b-r 
(In Central American Pevcsl 

-_S U U L 0 A U 	 Location Number Home Amount _ 

& DT i rlbyary P . 1
 
.ity 
 ortila- a l e proi~Of t Unoft Mort- Diebursed 

by AID ToUnits gagesBalance prty 
...N.TITLMIONS 

ti1n
Disbursed
AmOult 
cuted 

876. 245.30361,250.00 

61,569.94 1,001,430.06 Guatemala 93 25 500,000.00 158,156.00
1.063.000.00190 168 168,650.00
 

1.063,000.00 4,286.80
946,000.00 495,713.20 Guatemala
&Towson 500,000.00 275,000.00 	 2 2
Banco Granji 	 Ouezalt.OccidenteBancO do 	

63 314.500.00- 437,000.00Gulteaala 

Nacional 437,000.00 437,000.00 9,051.61 240,948.39 ouatem.ala
393,300.02
43,699.96 	 45 44 250,000.00 384.000.00
 

Credito Hip. 250,000.00 250,000.00Cruz Azul 
z44Mih30 

Sonsonato 58 357se 200,.000.0 -.
 
Banco BipOte:o2,O0 .O , O O.O 	 100,629.56 1.899, 370.44 s.sal-ador 368 


2,000,000.00 2,000.000.00 


Sta.A)na 9 9
 
aoaro 

La Libertad 2 2
 

Ueulutin 1 1
 
La Unidn 1 1
 
S.Miguel 1 1
 

S.Vicente 1 1
 

a 22
RONDPM 
laVlvena 50, OO.O -S.P.S 	 Teguc lalpa 97so 35 1.500,000.00 400.905.00 262,994.00

1,OO.OO.O 

In5tituto de la Viyienda


Ins~tuo d 	 - 1,500,OOO.oO1,500.000.00 540,800.00 
- 282,366.0035 35 250. 000,O 


Cia.Sequroo Interamiricana 250,000.00 250,000.00 13,157.88 
 236,842.12 Tegucigalpa 

- in Pracel I
 u 239 236 2,0O0.O00.O0
51 217 I 3,8 78 z. 

= = U M 


1,934847.83 -agua 23
 
Banco do 1a Vivienda 2.000.000.00 2.000.000.00 65,152.17 


Leon 13 11
 > 
G--tnada 11 8 

Masaya 10 10
 

aLagalpa 6 5
 
Chinandega 17 10
 

P.mdriz 2 2
 
Rivaa 5 5
 
Chontales 1 
 1
 

Jinotega 3 3
 
Estel 7 6
 

" 


,O(0,O0.0 3,46.40 96253060 San oss 247 237 996,960.99 420,902.00 832. 66.00
162
 
1,S00000.00 1.000.000.00
I. V.O1,OOOCOOO 37,469.40 962,530.60 

22
 
Alajucle 
 0

27
Heredia 	 ­
6
Guanacasto 

Cartago 7
 
Lie& 3
 

1 10
 

Wil 41 999,986.65 In Process
 

Bsnco Fsct-nal 


puntgrense 

1.000,000.00 1.000,000.00 44.238.15 955,761.95 	 San Jo@6 168s 168
 

AIa3ua19 
 39 39
 
It, .4 is 23 23
 

o x..'e 4 4

7 7
 

! • " Ua . 1
 

' . .
 
1;"0 A , 
 . 8b..2C. 21t5.4 ..... ,9,1C2. 714.5) 1U4,. I3':9 - . 9. 

http:955,761.95
http:44.238.15
http:1.000,000.00
http:1.000,000.00
http:999,986.65
http:962,530.60
http:37,469.40
http:1.000.000.00
http:1,S00000.00
http:420,902.00
http:996,960.99
http:65,152.17
http:2.000.000.00
http:2.000.000.00
http:1,934847.83
http:236,842.12
http:13,157.88
http:250,000.00
http:250,000.00
http:282,366.00
http:540,800.00
http:1,500.000.00
http:1,500,OOO.oO
http:262,994.00
http:400.905.00
http:1.500,000.00
http:2,000.000.00
http:2,000,000.00
http:100,629.56
http:250,000.00
http:250,000.00
http:384.000.00
http:250,000.00
http:43,699.96
http:393,300.02
http:240,948.39
http:9,051.61
http:437,000.00
http:437,000.00
http:437,000.00
http:314.500.00
http:275,000.00
http:500,000.00
http:495,713.20
http:946,000.00
http:4,286.80
http:1.063,000.00
http:168,650.00
http:1.063.000.00
http:158,156.00
http:500,000.00
http:1,001,430.06
http:61,569.94
http:361,250.00
http:10.OOC.000.OO
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by CA it, la.)ba cL ' .. ,.o:uI Co-di.'n:" (DucUnIcnt lWci>.-i.I.,D-5 i. 

t i C/"I ]EJ. fi J- reJ*("n cx.). 

TheI CIn: ,o'n Crmncnit, Ca;.'C n]c,.r a co1:o,'tted by rcfc:on cc into cach 

A - Z," tli! Conditions agre'ea]rit may be 

I c "'J.'ic"inOan i."; :c:.b :c, as bc:g fo,.' the U:Upo!c oOf pr ornoting the cons ­

t:,:cU :uo;. Oi .-. c 5nc'C O1 i10 :.:iag.Lo 

:cc..e.a to bcp.o iae:ly basecd on regular calendar 

-, r.1, :I . . .1" .. 


3, 1h1 *rec.cnc to "col.atcraJ." appears in Soction 2. 3 of Article
cJirst 

11, it z;t th;, c.:t'o.iaary pItncipa. payirnts are to be atade whenever 

) alimc:cecCod. 0 of the 'unpaid .. ce on the mortgagc ].oans 

sumI tteUdc as col.atere. to C'Lrx:;i''. 

., The bo.' o':,-:v ob.i,at d to make qua:rL,:c:].y roports to CA}13!.' on 

forarn.s appa)'cwcI by C... rei31. -scepo:..s are to present in surnmary a 

statonlont of the p).Ilcp;:l 1)& Iancc of cach mog loanihlcd by CABE'I as 

col,..CterE'. 

5, The borrowe" is also to nake monthly reports on all collateral that 

is delinquent for a period of nore than two months. There is also to be a 

mont.]iy :c'pbmt the nurmnbor and value of fanily units bu..d under the progaram, 

the run-hr and value under constructi;on, thIc number and Value completcd and 
Y repor in tcontn ay ote infor 

.Lhtic, f CA) e valuc.I ,eC)Ic' rnonth l ...Ls I .u]c. 

rna.tion rA]lIIeque,.t. 
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C a t o: r.ccer r 

2T±,Or ,t .,) :; (:;on ..-1 u 

6. IL .1,)'0 ,>e.n,£he by CA £1YI of non-quaifying 

]..,>y2'P iii [he; ;;c; C oZ hab\-. s onoftrPli'Cp to 

?I , 0 v.I. c.u" JA,i J,- c,.,:.a.usC, Z-'rc on a schedule over two years 

toq:.y.nj ri or;{±. c.. .he nut effect of the acgrcernent wzazs 

tO a]) OW tZc Jcr.:".\'.'c.:: to ue thc ).On f~u s Le:,: co s CtCtcOn purpoeC.s and to 

g: .c.-. ry cS. al° Shfccv. at this.Oate substanUa.ly all cons 

... L..cc:n c mlj" Ict( a o1 s .... " " (o:,. least the 'delivcry")has 

bn outi-i co:clnce w~\ h the plan, th.e i"s no ned to discuss this 

opea ti.on. 

- The3. ov th"lat CAb2E ha)- "a". •I n tLnc1..... rn s .iniied 
. . . ' i e 

: ), C),-"m,, 

:ustody of the 


8, The brr!owoer is obli.gf-cc, of course, to re.pay CA J3Eic, 


who ] uoh.,.; col.te;al. 

the tola), amount 

lo.'.nec , i ,O:).C).o" teb boz., ow,", is obji:.,a ed to sea tha.t the co)...- teral con"i.,,s 

oai ., tht: the h ous involved i. insured against fire, etc. 

]a ragraph i) of Section z . of ..... icl roads: 

i.) To rcdeer for its account o substituc:: an.y mortgage c.eodit CA Di 
co.asie.)irs ulaccptM-.c e 1hero defau.t of orthr-ougjh the debt or 
thyou.h titl.c deflect or other factors afcti.g.ii CA133ZVsj udment, 
the value of ,;uch. rort.-gagc as col.al:erLI; and, . o 

9, CA 2EI has full inspections right, 

10. The agrcemcnt describes in detail how the )3orrower is to operate 

(Art.ticle VII). Inc].udcd are restrictions that the Borrower does not now 

orutue engage n activiti-es :clatecl to the subdivision of and or the 

construction of housing nor have an interest in such actiVities. 

http:afcti.g.ii
http:substanUa.ly
http:toq:.y.nj
http:c,.,:.a.us
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ll~I~nje ~. ci than CA"$90 peCr 11-10:10. ivicornurlitne~ di~nc1:not 

i-nconrko; nuhLlj-Cc Edcpto~;a). ofto incoane1norI-nrcthan CA$ 400 p-3: rrjont2 

all. urc3lbrZotho lani1:0- to I), i-ncludcd inl tho coip tation; the0 salms price 

0 , 000; ctcholr 010 how'.. is~ noll il" e.xce Cf~. 

1Z -~A Clovn prArtschoiculc is CStabisIhcC.1 1 01/ elO~vn orl fix C11$ 6, 900 

?,, 000. The clow~n paynmont is to0 be inI /6 on nex:,t CA$ ~,000; ?,01/ on f~nai. CA$ 

as car; in land,~cash 0,o boly1 pu rviu euty 

v C.-I,a a'gjc -!.,;n33. HlomC vj:.chncrzcl~.nt;S L Yll to ox-CC e, I 21/ pei' an nor 

be en t,)Izm 8(/ p .1. an-nuln. C titrin surarce P:rermvtmrs a)rr' included, in 

twncorri-ta l 

14.:C'i-cr aae nj,--ny othe],r c.:l)cnrJ.o bui).cle2s P17'fit, stanelards of 

h~b ~a;~ ,~-~ ~o, 10L I a*ohi"on to) V[.311( of hocnn : etc. 

ndec'ic. III the vn of a paymencrt3 :T~~tcosLucnacc>t 

not cure In-. ,0 01ay :;, ac.;Cdc!ratc its loanl.dfU t CIA J'l ~n if, thec ul i., 

fy ol m the Genoeral LoCan CniinAreetsach) ana Jwycr, 

clospite! its I en:-hclack t crtcl l'.11ag of a collaRteral PICC~g'c atgYeemnt.
 

no SystrIn set ut) 1m: CiAY12JIC. to atcquirec the callate--ral, CA BY-.1 would

fhere is 

haverr t~o goC to Ccourt' if it i se to) CosIt j.1 the11Coller 

In Short,, the net effct of othe agreemn-cnt cts a pract-cal. m-atter is to leave
 

has at bes,,t a "'st1in*ig' nte oltra hc

CADYX vir.tually uncue.It 


coUld be- pu-rsue, ifi the honrowvng instil.Wion went barnkriipt bull short Of that
 

the collateval is s tnilyafcin
 

http:uncue.It
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Jlic ",'elated~] -1, ag'c, i li,4 ]tc~r the co'll .te :aJ situation. It sc:c doX.. 

f oc t l2c tilne of 1. ., . O 

Gi\c:;' -. CA:$ 10, GOO,0O0 t1.Cui C).:31 i v.'ou.d seen cz,..re le fo: C!',]3El to 

1,) ,r' CCt:, oi. ,.', i. ,. Ci.) 1 coud(. ',. additio U.funds, UndeC. 1a't 

I ' n:;ri.i,, a:"''U-: ncvt Jo:,.n wih co ll.tcor], ('nd Ohat is not a.ccuratC as 

prviousl y c.:.h";in,.,) Cq i'1iI. hzs n wj d cl imn'- against the borrowii.g institution 
t
 

but CA ),'CI dioc, not ov'n an :;ct which is as bank2able as owrha a direct nt:e...t 

R C i?'.-1D.A'1iONS "U >..:x.] TWO AND T1i: 

CA s:~:jThoulc1 (I ) buy n tand ) utjjze.t.s intoiest in these niort­

g " ;cato b o v'ro', f-iu s.
 

Going jito furtfhc t.. fbis point, let rne point up a few facts:.i]s on 

1. By brag a.morotPgagC "vwith recours e CA 1BE-1 continuos to have: the 

f111l ob].ifa ion of the "lbo'rrow].ng il titu"'- (the originating ]ender). 

2. At the thirc of the rcl of the m .':garz tho se.ler should agree 

not or-Iy to recourse, but should also obligate itscl! to replace mnortgages 

which arc Ocinqucnt beycnd tho standard cstablished by CA DrI. 

3. The nmortgage seller should agree to handle collections and make 

rcports as required by C.AB ,I. 

4.,At thc tin of the pu'cha.sc the mrntgage seJler should certify that 

the Inc1dlc income ]Lou:;sg prograimn are ict, The for of thi 

ccri.'fication can set forl:th the various items-, in the General Loan Conditions 

http:pu'cha.sc
http:lbo'rrow].ng
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1 5
 

Th .c,, o:,v;0 , tu1ljc%'Ct Lo \,c: rfy 'ogthat they are not ban-l-able in thir 

'C:;,Lt Jfoym atre: b;'}..... bir; if ,c1c], wh.o'dl. ) purchased. From the point 

c,f vicw of th e p . borvrow-rs (who, under ny uggestion, vould become 

SOci]iYvS) A ,le appca,. hy "drn" reasons:s i h tagoeous for the fo.].owing 

e- 'It rc ,u- i:;bi i.ty fvorvi the balance shccC of the seller. The
 

recourse obliativo wou).u or shovJ.d appaar as a fcotnote.
 

2,. 1., .ca-ov " ,,a J.abil.1tcr on the l).a nc; shect, itincreases 1:he caLp;, ci ty
 

of h RMtU: O to ika ].ins wher. thu ]Oca). Jaw\ rest.icts the loan port.o.lio 

to a ,,unlti).PI of the net worth of the instMUuiion, In other words, fcr exanp..d, 

ifan in tu".on cn not have Egrgat loans outistanding eclual to more tha n ten 

timer; its nl: worth the sa.c of loans frees -up the lending capa city of the sllcr 

to t-eC:.:Lc t of I:]i sate , (This is true in Gutaemala), 

3. IfCA')3E. can bo)'ro.,, more funds the selling institution has an oppor­

tunity to sc 1 o35morea s to CA J"2I. 

Itis m,,y bc, cf that ifCAEB owns mortgages itcan borrow against th col]a­

tcr'al of thcsc nortgages. Inthis regard, Iwould urge that this be investigat­

cd with one or more banks inthe United States. To be as specific as possible
 

I suggest the fol.lowing:
 

1. Seock a loan of ten year term and 6 3/41/0 interest rate. (The precisP 

tc:rlas should be flexible clependling upon the requixrements and the policies of 

http:unlti).PI
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C).i. an iC.iti. .C . , CO 0,0C) of) Gi atcna an loons, t int 

o t th-" c , , )kwa,..' r .'ic.A w ,,i , it .1 o'biga o of tlh honveclan to tflC 

tho institui-on and uatcna.ai F.IA insur-. 

CA BEi.C e 

""J~c* I ' ' -•Co0X..;,t.Jn,.. cash la.nces 0o ..... ). 

3. Th L10.1 i z nd c Ci.t, o v. ould a. 0. inlIvedc 

"21 cou'td aiso 

tain.e by CA j."I v.,it]I thCl1c c. It is my undrs. that in conction with 

S c by CA.-13.. that, comp ng b-aaances of CA$l , 000) 000 

ut'0' ' CI . 1J.r : 

JThe pr.os cntil)].'nnkct: loann arrange n'ent i*\'OIVOs CA.:cx']: ]II.V,1.n ;.'n 80%/ into)'est 

in a n1o . ,,.,ew;ch wa. 90a of th1Cesate1; price. , rsmeans, that if a loan 

equa. to 70,/' of the 80'/0 mn.kt :rest in the loan is sought by CAI.EI the cd',er to 

CAi)3.LJ wvou]d be p;' o.eco. by a , ar gin in t.he(: col]p teral, i. e. 70% of 80c/o 

or Lt 5a $', interest in the proe:ty Although utilizing 00 interest in indivi. 

)-',"gg ,; I pe:s onnaly vould reccmcon-rend that an effort b; 

made 'to convince th.2 p:oj os lender that in vi of the rcCourse provision 

(both against the institution,; whidch sells to CAM3). j and against CA DJ.J. itself) 

that CA ) shIo ud buy ] 00% of the 90'.mortgage and bo'row 70% of the 90'%, 

Ic 1i ]on,: loan insur'ance rl~rx.ayl appears to be a highlyCuatul.an 

successful rOgPan7 I a 0 is deTinquet: two rjz.ynents or mar el -­oan 

lawyer.; an Cl .enders personnel in Guatern).a advise m'e that the Guatcna. 
lan F- A delivers a government bond bearing interest cq-al to the ineret 

oiteo0,th O. w'th a like rcr'ailng term and payrnent prograrn andoald 1 

tat :q p.ocess s corpl.eted in apq oxir~te3y 90 days to aR'mximn of 
lz0 da.".' 

http:Cuatul.an
http:CAi)3.LJ
http:�Co0X..;,t.Jn
http:uatcna.ai
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0 ):fll 0.1. 

Srv ' it ii; ry C)J--*-I.ci~. xtC:IL 1 a bmj *I.CaJ.jY Irnadc 111 so Icuccid .a s 

to u~ cnc2 .3iY'~) ~mIfl):il't Lsub300~ct U., VC)nflcation that CAB"l23LICan 

cv'.~~: o t': o.n ratc I tonnS tilat aEUIc0attractive,00,1 it at a o o 

Cx:c i' o;l :f1cnc hop CA 13)21 poscsIbly plo ccCa 1C ~.! o 13cycn of 

CY, i;:x~nposi t-iawn Pullc: ftunjs ce ;- at ratcrs 01ia to -oak in tli.he n *t.rhAt and 

C''. ~~ ~ ~ ' 0C( e±~ Ic'at fron-I In.rik:'2~ ' ~ 1 ,~ b~ W uao. 17 

tc: 1nrit goal oto CA IXin a set 

f£o:IIh in its orgnn la o i.a~long, torini at. 2c~nuz 

I1ZV~~ p~i iup thc:ccgat in thj t C!asUj T %%i4l novi revo the l.oan 

mao~>> t istiutin. . il 10ow?tli or-cr of ChaF.):t III. 

oj~ha:;: 111-13Ion- bLtb lc position as 

C; U A Tf 3-- 1" L A 

D- t ic o C~a ii Tc)wnso n was forni : :ly a s'a,vis and lan a ss coc atiorli All 

saigiandi loa"n associations in Gunatumrz-,tl :C.Cccnly curl'cn.terl to)banks. Its 

pxniinary offi~cers aan cex'troemel-y kow.dab.cin thej field ol housing ccmrtn2kc­

tiore and housing11 finrarc:o2, The ccnrtr:oUlIng s tockhoicdo~k.' -s also con-.trol cc*woa~oat-

IOns Cen rf; cfcc6 in tb"c: a nbtn 'bs inc ss., Unny oplnloii mraj or hnaln ajal 

tralnsa Ctln .; iri Cc ovohoPing. COuLntries" whorey thlerno are: eoveral. Successful c01:1.1 

http:I.CaJ.jY
http:C)J--*-I.ci
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C.."JdOs;i~~i~ 37~W (1h oilO th . flnlrt. Cerovth an cl17cnor Ciof the \'aLi2.OU 

t~~ h i.c-h it. cloc ic: t .I V't ule, C cl~.C e;Ica to',~,(;~ ;~;V-'itll ce XC. iC I1 1 .rcb) 

) no J i r: )( ~) to c fcC))t: -11 t on Ca'c")n i u na 

inc 11 ~ 1':.25t ta i)o.'cc2n toh OW \ 'ht sav .ngI s ancl 1loan gr ow[,h 

Dcc~b~3), J.9 5 '11,)5 4, 31
 
v~ "'b'J I. L,6 10, sZ ,.7 69. 37
 

u'~ s3e 3.VY131 ?19)', 65. 416
 
TLrc( 30 1)6I 18, 353, 8(,, 06
 

05 3, 876, 2c).0O0 7, /,0,3. 9,(0
 
16 5, 073, 87,) .00 1z, 484*, 00',0.00
 

1 VOC)6,-1 c,~ 30 1po1)3.,375, 000. 00 

Nrnbcr of Loanls: 

y cav TotalI Cunmtalative 

1965 )96
 
.1966 617 58
 

* t e,,Itc CAP)7YjI hat not. 01C-c sW11ht"C) cc 1n3-rnob1A, ioc.F31IC its 

0i C1i~.- that itcIU.Lty~fld CLp~L1 an1 1r cxc c11r -t imej I ul-go m ciat 

Ce1y 1)0 apjprovco as a cju.aiicci inst-"itioa 

http:00',0.00


ClI:T !I] 

CUNTR;L :.M!:R]C.!.' !,:,N.N FC:. EC'N"!'I C 
HO.W: LO. :. DEP' J TMLNI 

INTEOC:,TI O, 

AT OCTOBER 7 - 196P 
In Central Amnerican Pesos 

COUNTRY & INSTIT.'T ICNS 
BALANCE AS 

PER BOOKS AT 

ADVICE OF 
PAYMENT 
SENT AT 

PAYMENTS 
RECEIVED 

AFTER 
BALANCE 

SHOULD BE AT 
BAL,.NCE AS 

PiR BOOKS AT 

;ADVICE OF 
PAYM.EN.T 
SENT AT 

PAYMENTS 
RECEIVED 

AFTER 
BALNCE 

SHOULD BE AT 

- ATE MALA 
JUNE 30/68 J:E 30/68 jVr:E 30/68 JUNE 30,/68 SEPT 30/68 SEPT 30/6P -- PT 30/68 SEPT 30. 6e 

Bcc.Granai & Townson = Loan No. 1 
co.Granai & Townson = Loan No. 2 j/

Banco de Occidente. S. A. 
Credito Hipotecario Nacional 
Co.:a.ia de Seguros Cruz Azul, S. A. 
EL S; LVADOB 

464,430.06 
420,000.00 
270,713.20 
393,300.02 
240,948.39 

,763.81 

901.25 
-,2P3.33 
1,057.78. 

2,763.81 
-

901.25 
7,293.33 

455,666.25 
420,OOC.00 
269,811.95 
386,016.69 
239,890.61 

455,666.25 
537,000.00 
269,211.95 
3P6,016.69 
239,890.61 

8,766.67 
2,043.45 
975.69 

7,2@3.33 
1294.5c 

-
-
-

7.283.33 

446,6.5Z.S 
534,956.55 
268.26.-6 
37C,7.3. 3 
237,996.! 

Banco Hipotecario = Loan No. 1 929,115.5E IC,308.68 10,30C.62 898,799.88 898,799.88 10,463.3C 3/ - 8SF.336.5 
Banco Hipotecario = Loan No. 2 970,254.e5 2/9,040.29 20,007.029,040.29 961,214.56 961.214.56 9,q30.18 3/ - 951, 324.38 

Zc:c.aJia de Seguros Interamericana, S.A. 
Instituto de la Vivienda ,w/ 

236,842.12 
540,800.00 

-,289. 
-

3,299.,-7 
-

223,532.65 
540,800.00 

233,552.65 
655,800.00 

3,2C9.4-
-

3,289.47 
-

23C.263.18 
665. 90.:-

NI CAJAGUABancc de la Vivienda 1,934,847.83 16,842.00 16,..2.CO 1,918,005.83 1,918,005.83 13,592.13 - 1,904,413.7. 

COSTA RICAistitjto Nacional Vivienda y Urbanismo _4/" 962,530.60 12,287.00 1,2 7.O6 945,913.31 945,913.31 12,565.60 12,565.60 933,347.71 
TOTAL...8.319,544.50 - 2/ . 330-23103,890.42 8,215,654.18 8457,654.18 79,931.87 - 8,377,722.31 

./ In :rccess of disbursement 
2.! Extraordinary amortizations 
31 Estimated 

!N'. owes us extraordinary amortization of CA$ 196,175.85 

0p 
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~~mc~ £~'J".montwo tch %%1th a~ 16 ycar tceririCA 2:J~~';m Gmm eam, and 

Tucol AM'f th tsES YO to ITOCO P. 
atnil h~~~~~awC C . -atjC 

olm'.2mc.i0; 1 02 th book~Of a ccoun~t an d(1i ~ foi- at2Cum U inf - on i 

$ 0(.3, 000 and 110.' Jlu::n nowjV Z±n;collat:Eai 19'0 ctag. 0
 

11c Junc 30,) carc:yrcp : frorn 2d;anlk :ccvO.:.tl the follio..ng:
 

I Eh in2 f OXIC xrc.:. the l~oani ;7umber, the
ib~rc10.tv.r() C :fo:rn ( 

namel11 Of tl' ur x.c ' the .)oanlr~n~ ba) -I.ee anda thc! 2mrn-berofpye 

.Vby .1± A1± iO]2tCscJW *j.:' C1cJ.5.v' ?.t, Ilhe Maye a; Oc~on hnvo1 ve a 

mafovnt. g couj, of loans.. It given all t;hO o.oon~plus ) 01Ce Mtect ac ens, 

the date2 of. theC CmiinSia 2T10'gc4, the A~te the . I L~~Cis dc, tho szaOGs 

Imicc: of the homne, the amount of the mnonhly payrnent zlnd W1vflt 11he loan Oiould 

be, rpaic", dc,,o n to. 

?. Loan anmoin var-y fro-m an orig"iunl rnax:inmur of c.'A$ 9), 100 to an 

o)r~5 11;at. low of CJA $ £),- 00, 

3. Twenty s evcn loans are. doiirnjtcn four payments or more. 

710Th co).atceral agets;CA$ 1, ?30, 359. 1..O% tLf;Ues 

C A$ 8 1. 7. a9, 

IV.Ay general con-mcerst concerning pros ent 'Jlousekeep'.ng" practices will be 

set forth subs ecjuerittiy Eta.,;ic~'cn.~ao WAC) 2Yo)re ON' ).o:.;sF. 

to all loaamx 

M\4y -,P3cia. cC)±-jrm ,3a 1 on- 23 -jco C;i-.i a &, Tow on%,jc arc a r; folUlo ws: 

http:Jlousekeep'.ng
http:ccvO.:.tl
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wiLn li .; ri a rio A,;:Lr -tane, E.xa (ICA1 . ~i'U'hop~'rn~:ry 


oic~'jl J.A..'kv'~'. ~ nc
Thoy .)C 

i'?. 


CX t!IrC) C> C, -. r .'L :s l' i ,HIh~ AaC : .c la t 

o letaa i
'il.si ~lol(d bc: Ik %v.Ilii o cur.ecloaeoisd 

It ~\ehs at5 rr<'g o:~u~n~ic anduntl rcc..n-tly has not bccon very 

t~v j.yi2). . ~lsrcn~' o:e cien this fi Idi~C)n Ou~l' 

The dlocu1critatio'lCA$" !'00, 000 611" 20 year4ZLrC).'~ oact onl aO (.nrn. 

at hee of abour CA$ Z, 0.10; 000 pe]rYear and its
The is gO iA~ 

A hat ITi d ITI. i ldicatc t1-1 .oln onl'y Y)tia d11rbursre.d. The June
 

1 01"'8 cj tr rpor.t dloes no-.t "Ot forh delcinUencieS. The collateral

30, 

mortgaLes $ 11, 003 1 s. it hspledgedl otherggegtsinl con-iplctedl 

colaical hich has bocrn approved by CA EDEl. 

1 5 He able and vcll
The Guatemna).a City mianager -is Juan Carlos 0 .BII is 

Of the BRYnker s"FASS ocilabon (theis cc rrcint PrC'Asdentinformedccl D-C the 


!\'Tario Mo/r3y of the )3alleo jxirnobiliarSo)

imlrnedlia to past. Proesieont beingf 

so .under: bh1e- loan w5A.th CADJLI 5_1
thc qCalI~y5.n)sct.,Yotg3o 
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'&I ank j ~ 113 olifli c n :f:oYJ\ C)"130)EY to buy a')~rj~x I?~~ 	 lrx±r 

i c-< 	 6, §00,.fli O:t)'U(:cC I 3 o.;C~~l~r c.f ales p.icc o) CA$ I 

:c> i bad h'v~c4; to dlisclss 

2 ~C: . tiCC(~~t 8t 3.CAt~:. Of dl d.s cxib~cl bolovur %vaspractical and 

cw:.ccb2 ~ p;ntl.1)xii01, v~e'.' o)Jf b"-11Ain, sUch as thec E~axnco 6c. Ococ-ICrCTAL 4 

ll( 0 	 :2 inl .0~ co3de1c to) G10Ct. 

s 4,6 houscs c~op)cx) Guate maiilit City 

5; inx ci s . pi(c Of C$6 5000 The Ilnits; were, )' arm­

I'llc 	 '1ced1Ocidnt1.naccd (Z23 inl 

U"-)Cmte~ 

tod -Old mil. in1 two onth The bu)ildc! own adjacent lane, xeacy to fro for 

ovor. 4.00 rei"c wlits. Thec B~anco e. Occidclntc is 1es e nfinlancing1, a 

Sfrdc)0 1 Unit 3D]A'o).I'Lg CA-" 350, 000 as it Jack fun-ds; with whiMch to hold thoe final 

0i.t~cIt is proYp:'.YC2 tO paty CA23a fee of 3%/' of CA$; 350, 000 to CA$,,'00, 000 

iln cash now ino~iieat'o of a coril-itmolnt .terft orn CA)"!1 which incdi ­

pOarate .; the CC)21dovwnrf: 

1.* CA 1,_I U4On , very an acc C.ptanlc C of itsL cup: c .11d lyn-itmn-ot lect t Er r 0cive r 

tho I./( comm11-itmncit and px'ossirig ICI!. 

2, CA 122.ponlise s to buy anl 8o inte~ccst (ox I 00%/c if CA 13EI so clccLs) 

in i .1 -hvla 3. first ml-ortgage onl the houces in cjuostion. 

3. 	 T hc, houscs; will be build inl accor:dance. w;ith- the pl;-xn and specificati oilV 

Ihc;'xcCA",sand whchar CA )1 bo)o.e it- issuLes its commIrit.­, 	 pproVCred by 
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5, I'J6J).-A~u ununcc ccc nr'g We i ns~uran ce, goodi USl 

6, 'fW: lonz\.cai32 .-a incrc..; atU% on t to CINJI.and bc! golilnt 

'1. T1he ucc~rc ~ r. tVhc LnCO OccicI cto lkould, be. with rOcco rso 

a,,-aint h 1,) . T)) 1h O. :sCJ to i',uY at Pa'r ip:Jus accrued.j ban udo~igLto 

Witcrct':d ally .tuzn Jithat C ".±our:yC ort dicuqv± c niarc,
 

8, AIN~ )u.c,; w~oukO:1 c~ G-Latowndaan )'ILA 5.nsurcdi.
 

C), 'Ph~c IJ.t).icC eC( Occieik-.5tc \\'ou)c Inakc rc.guJ. ar rcOrto anrd handle
 

The 11T)in~n.wit .etUcr for CA )3V'1fC) zipprYoac1o has~ tho follow;iug, a dvantzqrcrs 

1. oL:I)c-* than-1 an iwitjal Wspcction and a fha i o o.,j 52O. 

)~C:O~iy.'Yhel IntCTysonn purfvornrng this worlzT do notU nccessaillJy 1Cetuir 

2, T.here is no ex.posure to CI. AI 6u5:ing thu course o1, construction .nc 

rsaJ.cs. CA flE recoivos coiltd'o pacges. 

3. '!'hecrcOiMtnent ad procewingi fee nect,.; the cost of initia. work. 

4, The M~*an paiac;arc. bankabic. 

crdtof i~l~r,~. 

6,. fov CADEI to 1).c 2Irtcipz.tcdl Bahrc4:~dOCi oi. 

5. The full. faith and the bcjhid each l oan, 

anco 

to wolAd I)- 'uc:~~f~~ii -CttZIppr)Ioach for, a ?,Osin-.rf the Corn2-,7ij±'-CnI*IoC to Z2$ 

)io'dsc~i.;- CL Is: Wc C01001001y if CAP .). isc the B3ancoE'.::lpvnntSn fl 

dC Occiic-ntc thalt CA flEX irl5.-tetd in' xccC-Iv.n-g otuch allpJictcn 
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thy~ coii~m;oil tLli,-- L, nco c7, Occiclonte. arc. I.ocl ovis~cr~ 

C)RT2)VYOJ, . 01Jc)j 3CA 3'\1 C) N/ 3NAP 

T~~~~~n~~~~sdoori~r~r :~uivn -. on~cnot h1-e ir3ifowilati onl in Imu ch depth1 

i t.; ,i5.natiocvi r cf~ r c,.r:yto is asr fojlows ; 

1 . XIn sc CfL;,$ ) , ("U"in) wicl- C-A$6, 03). , j,96I ha~bt~~lKci VAI-Io 

~. It rcccvdaC .',000. 00 loavi fro- CA )?3El on Septem-bor 29, 1965, 

3. Th] oi~i~t~ of 63 ho-uses: wast c o-1-nricncec, buc du.rilig thei cous e 

of con.structiov 0-1c ujrch s an re-co:vodth :s e (apparwifly c stablislc d grcup) all 


saar nCrCe sc:, U l to
io thec hosOb Wvr ipgja ded a s'ales price ovrCA$).0, 000, 

4. CA EH)and this bar:nk' h ve agredtht new\" moICrtE,gge WIU. bC f;Ubwti-" 

tWt 0d. This is neraringIf corn,p)etion. The yield to C-A *L-'1;- m-ay be increased frorm 

6 1/ t c, 

5.; Collateral appr ovod by C11 23E1 has been posted. 

6. Therec are. no rnrs 

It is; ry opinion 110M.LVL pr:o 1iot".on of the goalds Of CA YW)U axe'lnot as well . ,v 

by ealing wvith o5r buying rrrtages f-rom- this ilnstaltutionr as ojpsto doing 

http:1iot".on
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bu:] ,::, •v.. )i:,.n;c"' G:'r ) & '.vc .. j,, 2]3;:n cco, de: Occ 'iCicn:tc, .. o I~ nobi)]iv­

:]ril:! 8J 2f : Jrio:!; vo l~. r ';11 C c j1> tL .,,~iC)Il8U C 

. .,:. 1 c2 c 

''. . V" te .., .:'; o.]incd cr'c 1':t' bcn>::,'.m le loan packages i 'n 

Qh~'.]i-; P ].'clo urs'Lc ,j o fro th!; °moitu o-n 

thi-

CO ~ lY C.vL],.,(,, C U' A 2;U ].,:~ ~. .... 

'W'Ni' in. m)Yins;u;pance coyrqpn.ny, j anj ;d.:,:.n d by ],,ca..'dr ].4nYnington dint Ida. 

&OeOW w.r COMM of''mthinn th't hin 

ag. 1% onoz *pany~QYljrwrif- :2 VIurm (. inC'UK 8wid 1 .. C, 

'ii ,: in :.; ii tio:, i., 2i. rc.gt:]e.)in ." c- i v.'ol.' g v,,g, b-ld. cr s in causingt, houses 

to bc,,.,b it. ):I 1--.-,Cm ked upon iy C-hko1o Us l..oan wit 

i03 tran'aci",,n *U which C:ux, Azul could cu\'c3cn d:mrccciv ' pacccnt over" 

T hc 1o:~no o tic usual pa-ttc in. :he -4 loans that constitute- folow5 Of 

the: so-<a-.cd colltera], 37 wcrc acquired, in cffoct, t]W:ough the Banco Inno.. 

biiario andci '.ont:hly co].].cctions are being ha~tndled by this lattr insti.ution.' 

The co2ntcrai aggregates C1; 2.99, 730 ZZ. It ifs thcrcfore approximately 

CA$ 10, 000 short under the 80% rule. 

.- ight .oans2j arc: delinquent four paymnnnts or more. Cruz Azul apparently has 

an insurance, rccrye.licu-'.ty y:inol.:,cm. I lc: aca: thi. t is em, n, to sll 

nC.' ,t Oan C):uv Azu). cannot mect itsit poT;it]o2-1 a profit to " o Occidcnte. 

p'ob.(<::1 by .oling CaIx ' ; a l 801/. intercrstin each oar. 

I.f CA]:1 6hi:cs., and. I so recom-nnend, 3anco c10 Occicntc (or iEnrinca 1Innohi­

).ari.o) will Join with CA ".;Ion a Z00/8O/0% basis in buying this package from 

http:rccrye.licu-'.ty
http:so-<a-.cd
http:coyrqpn.ny
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wauic ~ind~M a) loans7uCr".Avail, 	 ZivChJ.. nit. Ok 

C 3 C:i I ju:~ :d6, Ihia mo ithr appeoar s to r ecuir c fil .r: 
.i~~~~~~~ 

vvas dsu1.g0of Me t~a~vi~ ficod inforiati.cn I rqceivocIc*~lir. tc 0 

cnce should bu ipadc to its natk.oa). hou'Ang
l c; cmjKplutig Guo Mu i , ::eorC:or 

group,
ins~.ubion kno.x' a Li'/. Thr.'onj thc: j oivt c f(Lc. ai o 1) JIo 

TAM cm Hous Dir.*cor 11onry SM -

Ii10110 Mei l.$01 )Ou OCcj cirnto an AI:D 

CIcvClCopCel 1b!\J 
pnJ,a C±mforC~ n Coopcxae:ti\c~ ho"SIig tract: ims buc~ip):Qu 

I-n.OU0cnc onnnibnant We)t
e>c' Occi n!s~~ an I];Ciaotwulvrca-'10) the 

tflI fa C: . a 3.1C)unt of v£on CA )3ALE-1 J; CA )1Mt. to puc 1as50 0, 8 1/ of aI11o Oge 


(or -C.)1 InCZm~Lon cA o3I
 
vwhichb \-'lV~ e. apCzin-datc). l; $f-/'65, 000 

of oiaol l.)6, 7Z0. oc). T:hc 
ML)t \.Ahcnl alCI if [1) loan is (d) \''2 mccl 

Under fficstancla)r() tm (.305 cxibC:d above
ccI1UtJs.;:1 Ic Lain aLcbch tion Lo, tho 


Occiccntc heading wouldI i-corporatic the follow2ill'"

Y'jaco cdo 

.O/1. YieldJ 

20 )TCILrSZ. T 0).r1j 

3. Sal C.S ).)];.c: Per unit Unldor CA!" 4,. 000 

)Iscuintla4. Laocati.on 

5. 	 B3orrower' Cooperzaiva Mi MGM4dco~,pL. 

(AV!is gotolf, a go.arailtee frorn6. INp,,rX \VOull guarcantoe the loan, 

Errjj~yors group) 

col M, o'L and have bc eon -1;j)OVed 'by AID:) 

8. CaI and Processing F7ec: 3 /4 of 1Vc.nitnient 

http:Laocati.on
http:inforiati.cn
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I 1ocohnn(.1n fliat Oii.,:.. pl)cati oil 1bc L'iv.' proivip~t Jb 'nI2yg. p. ­ c 

t~fli~{t 011.i hi-' c.cMrj UtilhU-11) i s,~z5 m,.vv-1.h CA)1'1fuj ovc~r six naont2s 

anid is ready t:o Tr~cicontacts Vito):! andpr.occzod .Ihc a~c r~to'~cy 

'J.herc are throe siiccar; n sa v s and loan zts socihtfans opoi'atlng in El BA-1. 

\?adoy ']Yoy arc~ if ry clasulJy sutpc:2vLsod and !hec iWvs app.our to be excellecnt. 

ThC top. pomaa Wf ev& Al Lhasa~c ir-tbjiucn: aye imoc~'' ((u.abl* aid pll Sack 

onWMS vO;' A1y :A ii.c:.r *.f cm at 9"'IA*; Us LO J vri1i;-l if 

2 2 rCHO 101.0. ;t JOA) of CASA.~ ; CKo ~ 

a (1'. WC~:c ;nwt thu LCYrfl.' of pn..i!ycky foiao'.'in a on the his p'oviOUSly 

CA$2, 0")0, 000o. 00 1ondto thc 1;anco I jpt ai.It follows the usual loun 

This is a pzivate bank. Its setc asF of l:cecerjbcr- 3). .. J.906ag e 

7 8,7Q0617, & c), lit ifhe sanic, ciatc. iout;iin g pcfo.lio, reae 

CA 16, 858,'5/0. It had CA$ 7, 344,, E40. 00 i-na.'I at thissaeat. 

http:1ocohnn(.1n
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Inn01 Me vn".' Nor:0 ] , , ,lyWON) C~irN , for Ohn purpos(., of di c 'sing 

his (quirl, ' p, t A d to - ...p.L a , :torar"O wh-ethor th " 1bank would con­

v rbLW 2].ri n ro !';]urc]na:;: b wis Mc:;cri,.b. above. ln.o had intcndcd to
 

i:cu;. O LOU : ,:c.:tbut. , r ]y ir. Gir' is nrot a hous.nrg rian. 


W:, of c:ouT :1 0.1. 0 and quOB( iJ,'iNW W.r..r:.aq V.U11 U 

. J rc:-'o.:;:'c aa co]cra...Cance of C $ Z., Z66, 649. 67. Mis is 

OVe.C 1 00, 000 short of t,: rcquiro. .yaJJJoCt., In. adiiUon the report contains 

lor, ve.nrer 

a. ]'[o cSW'v~e'ro:: in i: . c"he'e oxnic>:;.n--ale .ar'An loan 3 S556 (40755 Ange-

Ja TO ov'igyh.a. loan lmnce was (/ 3 9, 000 colones .. The 

ynI c .... . tC. ti . Oni Julie 30, 1]968 .2. s,i Jpo;o)d to be p-a h d1ov,,r 1:o 

1 C, 3 " 6 4.1 , hC , 30./68 103a' ,nco. ,,,'s Hkc, se ¢7 39, 000. 

Thc mno. th.y 'pay2nYnt is ;/. 1'/9. 67, Th: Banco Eloteea o a'eport states the 

Man1 i.,: curcnt! tai a signifi 'cnt nurnmbr of mistakes in thisThere to 1-e 

The imanager took the ponst.on witha rne that there are uflldoubtLdly errors il the 

report, but that is in viw of te fact tO-.N the CAM1Ei :eceives its payments 

proriptly, C1,1311 should not lb concerno. (See Chart III on this report). i0 

1 00% interestalso stated that he did not hnovi if the Dank could sell .' 840% or a 

inl the! colJ 1.aUlral loa'.ns1,'to but h- wou.d be happy to invcstigate,. ( 

took the posItion, on an entirely frinendly bzasis, t.b.at if the docuinentation was 

to be rncani gful. it should be rnaintained accurately), 

A r3Ugh eStiI'atC: on rny part suggests hat ap1pro.irnately 10%a of the collateral 

'loans are dolinquent fou .. o..... ore. 

http:ponst.on
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~ ,.' Y., C 1C! )Tad C uf . 1-7 11 .,a s! 

'1].~ s hC: n at-i cn 1 l y. CA,:; 560, e,00 of a CA$, 1, 500, 000 loarn has~ 

Z:2i~hb'2~C~~to it coc.~ to Chrl: IT, 

aa t!:: I'l 1-'11r.,tI .c:cSua )I C p. -CnClt 0slio C lo balance: ol tho '.C )~Ir d 

and ~llo1~fnc Of fft'jn: ico?ut-n ~ ot: J.1V-C~dc~ d fivc: shcelob-. xeoflbc 

ras i, sot foralb bW O\CV/ 

DoC).i tcs en-3.c: sCon £~Ct~ciOlS50, 841.5 7 

35.a3 15 F) 

))opoz'.Itosr C. C,. 311, 700. 00 

un Pta'ncow: ""'io r~c~r
 
DopsiosCucrntas Cocr.:iuntc:- 6, 43.1 75
 

00 

aoo 847', 500. 00 
L)!;~t~ a 1'hz I:iiocs847,.F)00,.Con 

\kp )orcrs ) Ycia .. 31.C.ti'iccionc s)ja Con 

liiV. A1D*O0$1 00, 000, 00
 

P~ odc Lo 4,000. 00
mvc : siono 
TotalUnua 1, 0649 77 33,2. 

MI1 Q.- .C)or,C " CornI,.i 6C(:lnaeor; 500, 000, 00 
-,1vt-1 cr; : ;Ciibo I a x 

alI\TAp 459 ?00. 00 9i59, NO. 00 

IDisponibilidac) 90, 5'/3. 3z 
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As Juu(:" thc '.' ., "' 5a1G C0 s0in:n, ;w C;D W inb:1.v'r ..in intccst accou't':.. 

/i) ­t . v.. . cc :.o:althe Zng.s loan011" fir sa and 

that W n± i . in awiJ.le to .INVA for the produc­'C 159, R.OD 

11. .,CLU'n J.C,].'C,S,,i:Othe usual pticrn, The Juno 30, 1 968 collatexal 

]o'. ,' NVI"'-, o..tc... laa12 2 of\J\ z ben outst'"nd%" 

CI; 333, 99A. There a r. therefo:re to he a ci.z. .:. 'hot:'1:age ot appr:ox:. 

y.t].y CA$ %73, 200. (ci..uncy o:. the pcpi't to callThu jo'o appears 

a Ioan ' cur-.t" if the las.;t p:-yu-mcut war maclc cvcn lhough one or more prior 

p.iymeat, ha~f hecon ccl aY'.zzend a-ot m-di. LoMan No. 33 fe:, c.-ampl.e, is inclicat­

co to I.)! cur.nU),t ye III eent loan CA$15, [,98. 93the : .ance io and the original 

loalebr i .3 ~:1 '%va CA.':; . no. 

It i' clear tha the rport form- shoulcd be cWpinccd, i also j.-cconinend that idle 

funds In. put to w lrkby ulmr.g .q; r'aes;, casem in the of Rinds car-rnarked 

for recd:. cpitals a'n uI,_,gcr-'tanc lig be cougiht with AID to prnovide 

the seed capita. funds to C:A, lot!2 as fc, funds and that thc CA$500 000 n1o 

longer be left in efect idle, 

There appears to be tv/o gro'ou:3 conternp].at'ing forming a savings and loan 

associat~on in Hondu.rzas, fhe opplr:tu-ity appearxs excellent prcvided the law 

is adcquate Although I cdic not atte.mpt. a serious economic study of the 

fearsibilily of.a sav;.ngs and loan a.ss oc.at..on :Ionclu'asi the following may bo 

rcpo;,tecl (hC'ai._;Cy 5.ou.Ac,0S,). 
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Th M r" Q to iuc as On ci7VSVI w as ti-

I!", incrv toaba L. 000l', u 00 is on ikh(u CC:p)5.s, The recon i jvCPin: in~ 43, 

£CJ: tuc: Kuhr; ni tr to C;><: ' Ms Nir;Cf 4 dn is bownZse pep can only obtakn con­

now-rc i ON>1 c:)SCw% ) fi Lac- hil'>8v c-. C 2 .. 

ai,(]J wI] v.'ocd pa) y c0 the. iaxh n ar'.J1IAL.,..l.. to ver t 

. /. SJo called( n~r~aq hon& arc ~ in Contrnal .Awlri'can 

contie .'th out i-Loa ic~ sina it is beyondi Ow~ s cop of this 

re ,ii) H]ondur~as thcsc::. ~~~~iV. % 

5,. HKo: 1d 5.va. docs not havc an F11A. 

.;aty (growth at ap]prox)'­6.Qc so vhjo and )oa] gr oup c: ira Lc s its Zr s 

7. Onc: .\ig;adICm proscrn t ).gis),.iLi on a1.cqcuatc ; 01C.!c~aO1.~a 

t ~n~ a;. lin : rbl a-nd forthconin"".othcx group b)i'csa 

8. I'.NVA ho.., Collc tcd)' 0, GOO in "a&vinz;j at 5%A into rcst whlich it wvill. turn 

ovo'r to the first zzavii:Z and:Win asn;ocha-.on ".'ich is £orroicd in lohndura; 

CCONWA V.iA DE: SANc;U! ';11I A.. A~ C 101 

T'he Le CABTEI loan is to an incuran cz c orvpany. It aggragates CA$?50, 000.
 

Thc 1).11n fiouic~.i the usual pa ttrn. The June 30,) 1968 WO M~toa
n£lowdc 


Joan ~ ~ f Ccs rnin) bcpralance. of C .34 9' 9. 5*.~%.''ijch w.ouldl
 

OneC 3Lcnmpi ra 'wU--s U:1$ O. 50 US.<; 0. SO
 

http:asn;ocha-.on
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a Wuide)c: 
can a~ crau.scc Wsu.;cs~, to bcu built by

Z.~ .cM 1ic~~ :. 

the qu'rlityar:0n i thc:Y10aAt~~a.,.-. a ; ~u 1,11 11UCS 

fvuV f0 ft that thc. coyn±it­ci Or-bi I \'.'CI..CL
.'.~cC;andv cl ::act- .~01 c018 .. 1101 

to av oj(' at bao;tu'o o~f the p:r oblenis; 
Innt iuct 'ty voncl oh '.)'$40 br, tj'.i :I5zec 

fact quite nice, but: 
J,!: Ch.- J:uI)sun 1wojeccts. TJI hoiuse; aye i 

.1whiicli 

' ar ci b1 Danin. N a 
nat c cinpicst;: .C5 Fandlie

J.. Strc '.ts hav 

havc 1. an. to).d Law0 e!A0 bhishoc, anA the otrcrght aind qua) ity 
rate Cont~racts 

of 'Lb e v ci .n not h w 

'Che 
proj ect,;, I. c~annJ-oot 11"3)pbu"t con fnlo-flC how irnpr ess.vc. 

("Vh~ l un the topi c 

One saaga Vis~ual ins.­
pvc jet in UHoundura's irs. Y):i'\AColosaa czsec. 

'1 
owinclev"bipl

CA unitur e co-.nb*bsn0c wi the prof
PCCtori thic u-nder ,;4, 000 

bal'oJCnvc: erionstatc6 nakc!L. it a sho'. place),
thtthe Uodroho.-fne 

than DN\A there appear to bc no
truth is~ that othcrWn Micusas the sinqApi 

wt1 tileC groat. nood for a savings *anc) 
regular ho~using n-sortgagn insi~Ltutic'fl& 


10al in o appcar ns;obviouns.
 

3 965 had CA$ 1 799, (486 inDeebr31,T,1h .,;tituto.' do 3a Viimi :of 

and ins pza 6 ztnd FSV.'. 
arests. It a cc ptn igs£suteph~ 
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1;'d CA$I, 976, 669 in asseU 
r 1c,,.crimn.vas fAWN. i 1 957 it 

p; of m'eLC mcJY 31, 1.166. it m"cV. 27 3("tn in 3 96. 

, 000, 000. J.his is a Yovc iflth ". .ivio a CAI 

ov Me savin gs and loan sys-
M~ C c~ntit:-,,in:; .u~an. IL also0 sa;r 

. I havc bC.e'rf told by.Idid10tg- ...Call&% c tCd V tSy, 

a
Ina mnd ": bJ.\,, or th-At Nicaragua has 

MI pCVi.. in - CN;uA CI'.v and 


a) rSon to contact it; NVr".;i
 
... . • v "bq s and Ki.anj ;'.r':;C2'n and( tl n thaL 

13. :..a ]RYc ,- thUMc a rc tl.0C Ussoci-tiors operating in Nicaragua but 
niM)y 

C:I 2i2LX not \vorkd.6 W,." ii n:Las 

in sset-; on IMcccrmber 31, 1966. 
]:ayco de )a vivicrchvt h,d C-JL$ 17, 034, 4M9 

C. 7. c),(CA$ 1. 00 Cordc;h-. ­

c touovl -. ttrn. The Eanco o ).la
 
I am ~Cavi. cd that 01c;. 


.. r is. I.T. } OdUccQ. i rCfloCt
 
W\vicn.da ,Tunc 30, 19 .- .L-


thc loan was
 
CAy, 217, 1 95. 40. Sincc the p:.in zipal bal;1.'acc :..-n on 

loan shouldl t, r'cduccc] by CAO.;I 61, 091 
'. B3 u Cic a1CAC l ,3, 


-] incru..:(c,
or altt rnativc:)y, theco3t.Az 


on in this porUc.loi can only bc desc:riebod as appaIli

The dciinquoncy SiLua t i 

pay nt more, This Vcprcscnts'c or
Over Z9ch of tli portfolo is dclinclumnt four 

appro*::mae~y CA $ 660, 000 i;.1rincip".l of col]ateral. 

sinty '.tys notice to rubnlit a(cWitional and subs­
;hon b: givonThit; instit:ution 

com-­or' to rcduce the balance of it.; loan or a 
titutioaal qualifying 3,nt-ggag-s 

http:theco3t.Az
http:W\vicn.da
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)b:ktion there ,. 
o to a..rrCh' ac ou ., L?tand u~Jr th CCOOLPt to) a7 t2 ' v).'C$1 Out tO q]

QC) 1~)y......:7iCY. C 

aryl ibisd op.ratS.ng and viliMng to 
. :,' loan is 

r .1.. "o•1til-d-j r. • •r -. ,. 

tievi , ,li c-1d6a. ".11C )Thnc \r • ... rf.be., 33:-::'c; <: 

C; S<~VL1A ~CA 

ng rcgating the. .. A ,00 0, 000, 
b 

,'?:b.C) tbi.y. '.c ,,cLlin Costa 

NC3c dc h vi.0n"'r ,7).tA iC;uVl. I its 
0f \h.': 1'c08naSto A m M A I M 

in thcto ass Q pla nig
natin.al housi.g pr oblc:in. and

fun 01 i. to UL-C o .t( 

1 966 its asnetscitics. As of Soptenilbor 30,
andl dowveic tilt Of Costa M~uan 

1 838, 353.2.73 a-a id.3 l-ouqing Investnion~s' toal].cd C.A$3.8,
tozt.)~dCA$ 26,-409), 

6. 65) The loan agreornent fal.ows the usual 
(C.'%I . 0 Colon s , 

pattern,~ 

a principal balance 
LFs Of June10 30, 1968, th0. Coll-tcrai loan import reflects 

Co Maal shortage, .tli-cfo.:e, apro:x-I at, CA$200, 000. 
Of CA$c 44, 1w4, The 

l).c b-.:u Ay payn-enct. Twnty loans 
not had a. ,r.int incheSix loans had 

oasit A NickaaguAsoat ofSe atCCa'but thoes.uaticofl Cios n'"ot appes 

http:toal].cd
http:natin.al
http:op.ratS.ng
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dc si)c i((~ J 95/ foclwo v),.icu3. a ppear b".Ww.( Irons;; rru qun da2s n andc 

on lir. V2,(:Voyo3.u~rc, of! couvwc, is not 

In.oh~' p.:ulu iAnQ; yqr Not LA,, two rot.'c.;bc. rc~inC1vc:firi. .! 

\ ; quat 0~n' by rcc ticing the balariccCi thu Ly 3101'sJ l): L .v.' i ying oa. 

OW&'C to) CAMA;L. 

TJhc. M)~ax .:- v to Cvic:K ccn'cional. co o: L §i It, t:oo, ofc1' . a 

a Wac:nr:.. cni a :u vlou sy indca tad, all bunku~ i C os Ltu1t a).'. 

Y)-; C. )ba\T bCC;I nni=130cAA'c !. ('1110 pnaoscnt.ryczn of Costa Rihca )a\'o-vs, I 

zonadio 'n b:,n~ks to private cantro).. ).-c dcis n'ot Lavo a nina r­thcir~v 

ity- ini IQd I.gJ an -ua1 othe0aa zn bankI." wvill lc Z.Watuvoc 1 n1i~ ~ 

nyoy issu in th 3 1'0 clcL T.A!"wreniy theare W: an- iritc)rot in crca tiny' 

pri)tc~ savinrgs and i o-.-n a~o~rr 

'f~hc )".'ncoa Na ionai Q~ C o.'L Pia.ha CA$." 11 3, 9410, 635 inw' saso 3c 

crmbC.)r 31, 31 , I C l A$..,1C' (;":93 inO5.n ~oLggs 

Its June 30, 1960 cObThtcral mrc~t (IB~M) midcatcL, CA$ 1, 1883, 400. 'Thj., is 

upotgtha- Cj 955, 761 . 05. The dc).ixcquoncy silcuaionwithin CA$, 5, 000 of 

is ck!'allcclinu o.A 1i can Colan 's as lollows:
 

DJ5.ncuanci s Am nt Nqo. of
 

Loans
 

Moxco than 9"0 cly 073, ("OF) 59 3313
. L, 
90 da~ys 7 2.3, 1)"10, 0 0 22 9.? 
60) days .1C t .39 10.0190,1 29 

30 dlays 3 , !5, 0,3 9. 2.?. 1)0 6.3 

Tho ncccd to ipvotlic dcc). 1t:cncy siut.nis obvious. 
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A c: . 1~-t ;~xg6 a:u ;ubn W YNr03 11C8i~;,a~u'io ~AMCAMe g job Sh ould 

W Cnrx Out. to bz2 coveCred ).Th: 	 Ui~.S CpointsLt1j, bcAnyirn6.inkl A111 

yonm no~ . to thei WHAMtUti :t anI Carlic 6atoadWC: inliicatcSen ~21t 2~s a~ 

1'- :~v t~;in 1:"C ;olu-v t bca Pa' cnaq: orn t(1he ~tvb'rs of each\ll'C Iade; 

jp'yrret F~ituationc~~..Jb.~.~c ap~a22to 	 Doa~jo1lat al.lowed. to 

Z. ?aro'en C;a stali .r±c.dfmn £ thc cjuarteuJly r cports on Bei Wai~ter=). 

3. p hcxrec staro foci for' Inonth).y cc2t On dclnquocics and.i 

(t o t:umCar26Of £)arcit orcmo:thly Tig on 

s et AoMt in CAW2EJ1j loyrns may 

r~uv ni 27 po Pt'~ 6 linquont l.oans~. 

fou Unnwt rahe:'. tlc twodoinq1 Juecy Own~f 

be )Yor2'e zqpr op:k>t: at this MYia). 

- , that the. ra . c~ itinn. ta2f a j)un. i"'u:.I' ill ztccord 
Mqui.c g. u..' in 	 prpc: 

31, 1 968I ?5 i ins"itulicnii& that tha DoconiberZM~ce..ul.e.Za.1CO With tlhe 

iot the.3-rvis 	 cc.iatowal and thnt to tha extent it doezsidictoadectunte 

y 1 966-.b:t).ance ct.n. to CA rnvu~;t bo :rcduo 	 *,tj J-,a~uy 15 

vhic~h ara, six: Inioitbs delicuent5, )Rcqtpire that z-l co).).tr2.'a). loans s ay, 


or: rnoa', bo cfiyina Ld froma Ot collateral prtiolia Wier through replacc­

owedl to CA EI
 
mn,-t wil2 a quJli.Lying,? 10-%112 o3 a pay dow 	 of-, the( balance 

c:A dviso a) 1 bo)rr 0-wc.s no0w and 	indicate Ntt thu situation must3:t~ shold 

case of Nicav.agvia it appcars that
bh: cov).ectcd 1:" Decemnbc-r 3) , 1-968. (In the 


b hoed SoC thzat it is clear Ehat C 3i fiesr
 an .m2:jtnoig2c 

V10).1 &den71MnCI 12LY2IT31 n )Ijil1i nu2y) 
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6. 100040&~ a Aon.Jo1r Mai hoi ol Lhoc flcoc L:.oan )p c~ c ~]i,. 

in~~it:~?y c::::t tli c: )V. ~ icc )2:o:i.d.n andc M'ticro. Th'ist 

11, KRUM])1 and:.5 f; ~oC'runflo J..OIC lac n opriionmools. 

:13The Thas~ pr:ci l 1cJn aM~pegr~ fo CU Co 

Own iv\'te S our ccr coic=.hno cd 0.uit))-!~.~ ~ d 0CU20.;1tO-Aion (%which I have 

j i atd..b(2J, cvC to QO ~.iC:Cuqutc) or on thol do-±od?-.ng 

t11. o-u"1L 'LII .chas r TV pu 'reC onzmantrijthe 0 of. cotgages.; ~ 00ol nunb 

fivro ic to oui-,Tn t",C C~p -cn ona). g'oi). bathu I~balkjvc! sLB~houl.d sockh to attain 

-n :0 to;CL forth1- V111:11 '7rjC~c ie~ Ocf SopOCiiCily' VIC; LpyrOUCh I r'OC orl-,eflo to 

It 1hou).d alwvays bei he fart, i.L socnir; to ine, to b-aild on ex.ittIing institutLion,; 

mid 5.ns;Utuli onS) r.;tr cturcs It B.:for this'. rea;o, for c>:ainp)e, that I have 

re conun0fC&C~d 'Cht CL :m, Ars a 1)xi\',ato bank with­C::porc,borrowiw-±'Ci f-er 


out changling >i~;8 ioun~lac 

It i S~j & --n±, i on toa.r a7.:a thpegu1sso w el. c;tctcb-; -Dcclar;.tiao n ta 

MAirh~N"' U.~J-) and So c...t for.ti in the No'rns cand Opraing P~c~ 

http:do-�od?-.ng
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"ce;conwIt to buy vo~tgap aniA .1ip 	 ~2~aw ;in cas~h Dorw, 

.ji .'~ CAMIE to Woe~ nlowc 
Z, Then'.c inortpv s j:j~~.0 

C 3tc 1 Ii 100 Oini-,tOr- (Ist in
3. 	 ficcuptanec of tho ajppraV'~of.' 

~ WI5.irr, institut~ion lre~1* ~ : ;C i; agnC~ry, WOOScthc 	 is; at K 	 is 110 FI 

flic Y~alco BUIpO'Ccaia .1 *.
ande:: t rouncl inctitUNK± (all CXany). Mih 

~g 3.on 	 05n.-o 2 Cenj-tral~.Ag C cyo::tc~uvan ~~x vai;:.;z tlh 3an) w.hic~h 

~.1ci2 r rcqtuir-:01hla,- st;ia -gth. sh ould b 

c-1 houldc ' rectrictcd to C1.$6, 500,6. 	 Salc!"; IThrIC.cs so~c iti)atoy 

of Cf*$6;,, 500 on ni~4e ;appoars practical at thit; dato-c (Thepttr
.1 cc-1i)ig 

tendles 	to beCissoc.atio'asill Lai" An n ccflZ)0alnev no w ingr. aned loanl 

the beg-innling. ~Th1is ir;
that they maeloans"Onl 'pperC flTnddile in come hlokSin-g inl 

-fer S-;lcc: the railmber V.
unocan;hebw:causz it is prbabCy a snias0.r. 

oec' the SavirigS' anld
fan-ilies b- thei n-iore Oxp ;nsYj yecatg,' ir i, t:, 

lowrc and lov.er in pr.ecO range. The. 
3la sociatil.n find thcd: mrin5-kets mroving 


Ullis patr n h ane ill p :oIab).y
to o\'2 denceC;etA1ELD iYarket appwar:st 


hold t)ruc tijfie ill El 'Sal~rad or kalcraguia vill, 01o HIke wise in myOpinion).
 

http:IThrIC.cs
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~~ ~al, Lup ic(I &c 111T by tii.. AP~q MALI)oft~MU Tha L:-l Djari.­

moi I..010 tav 'Tm :muonain pho in WO' onVc SWUf h i'vc~tzaddcition to 

the jp).'.Wi& of Wj~IM'n', Ow Ast jupws :2Cf loans; inf echC Kid the writc-o~aS counMT~ 

in ... MO O~MInat £ter ill a~COwLt:.; full Lima attoayMY .itC 1CUM . MCcI 

'cl'my ~JCc~.sr.T e~t~ I~rtoi roi a c;Cnlr3ultircg b:.sis
 

0(m4d WW!c, Tb ovarhcad s tyuctu ro'"l. 1:.,oil a and relaI"tod
 

e:L'2'8i~.))L2~.' CS(P=i2~SC) mcXc'. the VC'AWcjo of i'~gg O\'JiO3l]p by 

CAM ino o, bo rU" f- CABICY3isK100UR ;"y '7;"j; .5,000, 0 C? WCiv!4 

MOW5 MA~ i t borro ws; at 711~ andJ A '/ith;I10)2'b]M.1 TOCfif~ ).CflC 

i q~ W overcW reqcuirCY~mM rnaryin. 0bv ouSlyr aS theo )]Ione Lan cj-r 

iicit grw MV 2 ~O'C ha s to L)C mboQum'. i'cC 

8. T c! iro tituS coin with wonCA DICl ta'an.s i cts iui shoL culd bec 

recjuived to prf1orm as many functi ons as pos sible so as to hold tE oveIRhe Of 

CLD1to a mnimrurn. For ex:amle;l in wonn1Vctiei with -omrritroent Jlcttcr',; 

CA ~~htdepcici~-~upon tho transanctim r'cluire the selling instituton to 

pay CA 2321:1S lefaZ.1epne If C l.coul.d havo all1. SoJ~ing institutions x.ttim.ie 

IBM prognang cards and mnany alreadhy are CLIBY1? its elf could havo its 

.OC0Loan Depart).jmt po):tlolio cornputerized, This could prove ver.y 

advaisigeous. 

9. . An Advis ory B~oardc consisti{ o)' one or two rcip):osmitative's N2om­

echebCountry sh ou)d 1)0 CStabli si ic for tE Ho'n-c X.-oan :o partionle, Tbhese 

http:x.ttim.ie
http:jp).'.Wi
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~ J .L..t:T 7).1X'YC ' 0)Y:i 1J:.) 0 R~ C E 

a.:71 CNII) i) MCI CCI) ). c.~ )::; :e'c. 

U.M.:~C;, coln VAm:~ to fth hk. and rnaintaiin 

Mcatio~iship "Ob sai and "O'th Ouler. OMC-icor aned CICp') Lm-CIItr 0of he 

AQt; C).") Car- 13),111io~ 

and1) avt th ~b-noa oan :~~t nlI~iuto~ h iac 

cc. Ms~.~ juc nicnt5; to bihn authoylx~cs an,,1 inzdko thei icccsso.ry rciconY­

d. M~h~aa:1,a nnM for. the cdaboyation,- of sp,: cia). situdi c's 

ci.~~hscarc in-±ancia. an±al-y .. h3. 

b. iludit 

d~Contrl~ andceis~p-vis c guarzoitces
 

Control. di~sbu,~rscnts
 

f. SupJC)Visc: and Contr'ol ).:nito LuSc)'s 

g.. 1F.Jab oxa te mo L ai n Cbic.r;
 

b, C ontr o).l.To :'~ io and intcres~t pay' clnts.
 

http:icccsso.ry
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cc.io). Mcnnn 


S.~uricv'5so projecls, inxcluding tt, Thyig out of lal-id for building, and
 

control3 costs.
 

a, upc'is and ujl of funds: 

R, Iccc''n~nitL Unn~cHi~ and M t3.;tio. '.,±L v:alat to loa-is nmalc to the l.vc! 
Occnr,a d conre V.'t:Y~nitiniu~~~~~~~~~or~~~~ 

)1~~ ~~~~O . sl-)2I C2!c .' j.in.IfnlSLi~ C ~lr~ CJ',1 

b, i. c.., c W yca.*tt of c~r~::Ict 

~ ~ o T,~. p..C:inds~, hanziIng of dch:urse-*J>.h ~~ ~ .~C:aymd~.~... 

;1,.~: KCISn nw cplic, a'.jtiIi: ofic J Chi.~ca1P..5 

C............. r110W 14 ,ru tU s W N ,ec
 

no'C! "'.Y*11 ',)---nt c'* ru*n M ur , t oi-eing Lo Chicf' s in Etruc­

.~c::nd~ ly p:n cstvawIcal gra~phsc 

do )Dirc;C 5-awp o.n. iity Cv:M05 

s and drocuniants 

C. a of 

C, Trnhax ofcrepnonrp 

£*Diactn2 o:-J, ta'an.;cipti and typing of coxropnccncce fo:r other IIL))'s 

go Rocc5.V, ekisi ibul ion aJd d3c)ivcry of inai. 
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ct; ! ~(>Y ~i t::±n ~ onand1 typing of th- cor):sfc-ncce,~i ~'p~n 
r ~~ ~ .~~.v'17.1 ,:ulnaC ins ianes fw:~Iotho A ngChief of I-IL.. 

C..: and Iyli of MUM!~~. gra~phs 

0. )OMC:C>, dist~ri utioi n ci Jivea1y ofJ rnail 
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1 
) a: t C)~n ~ ~~ ~~ \~(C, Ii c:i.'';J, ""l ci~ coL.1, ~ ChOJ cl 1. 

-1 i: J., C! I: C)r ,-I.; :j c7 . 1c'.%, %.a)) (1.11i C)oIIc ch 01, . a 

*i,, 

~tV~ r c sCi~Oa~* 12 c~y V'oly 0 t..Sz i adv.tar at thoI 

inoa uc wich boY CId axixnuln.alcnti:I 	 i:;:cCC:i\'Q 	 ,Ift.L ho 01 bc 

I:t oc ol ''~~jua All c2.cetiolt i., fund"; rccjuirca loa7of.yout 

combo:.atny ~iJane . n an.; 51o1001," it.:').f inl It poit'iCWonocPI:cxICod 

4 approvcdhaic iotaC upravhbo to itfrimch o ucac 

'by CATD'J ad edyfo cqi iic so that Zas ca.01 is, a\'ailablc m rggc 

vXshulhaci pa.f cash rocci.pAs tllr ough) thc vn:itingpurh acel par C.A 

CA 33I3. I Oni Y.,oall )DL3: ,n1-1­of on~~ii~nt 	 ttrsas dsc'b zlbovO2. 

ma:c! tv,'o. ycar pr ojo ctons whicha are fair)ly a ccuvallc,can r ca).i.tically 

)':.3!*COM3LEN D.1%TION i,, U -i ALY ) A3 D ) OAN~
 

CL-* 1:3)"! ]*iI.F pr.3dinc, bcloxc! AID V.n pp)icat."i fo7. a %CAJ$ 15~ 000, 000 loan
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Sij D4 A A J, 

CA' WY~ llumn Lmn 2cy mit is opmativa, IL nor-cd T\ ig Th,. v
 

Vol~.C~t bo*~ r CYII*'.-,-:;3oud Ow, CA
W as r fro r C:m.,,C( ti±,ir~t Ci' 3
 

to (1c) 2.3Z Cz~sL21 fl.. :, t~s C/Q3 sMc:IuO.6 ,h:c,~o~fa wbeta~~ 

PW i.s n u2 bc;i )il j'OfO O WO~lel. and if t the~ po5C.)i'o.i.C).o coc Ii:ced 'to 

b~ia1I~~c'cii.LzJy G 3XXShould c~ca n ALdvs o 3od."y 1:C) the Hllome 
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Ym Lnn uarotwoplicon ld poceure IT=loa ChawasAncethed-c 

a'e*MY~c CL:? SO;~: Ov ac"IA ~(t a'~.2~\...j~ toapor rie that 

1,:cD Is val Y ~:i' 2 

Al tort~1 :nm -J C'o lu- n';:, -.P n: J;:IM 10m.:~ (Q; lonn fnd~ Cos.t 

3.~ ~~ i~* aj1 zo C)Vt:). 1N. t ';o as to :CCccivo. 

to 

,I col '* i I. I .* , 

ca 0 is. ~1v~~~~ ~TV to VI.C costI of undk; to CL LI'LJ to 615/QorWOO;;~ hold~c 

4. vic'v. o.fL the. WiSA~ A thi .... beconsca ay to c c;:mnJ Ctc an PA IDR Ljow~ 

%voul int.~. Loan Cluan. &APtC. bea 

czV.$ I .-) 000,' 00 nlys~s WYD racscc::nC a rw:cuCtjCO-j, CA ))L C C) -.UI jp y fLi~ 

buy CA$ 6;, 00Ci0, Ci0)0 in~quaV YA. t WayZO iO,.n~ 

Skv ay: suoash ViaC a hsfcmght be 3W~ at 

12jac h al('01 ),-'r1)or 

It Ccu 1 OJl.A.dh Icm fo C'nfo)C i"-1 LhcGo(; 'oMYL23f,0 plachC £CJXtan YnfiIU;o 

I. CADE!~i Ztm~ f~o~2rCO~tCrom. A, I. 1% to)pride~h ".Sccel 

Ca~:~:)pi.c z. I amn souc Mai i.n Hcduas Titst~f cb.J... be.~ a SCpa3­

beOate~ Contract, C U$Sion. ; Cvo -CrCcrni1n:I,(--- CL _ZS 

http:OJl.A.dh
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BANK OFFICES 

The main office of the Bank is in the city 
Tegucigalpa, D.C., Republic of Honduras. 

of 

The Central American Bank for Economic Integration 
(CABEI) is an international institution created by an 

agreement that became effective on May 8, 1961. 

Edif. Banco Central 
7th. Floor
Phone 2-22-30P.0. Box 772 

Telex HT 103 

The member countries of the Bank are the Republics 
of GuLtcrnala, El Salvador, Honduras, Nicaragua and 
Costa Rica. 

The objective of the Bahk is to promote' the-
economic intecration and the balanced economic 
development of its member countries. 

I 

There are offices of the Bank in the capital cities of 
the other Member Countries: 

Guatemal.: Nicaragua: 

7a. Ave. "A", 9-30 Edif. Banco Central 
Zona 9 14th. Floor 
Guatcmala Managua 

Phone -5722Phone 7-24.41 
Phone 65722 

El Salvador : Costa Rica: 

Edif. Banco Hipo- Edif. Banco Central 
tecario 6th. Floor 
San Salvador San Jos6 
Phone 23-48-55 Phone 21-53-77 

I 

. . • , . - *1' 
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BOARD OF GOVERNORS BOARDOFDIRECTORS 

PRISl)IDNT ENRIQUE ORTEZ COLINDRES 
ALFONSO ROCHAC DIRICTOR- PRSIDNT 

MINISTII'R OF ECONOMY OF EL SALVADOR 

JORGE ARMIJO MEJIA
 
ALFONSO .',.OISES BEA'TRIZ AL..S..S...3 "DIRECTOR -VICE PRESIDENT
 

PRISIDLNT eO: I'ANCO CiENTRAL DE RIESERVA
 
DE I'L SALVADOR 
 ALBERTO FUENTES MOHR 

DI RECTOR 
JOSE LUIS BOUSCAYROL 

MINISTI:I OF LCONOMY OF GUATEMALA JORGE SOL CASTELLANOS 

DIRECTOR 
J. FiiANCISCO FERNANDEZ RIVAS
I'RLiDENT 01: BANCO DE GUATEM*.%ALA.... -- ODI AM. .CARLOS MANUEL ESCALANTE 

DII "ECTOR 
MANUEL ACOSTA BONILLA 

MINISTER OF ECONOMY ANI) FINANCE OF IIONDURAS - -

EXECUTIVE OFF!CERS
 
ROBERTO RAMIREZ
 

I'RESIDEN' OF iANCO CEN'iRAI. DE IIONDURAS
 
Rodolfo Silva Vargas 

Executive Vice President 
JUAN JOSE MARTINEZ 

MINISTIR OF ECONOMY OF NICARAGUA Infrastructure Treasury 

Carlos A. Erazo Rolando Quir6s
GUSTAVO A. GUERREROPRE IIENTOFB~hCOCEN)ENIC UAIndustrialI AL RA LegalPRESIDENT O'ANCO CN.RAL DIE NiCARAGUA Nuftal( Alvarenga Juan Miguol Mejfa 

OSCAR BARA-ONA STEERousing Secretariat 
MINISTER 01: FiN.."NCE OF COSTA RICA Rafail Callejas Antonio Membreio 

Operations Accounting 
OMAR DENCO OJREGON Fernando Jimtnez Mario Castahicda

GENERALMANAGER 01: BANCO CENTRAL Economic Research Internal Auditing
DE CCSTA RICAanPrmto 

and Promotion
.OlivioErnesto Somarriba Domn'nguoz. 

• . . . . 
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BALANCE SHEET 
As of December 31, 1938 

(In Central American Pesos Note 1) 
FINANCIAL RESOURCES 

Assets 

CzW:uin banks 

Short-tcrm investments 
Loans outstanding
Accrued interest and 

other ch.arges
Land, office and 

transportation equipment
Other assets 

$CA 1 1:7 112 

16 471 233 
54 981 456 

1 776 025 

507 230 
585 67 

To fulfill its financial objectives within the process ofcconomic integration of Central America, the Bank 
has the following resources: 

Capital Resources 

The authorized capital is $CA 60 Million of which 
$CA 40 Million has already been suscribed and the 
rest is now in the process of suscription. Paid-in 
capital amounts to SCA 20 Million and, recently,
$CA 12.5 Million has been called for payment. 

$CA 75 468 S03 External Long-term Resources 
Liakiihics, Rcnre and Equity 

Accruud interest znd 
accounts payable 

Lon;-tucr debt 
Fiesurvo fcr ctf-4)!oyco 

Liabilities and reserve 

$CA 433 8563 
50 G5 407 

-. 

239364 
51 392 127 

The ,zk has received significant assistance in the 
form of loans from international financial institutions
and from ftiendly countries, as well as valuable 
cooperation frormi central american and foreign banks, 

-_as detailed below: 

Millions of $CA 

Authorized capital (60 000 000) 
Su.cribed -
Ucaled port;on 

Donatcd surplus 
General reserve 
Current year results (Note 2) 

40 010 00 
(20 000 000) 
20 000003 

2 165 163 
1248 765 

662 748 

Age!ncy for International 
Development 

lnteramerican Development
Bank 

Spin,Mexico and 
The Netherlands 

Bank< Syndicates of France, 
Italy, Switzerland, 
Belgium and United KingdomPrivate U.S. Banks 

82.5 

42.2 

18.4 

36.62.2 

$CA 75 430 803 181.9 

Notes : 
--ots:The 

1. The Central American Peso (SCA) is a monetaryunit of account equivalent to the United States 
Dofac t eorder 

2. The fiscal year of the Bank ends on June 30. 

Dor 

Bank is carrying out ncgociations to obtain 
additional resources from some of the above 
mentioned sources, and to establish financial 
agreements with other industrialized countries into further expand the diversification of itssources of.financing. 



FINANCIAL TtESOuRCES AT THE 
ENDOF EACH FISCAL YEAR 

IJUlE 301 

. t3.cpta,.oulc, 

E.t,.V,.0 oJ| 
,. _ Jotc, _institutions 

-

S .;. §* 

FINANCIAL ST--RUCTURE . 

The internal financial structure of the Bank is dividud
into three funds. 

into hr" fnds.guaranties 

OrCinarV Fund 

The re-o-rces assigned to this fund are primarily used 
to finae r cl rustrial projects and pro-investment 

studie. 

lrl fcr,-n r F: d for
 
Lconorm~cI nte .Iaticn 


The resources of this fund are used to finance 

Te in,'rc e proect wich are s d 

rcyonail infh'z ,rLlcre* projects w~hich ore selected 
accordin, to priorities of the integration program.
 
Home Lo', Find 


The objective of this fund is to develop a program of 

middleincome housing, giving assistanice to financial
peraing inniamillinsotituin , sitane. 
housing institutions operating in the area, 

-. .~. . . 

MCLASSrFIED 
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ACTIVITIES OF THE BANK 

The financial assistance of the Bank is channeled to 

projects of the governments, autonomous public 
and private firms of Central America.

These projects must be economically and technically 
sound and must contribute to the development of 
balanced economic growth and integration of the 

1 area. 

To provide this financial assistance, the Bank may: 

-Authorize loans to cover the cost of feasibility 
studies 

-Authorize loans for the implementation of
projects 

F -Invest'in capital stock of companies 

-Act as a financial agent in obtaining loans and 

-Give its guaranty to credits obtained by public 

and private concerns 

-Authorize loans to investors for the purchase
of capital stock of private companies 

Also, in order to stimulate the implementation of 
projects, the 3ank prepares reports on investment 
opportunities existing in the area and assists in their 

ipromotion. 

There are other activities carried out by this 
multinational development institution, such as 

participation in the making of studies of important 
econo;;c sectors of the area, procuring the necessarycoordination with the corresponding national 

corination ittheo orrespatondigs aioainstitutions and integration organizations. 

..... ~ .-.--..~ ~ 
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APPROVED LOANS 
Up to December 31, 1968 

(Amounts in Thousands4CA) - -

Number Amount 

Pre-investment Studies 50 5544 

lnvetment" 

Industry 134
Hotels 537139 2095 
Electric Power 7 3 678 
Highways 21 74 290 
Housing 12 10 000 
Other 9 3544 

"! 192-- .- 148 220 -

Total 242 153764 

One of the significant figures in the chart above is the 
financin, of industry, v.,hich at first ,as concentrated
in traditionil industries (pririly textiles and food 
products), to be broadened later to intermediate and
metal-mechnnic industries which permit a better basis 
for the industri,1l gro'/Ih of the area. 

Another outstndng figure is the financirn, of 
highw.'ays; in fnct, in this sector, t- Ba,:k h6s given
priority to :hr construction of the Caut:al American
Highway S'stem which lis rut inportance for the 
operation of the Common Market. 

The f;ninci,-i; of -i;v,.,;;cn: .r' anstudies has been 
im1portan" kctor in de~;, dinr ti~e fcsibility of 

0ios,mynn impact in the 
economics o0"-,eata, as w ll as inth,rrtion highways
and other infrastructur: proucts of regional interest 
such ;s the Central Arncrican Telecommunications 
Network, the Fr:gioal Grain Storage Program,
projects for eectric interconnection c nong Member
Countries and projects for the construction or 
improvement of major ports and airports. 
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CENTRAL AMERICA - Central American Bank for Economic Integration 

Section 222(a):
 

The A.I.D. guaranty fee will be in an amount consistent with fees
 
previously charged for housing guaranties authorized by the Administra­

tor in accordance with the powers delegated by the President.
 

Section 222(h):
 

The rate of' interest allowable to the eligible United States investor
 

to be prescribed by the Administrator will not be less than one-half 
of one per centum above the current rate of interest applicable to 

housing mortgages insured by the Department of Housing and Urban Develop­

ment and it will not be more than one per centum above such rate.
 

Section 223(a) and (e): 

The "investment" and the "eligible United States investors" shall be
 

such that they are wholly within the included definitions.
 

Section 22L'(a):
 

This project meets the intent of the Congress.
 

Section 224(b) (2):
 

The sponsor of this project is a credit institution in Latin America
 

engaged indirectly in the financing of home mortgages.
 

Section 224() :
 

1. 	The total face amount of housing guaranties issued will not exceed
 

$550,000,000 including this project.
 

2. 	No payment will be made under the guaranty for any loss arising
 

out of fraud or misrepresentation for which the investor is'
 

responsible.
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GUAItA :,Z AU'.HORZATION 
UNITED 	 STATIES C0z;,DINATOa 

ALLIANCE FO. PROORESS 

Provided from: Investment Guaranty Funds
 

CETTRAJ >,VJC: 	 Central Amnerican Bank for Economic Integration 

Pursuant to the authority vested in the Deputy U.S. Coordinator, 
as

Alliance for Prooress, by the Foreign Assistance Act of 1961, 

amended (FAA), a'd the delegations of authority issued thereunder, I 

of a 	guaranty pursuant to Part I Chapter
hereby authorize the issuance 

exceed ten million2,.Title iii, Section 224 of the 	FAA of not to 
of not to exceed onedollars ($].0O000O00) securing against losses 

hundred prcentum (i00l5) of loan 	investment(s) by an eligible U.S. 

to A.I.D. for the lons-term financingInvestor or Invostors acceotable 
of mortgage credit institution housing projects to be constructed in 

Central Anerica. 

subject to the following terms and conditions:This 	guaranty shall be 

shall extend for a
 .... 	Terrm of Oaranty: The guaranty of te loan 

Oeriod of up to twenty-five (25) years from the date of the 

respective disbursements of the loan. 

The 	 rate of interest payable to the investor(s)2. 	Interest Rate: 
shh.ll 	not exceed the allo-iable rate of

with respect to the loan 

interest prescribed by the Admiistrator pursuant to Section 222(h)
 

of the FAA.
 

shall 	be payable in dollars and 
3. Fee: The fee 	of the United States 

shall be one-half 	of one percentum ( ,) of the outstanding 

of the loan per annum.guarantied amount 

Bank 	for Economic Integra­4. 	CABEGuarant-Ly: The Central Aerican 
tion shall provide its full faith and credit dollar guaranty 

of repayment of the loan. 
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5. Other Terms and Conditions: The guaranty shall be subject -o such 
other terms and conditions as A.I.D. may deem necessary.
 

Deputy U.S. Coordinator 

Date
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DR.AFT LETTER OF ADVICE 

Dr. Enrique Ortez Colindres
 

President, Central American 
... Bank for Economic integration... 
Tegucigalpa, D.C., Honduras, C.A.
 

Dear Dr. Ortez:
 

We are pleased to infoz=, *you that on the basis of your application 

dated September 22, 1966, as revised and amended March 28, 1969, and
 

the discussions between our respective representatives, The Agency
 

for International Develop.cnt (A.I:D.) has authoiized the issuance,
 

within not to exceed one (1) year from this datE of a guaranty protect­

ing against loss of one hundred percentum (lOS)of a loan investment
 

of not to exceed ten million dollars ($10000000) by eligible United
 

States investors (investors) to the Central American Bank for Economic
 

Integration (CABEI) for the long-term financing of housing in Central
 

America.
 

The contract documents will more fully describe the purpose and method
 

of utilization of the guaranty.
 

The authorized guaranty shall be subject to the following terms and
 

conditions:
 

1. The guaranty of the loan shall extend for a period of up to
 

the respective disbursementstwenty-five (25) years from the date of 

of the loan.
 

2. The rate of interest payable to the Investors, with respect 

to the loan, shall not exceed the allowable rate of interest prescribed 

by the A.I.D. Administrator. 

CABEi shall provide its full faith and credit guaranty of
3. 

dollar repayment of the loan.
 

4. The fee of A.I.D. shall be payable monthly in dollars and shall 

'-be one-half of one percent-( ) per annum of the outstanding guarantied ­

snount of the loan.
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5. There shall be submitted, within sixty (60) days hereof,
evidence satisfactory to A.I.D. of a firm commitment for the long-term
 
mortgage financing from an Investor or Investors acceptable to A.I.D.
 

*6. There shall bt submitted, within one hundred twenty (120)

days hereof, a draft contract of guaranty and related documents.
 

7. OBEI shall utilize the proceeds of the guarantied loan invest­
ment only to purchase participation in eligible mortgages except as 
A.I.D. may otherwise agree. The percentage of participation shall be 
no more than 65% unless otherwise approved by A.I.D. Eligible mortgages
 
.. defined as:
a 


a. Mortgages which arc placed on dwelling units the construc---­
tion of which was completed subsequent to the date of the Contract of 
Guaranty; and which was co-Laenced and performLed in accordance with the
 
technical standards of CABEI.
 

b. 11ortgages which are placed on dw:elling units having a
 
sales price, including land, not exceeding 4o,500.
 

c.* Mortgages which have terms of not less than twelve years
 
nor more than 20 years.
 

d. Mortgages which do not exceed 900 of the sales price of 
the housing including developed land.
 

All parbicipations in mortgages so purchased by CABEI sihall be with 
recourse against the selling institution, and the selling institution 
shall obligate itself to replace mortgages which are delinquent beyond
the standeard established by CABEi and approved by A.I.D. and shall agree
 
to provide mortga-e servicing in all cases.
 

8. The funds disbursed by CABEI for the purchase of participation
in eligible mortgages shall be in local currency in the various countries, 
which CABEI borrows from the respective Central Bank while simultaneously 
lending dollars to the Central Bank; all in accordance with the agree­
ments between COAET. and the Central Banks. 

9. CABEI will purchase parti ciations in eligible mortgages only 
from the eligible institutions agreed to by A.I.D. and CABEI, unless
 
otherwise authorized by A.I.D.
 

10. 'While allocation of funds to each member nation in CMBEI 
will.bebased solely on demonstrated need, demand, and capacity to invest,
CABEI may, with the approval of A.I.D., offer to reserve a specified 
amount of the investment guaranty, for a period of not to exceed 12
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months from the date of the guaranty contract, for utilization by any
 
member nation(s) not immeJdiately able to demonstrate capacity to .properly
 
utilize the investnent. in such case, cABEI shall specify the steps
 

which must be taken by the member nation in order to provide such demon­
strated capacity, e.g., the enactment and implementation of legislation
 
creating a savngs and loan system.
 

11. OABEI shall, prior to execution of the Contract of Guaranty­
by A.I.D., have established an Advisory Cormoittee in accordance with
 
Section 2.3 of the Home Loan Department iorms and Operating plan such
 
Advisory Com'ttee to be required to meet regularly for the purpose
 
of advising, through the Board of Directors, the management of the OBEI
 
Home Loan Department on lending policy.
 

.12. CABIE shall agree to utilize, to the maximum extent practi­
cable, its other financial and administrative resources to further:
 

a. reduction of the cost of land development;
 

.b. standardization of building materials; 

c. irorovement of organization and methods in the home 
construction industry; 

d. lending to home builders for modern construction equipment. 

13. CABEi shall agree to retain long-tcrm technical assistance by
 
a recognized expert in the field of mortgage banking with special
 
reference to secondary mortgage fnancing. The cost of such assistance
 
shall not be borne by A.I.D. The duration of such technical assistance
 
should be not less than one year.
 

1..... sh... agree to have desiLgned a -ortgage bond issue in
 
the face amount of 310 zillion vithin twelve (:2) months of the date
 
of the Con-tract of Guaranty, and shall agree to use its best efforts
 
to issue such mortce bonds in increments to be agreed upon between
 
C.B"I and A.]:.D. over a specified period of time, with w.hich it will
 
supplement the proceeds of the ..uaran ied loan investment and provide
 
reserve liquidity within the context of its own recgulations and require­
ments.
 

15. CABEI shall agree to offer. io borrow from private sources 
outside Central America (without an A.I.D. guaranty) an amount of at 

*least 1 million, utilizing as collateral a bleok of mortgages, mortgage 
participations, and/or pledges. of collateral security, which CABEI now 
holds in connection with its sub-loans from A.I.D. loan 596-L-003. 
This offering should be in general conformity with recommendation
 
number three of the Glikbarg report.
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16. Uo of than 2D,.j of the CABEIconcentration more sub-lending by 

shall be made to any single eligible institution without the express 

prior approval of A.I.D. 

other terms and conditions 
17. The guaranty shall be subject to such 

as A.I.D. may deem necessary. 

about the terms of the guaranty
It is not intended that any information 
We shall be pleased to coordi­be released to the public at this time, 


nate with you the release of such information at a later date.
 

Should you have any euetions concerning this letter, theguaranty, or 

the programn, please feel free to contact this office or the A.I.D. 

zegional Office for Central America and Panama, in Guatemala City, 

Guatemala. 

Sincerely yours,
 

Peter M. Kim 
Deputy Director for
 

Guaranties aiid Engineering
 

Housing and Urban Development Division
 




