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As an economic region, Latin America is growing rapidly, and with that growth comes
opportunity for investors and debt issuers alike. However, accessing these
opportunities in the most effective way is another matter. Scotiabank’s Managing
Director and Head of Latin America Debt Capital Markets (“DCM”), Juan Fullaondo,
discusses the intricacies of debt issuance and investment in the region, and the
difference that local, on-the-ground expertise makes when accessing these markets.

The dynamics of debt in a growing region
Infrastructure investment has been a long-recurring theme in Latin American DCM.
Total infrastructure spending in Latin America is expected to reach US$142.5 billion in
2019 and US$175.8 billion in 2020, based on the current pipeline of 1,711 large-scale
projects with a combined value of US$829.2 billion. Though some typical risk factors
remain, favourable demographics and a generally supportive legislative environment
have helped drive this growth.1 Moreover, private investment has been trending
towards an increasing proportion of this infrastructure spending.2
While areas of growth in DCM can be found across the Latin American region,
Fullaondo sees notable potential in Peru, Chile, Colombia and Mexico, which make up
the Pacific Alliance bloc of countries, plus Brazil.
“Mexico has a very stable economy, and I think we're particularly going to see growth
there,” says Fullaondo. “All these economies are as cyclical as any other, but I expect
to see a lot of activity in this region overall.”
On a sector and industry basis, Fullaondo believes there will be considerable
investment in the oil and gas space, as well as in telecommunications and toll road
infrastructure.
“I think industrials, telecoms and everything that is related to commodities or to the
commodities cycle are sectors that are going to be very active through the next
couple of years.”
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The importance of scope and expertise in an investment banking
partner
While the expansion of DCM in Latin America represents considerable opportunities
for issuers and potential investors, these markets are made up of transactions that
can be increasingly complex in nature. The issuers may be in Latin America, but the
majority of bond market participants remain in the traditional large capital markets of
the United States and Europe. Consequently, currency issues are almost
automatically a consideration; depending on the nature of the transaction, even three
or more currencies may be involved. Furthermore, debt issuers have individualized
needs with respect to tenor, product structure and other variables.
The quality and expertise of the investment banking partner then becomes a key
differentiating factor for issuers and investors. In addition to acting as the underwriter
for the debt issue, the investment bank plays a key role in advising on the transaction,
offering solutions pertaining to the optimal deal structure most beneficial to the
client. A globally focused operation, on-the-ground DCM specialists in the relevant
markets and broadness of product offering are potentially critical factors for the
investment banking partner to navigate a successful debt issue.
For example, in Fullaondo’s experience it’s not uncommon for a Latin American client
to have interests in several countries within the region, while completing a debt issue
for a largely U.S. and European participant market. This creates a multiple-currency,
cross-border transaction at the outset. In such a scenario, an investment bank with
both local regional professionals and a global network lends an important edge.
“You can see complex transactions from every angle now,” says Fullaondo. “You see
them in infrastructure, you see them in asset-backed securitizations, you see
complexities in all different sorts of asset classes. However, I think the infrastructure
side is one where we’re going to be seeing many complex structured issues coming
over the next few years.”

The advantage of market leadership
As Scotiabank’s Head of Latin America DCM, Fullaondo represents a global bank that
has the region in its DNA, with operations in Latin America and the Caribbean going
back 125 years. Scotiabank currently has approximately 35,000 employees in Latin
America, with recognized leadership in the investment banking industry as well as its
retail-level operations.
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Moreover, Scotiabank holds a robust competitive position among other major global
banks in Latin American DCM. In the past year alone, in debt issues underwritten and
advised, Scotiabank has rocketed up into the top 10 and top 5 global banks for all
Latin American bonds and cross-border Latin American bonds, respectively, all while
maintaining an attractive fee structure.
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“I think a great advantage that Scotiabank has vis-à-vis our competitors is our local
presence,” says Fullaondo. “We are very agnostic with respect to accommodating
clients’ best interests. If it's more efficient to tap local markets we’ll do that, and if it’s
more efficient to tap international markets we'll do that as well. At the end of the day
we provide a full menu: our focus is on recommending the most favourable and
efficient financing solutions for our clients.”
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For more information on Scotiabank’s Latin American debt capital markets solutions,
please contact:
Juan Fullaondo
Managing Director and Head,
Debt Capital Markets, Latin America & Caribbean
917-769-6822
juan.fullaondo@scotiabank.com
Explore our Debt Capital Markets Services
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