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Latin American domestic structured issuance has caught up with the more
established cross-border market, thanks in large part to the work of the
International Finance Corporation and structured products expert Lee Meddin. But
this is just the start of Meddin's plans for the emerging markets, with Latin America
likely to take a pioneering role again. e reiix saimon reports

EUROMONEY 'S HNANG MNIS T ER ofthEmrg i rg -mrket borrowers, then

year aw ardsally g oes to anemrg irg -
mar ket offi d al, ardfor g oodreason

H mre miri sters otsi & the OE D mg ht
mt be smr ter or mre sophi sti @atedthan
their G conterparts (althog hmryare)
btithey er tai dy haw a noh har cér j ob

tod whenit oms tommg irg their
orries’dbt.

T he probleni s krow nas 6ri g iml sid-
the fact that contri es amdompar es in
emrg i rg mrkets, whentheyanborrow,
ansallyorlyraise mreyinforei g n
airerxy, or at short temrs, or both.
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irevtably haeleels of airemny, i rterest-
rate ardrolloer risk that their deloped
mr ket conter par ts woldreer d eanof
havrg todal with.

T he probleni s well krow iy ardthe solu
ti onhas lorg beenkrow ni ntheory:
emar g i rg -mrket ecoromes haw to
celopli quiddmsti capi tal mrkets,
withwell-cfi redyi eldaies ardthe abi 1-
itytofmawicdrarg eofaedts.

T hat$ easier sai dthandre, thog h, so
the Iter mti orml H mne Cor por ati onhas
cd cdto stepi nardhelpot, wi th the

ai dof a few hut edmlli ondllars in
¥ 1dBark api tal.

T he mnat the I KCi nchar g e of mki rg
this happenis L ee Mdl n a for mr
strduedprodts ex pert at ABN Amoin
S irg apore, who was tappedto set pa rew
strduedprodts g ropi nWhi g ton
at the erdof 2000.S ine thenhis g rop
has helpedto mbili 2 mre than
$2.5billi on whi le ptiti rg pordy $500
mlli onofi ts ow nmrey. Mor eoer,
Euromoney, that $500
mlli ong ereratederyimpressiereturs
for the Bark.

Md nassues
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Mdl nhas set hi melfa hi g hlyambi -
tios g oal:toaeate whole rew asset dasses
inemrg irg -mrket ecoromes aroml
theworldIfheis saessfly these asset
dasses willreqiire eroi mlemnt
fronthe I KCome the fi rst few ceals haw
beendre.

T heintial comdtiorm are certaidyin
plac.S trduedprodts i ng ereral -
asset-badkkedardmor tg ag e-badkedseaui -
ties -arerow a $7 trilli onmrket intheUS ,
aconti rg for 31% of the total si e of the
bordmarket. T reasnybond, by cortrast,
are j sit 24%.

E nope, too, has postedi mressi &

g rowthinstrdunedprodts: the mrket
there g rew terfold fron$50 bi 1li onto
$500 bi lli on i nthe fi ¥ year s between1998
ard2003.

An ideal market

T he saess of strdnedpr odts i n
Emnope ardthe US sholdbe repeatedi n
g oodmasme i nererg i rg mrkets. for
ore thirg ,emrg i rg -mrket ecoromes are
far more aisis-prore thanthose i ndelop-
irg mtiors,amdstr duedprodts
sially haw moh lower ratirg s wlatility
thansimlarlyratedplai nar 1la cor por ate
issas.

Emrg irg -mrket persi onardnual
fob withlorg tim horiprs, then
sholdlov toimst inthese ceals. Evni n
@ses of miti -bi 11i ondbllar frad sdh as
with Parmlat i nBrakl, mrystr dues
haw heldp per fedly, wi th mloss to
imestors.

Emrg img -mrketirstitti omlimstors
cer tai 1y haw @sh Mdl nesti mtes
that both Lati nAmeri @ ardermarg irg Asia
haw abot1$500 bi 11i oni ndmsti csavrg s
lookirg tobeptitowork 4ot i dd rg
the mreythat resi certs of those outries
haw heldoffshor e ardthat mg ht be
repatriatedi floal i mstmrts started
lookirg attradiweermg h.

T he probleni s that there are segre
orstraints onpermssible i mwstmrts for
mst of the fub, esped allyinL ati nAmr-
i@.AlotofLati nootries havordyaery
small mber ofbi g bla-chi p corpan es
withthesortofaedtratirg s that the
g owrmmrt reg lators reqiire -andthose
orpar es @ansally g et cheaper fod 1g
fromoal barks thanthey anfr onthe
dmsti capi tal mrkets.

Wh seaui ti ati onandpar ti al g aran
tees, howeer, aryi ssar ang et the ki rdof
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aedtratirg that will allow it to mrket
seaii ti es to domsti cirsti tti oml

irmestors. Now that mst emrg i rg -mrket
emmmes hawlow momrml i terest rates,
alorg witharelatielysolidleg al adreg u
latoryframwork for sthissame, there}
reallyothirg preertirg strduned

issame fromorsti tti 1g the li ord share

of the dmsti cronsoer ei g napi tal

mrkets i nsom cortries.

Md B goalisd simplytoinrease the
qarti tyofstrduedprodt trarmsaci ors
inthe emrg i rg mrkets, howeer: he
warts theissars that heis sporsorirg to
retunat som later cate wi th plai nuri lla
issas as well.

Wh apartial g arartee, yohe havrg
theimstors d dadli g ene onthe
mbrlyirg aedt, ’hesays.S othe borrow-
irg paws the wayfor thentoborrow in
their ownmm wi thotifuther erhame-
mrt.”

T hose aed ts d mt reedto be dassi al
issars,either.InAg mt, the I KCprovdd
a34%partial dedt g mrartee toabord
ckal fronHi mnd era Conpar tamos, a
ma ofi mne i rsti tti oni nMx i @.

Gorpar tamos i s basedonthe hg ely
saessfliBarg laceshi myckl: 94% ofi ts
aitomr s are womn the aerag e loani s
$300, ardmost of the loars g o to smll

g rops of betweenlS ard50 w oren
mkirg repaymrt i nfll ex tremlyli kely.

One the  KCg ot i wled the ceal, for
j st Ps 190 m1li on($16.5 mlli on, recei ed
ani restmrt-g rac dble-A loal-sale
aedtratirg fronbothS tamhrd& Poor$
ardH tch. T he leadmamg er, G ti g rop/
Bammmx , thend stri btiedthe bond to
nore thanl3irstitti oml i estors. J sit
as mry as ary ceal of ary si e,’Says
Mdin

8eedg oodd stribti onSays
Md n 8ollow the bookbiild rg
process erydosely,’taki rg sue that
as mryreal-mreyimstors as possible
are introdedto the aed t amdto the
asset dass.

WhanAA ratirg , that$ possible.

Mx i @npersi onfod are orly allow edto
irmest 5% oftheir assets i nsirg le-A rated
assets,whichis what Corpar tams is, ard
theyg ererallysae that alloati onfor
fallenarg els -AA-ratedor por ati ors

w hi ch, for whateer reason hag been
dwrg raced Now theyare confor table

PsS00 mlli onborrowirg prog ramm, ard
mybe eenfi mderti ti es that coldbe will-
irg tolemtoitdredly.

Owasi omlly, a few heq e fuk will een
be allowedi to the ceal, i nonries where
dmstiched e fud are adig, sdhas
Brakl ardld a. S omti ms a smll alloa-
ti onto a heq e-fudi restor baseis helptl
bease it provcs li qird tyinthe
seconthr ymrket,’Md nsays.

Ore,imstor, howeer,will always bea
par t of ary ckal that Mdl ni s i wledi n
the I KCi tself. Ménhe first startedhis
g rop, Mdl ng ot i mledorly as an
adrser insom ceals. T hose diys are
ogr. Mdl i$ keento ptthi s mrey
where his mthis,sallytakirg the
riskiest tramhe ofary ceal. T hat helps to
reassmeirmestors,as wellas g ivrg himn
g oodretunonhi s i restmart of ti m ard
ex pertise.

In hiring mode

T he IKChas row dre 30 ceals as whatit
@lls dstranirg irmestor;mstlyin
Lati nAmri @, ardi t hopes eertally to
@ that mryeach year. Mdd ni s inhirirg
mdc: withsix professiomls at the
momrt, he hopes to hag two mre by the
erdof the year, ardarother wple i nthe
mrths followirg .

T he I KGsporsor edcals haw takenplace
aromdthe world i nmry shapes ard
form. Mdl ndestt reallydaw a
d stimti onbetweenthe seaui ti ati ors ard
the partial ced t g arartees. Inboth
imtames the I KCpts papi tal, takes risk,
ardtries tobrirg rew borrowers to the
mrkets.

Beasie the I K& books are dllar-
cdmommtedit ar lerdd redlyinloal
arrenywi thotthedg irg its foreig n
ex charg eriskwithaswap; those @anbe
ex persi®inemrg irg mrkets, esped ally
at lorg er terors. Often then a par ti al
aedt g arartee mkes mre serse from
the K3 point ofvew.S imeitisjsata
g arartee, 1o moreyreed tobe d sbused
ardmo swapreed to be erteredi to. T he
I KCanprovsionthe g arartee atits dllar
ulaw henthe bordi s i ssad andchar g e
for it acord g ly.

T obesune,thereis always therisk that
the awrerry will appred ate, ardthe dllar
glaofthe [K3 g mrartee will g o p. Bty
mtes MdinT here$ a crrelati on

withthe aedt, howeer, theywill probably betweenwr porate cfalts ardma oew-

happi ly take pthe rest of Corpar tanos$

mmcaises.[fthirng s improg, ore mg ht

Reprinted from -+ EUROMONEY - October 2004



ex ped the airenytoinreaseinslabt
the ecmmyas awhole willimproetoo™
mar 1g that dfalt, ardanl KCpayot,

will be that noh less li kely. 8\anpi &

the better aed ts i na mrket,’Md n

says. He$ corfi cert that heis mt g oirg to
imestinormand es that will defalt

ckspi te ani mprovrg ecrom. S o far his
resits bear hi not: he has reer sffereda
loss onaryof hi s ckals.

Groundbreaking deals
Ardi t§ ot as i fMd nis pi &kirg the

the sie of domsti cplayers.

InT hailand the I KCpr ovcdeda par ti al
g arartee i nOtober 2002 onw hat was the
larg est dbmsti cor porate bordeer
i ssadi nthe conry-atwo-trarhe,
Bt18.45 bi 11i on($425 mlli on ckal for
T eleomAsia. T he six -year tramhe had
m [ KCg arartee at all; the ei g ht-year
tramhe hada partial g arartee ofj st
wkr 50%.

InArg erti m, the [ KCg ot i wledi nthe
dmsti cpeso mrket post cefalt, witha
seaui ti ati onof pre-shi pmrt ex port loars

easyceals. His first was apartialced t g ar-bythree Arg erti re barks i nAg sit 2003.

artee for I d anpaper mrfactner

Ballar pnlnditri es i ntebrary 2001,
whenmissar withotia tri ple-A loal
aedtratirg hadeer dre afi g-year
ckal. Ballar p, i noortrast, amwitha
10-year bordonani ssaratedAA+by

S tamhr d& Poor3.

T henin] m, Md nhelpedto a eate
theeryfirst mrtg ag e-backedseaii tyin
Korea.Issadby KoM, aborrower that
hadbeenset pwiththe IK3 assistane,
the bordhada ser or tramhe of 328
billi on($174.4 mlli on arda shord mted
tramhe of W7 billionT he I KCbog ht
B bi lli oni nall, hedg edwi th dllar-won
swaps.

T he ccal was a hg e suess. T ody,
thered morole for the I KCi nthat mrket,
whidiis aeryestabli shedmrket,”

Md nsays prody. InKorea, jsitasin

S oth Afri @, where the IRCd da si mlar
ckal thefirst MBS inAfriaHor S oth
Afri @anHom L oars i nDecerber 2001, the
MBS marketis row mtue, ardreed m
otsi & help.

S i e the erdof 2001, M nhas been
adiwall ogr the worldesped allyin
LatinAmri@,btialsoinRsisiaandAsi a.
EasternEunopeis atog her mito aad, he
says, bease the best cwr porates were
bog ht bywester norpar es’I nary ase,
row that noh of easternEnope i s i nthe
EU,those ouries are fpt atarg et mrket
for s,’Says Mdl n

BuRsisi a has seena lot of  Cckals,
esped allywithReskyS tarmhrt Bark.
Wenthe lorg estissas i nthe mrket
were three mrths, we helpedd asix -
morth bord’says Mdl n T henthe
mrket was dirg six mrths,sowe helped
themb a ore-year ceal.”T he lead
mmg er ontheissas was T roi ka Di alog ,
inlirewiththe | K3 commtmart to
fosterirg cdmsticapital mrkets throg h
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InMex i ©andS oth Afri @, the I KC

]
Md nsally takes
theriskiest tramhe of
ary ckal for the I KC

T hat helps reassmne
other i mstors ard

g iws ag oodretun

provcedthe first-eer partialced t g aran
tees for mii d pali ties: T larepartlain

Mx i ©inkbrary2003,ard] oharmes-

bug inS oth Afri@in] e 2004.

Andi nS ad Arabia,the I Cwas
i wledi nthe fi rst eer cor porate bord
issainthe onry, for S ad Oryx Leasirg
Gompary i nMar ch 2003.

All of these ceals, how eer, esserti ally
took i ceas that hadbeentri edardtested
elsew here, ardsi rply appli edthem
toemrg i rg mrkets.InChile, Mdl n
wert astep futher, i nanatterpt to fi rd
fi mmd rg for the Urn ersi chdDi eg o
Portales,ad ersitywithanami ti ost
ex parsi onplanardm obyos fud rg
somnc.

S tebrt loanseaui ti ati ors are mthirg
rew, of ouse, bttUDPwasrtt lerd rg its
sttbrts mrey,soit wasrt olledirg
their loanrepaymrts. Isteadit ced ced
toseaitigits stcertd tirti onpaymrits,
withaUFl mlli on($23 mlli on bord
crommtedi nChile$ i rflati oni nbx ed
arenyn t. T he [ K3 30% g arartee g ot
the ceal a AAratirg frommll threeratirg s
ag emi es, ardthe ei g ht-year bordam 240
basis poirts oer the sogrei g n

Mre i moationi s for thonmrg from

Md b teamE ertally, Mdl nhopes
to helpotimt orly the bi g cmpar es ard
proj eas that he has beenfud 1g so far,
btialso the smll ardmd usi e erter-
prises that acont for mre than60% of
g lobal MP.

Mdl ndestt foresee S MEs imd vdu
ally tappi rg dmsti capi tal mrkets, of
ouse. By, he motes: Barks art keep
fodrg S MEs. T heyte g oodat orig i mtirg
ardser vd 1g loars, btitheyt e badat
warehosi rg themT hat$ where the [KC
anom i n By helpi rg meS M loars
off barks’balame sheets amndi rto the por t-
foli os ofi rsti tti oral i estors, Mdl nan
helpfree prore lerd rg @pad tyaaoss
the emrg i rg mrkets.

Helping banks lend longer

Barks haert beenlerd rg lorg terny’
Md nmtes, drdyouredlorg -term
lerdrg toalarg er g ropofS MEs. I fbarks
anstart seaui ti zrg their loanpor tfoli os,
thentheywill hawless ofa duati on
msmtchiftheystartlend rg atlorg er
terors.S othe I KChas already takenon
mari re ri sk at ertai nbarks Mdi n
wort say w hi ch 4 nor éer to biilda tradk
recordthat it @neertally show to the
mrket.

Rither otii nthe ftme are egnbi g g er
possible ceals 1mybe a seaui ti ati on
of ronper formrg loars i nChi m, or
een evrtally, a seaui ti ati onof the
ertire I KCpor tfoli o of str tnedbord
issas.

Btiewnafter j sit fou years i nthe j ob,
Mdl nhas alread/seendmsti cstra
tuedi ssane i nL ati nAmria atdp
withthe nth more establi sheda oss-
borcr mrket. [fthirg s g oacord g
toMd b plan that coldbe j st the
begimrg .

T he first hint of what sdh ceals mg ht
look li ke @amin] e, whenthe IKC
provcda partial g arartee onL ati nAmar-
i@l firsteer seaitiationofron
per formrg loars.

T he ceal was i nColorhi a, where
T itlariadra lomi am, Golomnbi a$
seconthr ymor tg ag e mr ket corpary,

i ssadthe eqiwmlert $67 mlli oni nbord
badcedby monper formrg mrtg ag es at
two (blomi anbarks. T he [ K3 g arartee
helpedthe sern or tramhes, at fi ¥ ard
segnyear s’dnati on g et atri ple-A
loal-airentyrati rg , aeatirg areal mrket
for monper for mrg loars i n(olombi a.
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