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Executive summary 

Globally, banks are working to define which markets, businesses, client segments and 
products are ‘core’ or ‘non-core’ to their operations. Key-players are exiting low performing 
markets through wind-downs and mergers & acquisitions (M&A), which is having an impact in 
Latin America should businesses in the region not form part of the globally strategic scope.

In addition to the strategic trend of core business specialization, and with a focus onspecific 
geographies, the recent overall business environment in Latin America has been a catalyst 
for global banks exiting the region, due to a wide range of internal and external forces. The 
financial services environment in Latin America is challenging, and brings regionally specific 
challenges, which has accelerated exit strategies of some large financial services institutions. 
Regional challenges, such as negative Gross Domestic Product (GDP) growth, combined with 
both political instability, has increased the complexity of running operations in the region. 
This, alongside increased financial services regulation and compliance costs, has only served 
to accelerate exit strategies amongst global institutions.

Whether it be for strategic or operational reasons, companies planning to leave 
Latin America will face many challenges, such as:

 • Potential impact to franchise value / brand;

 • Increased people attrition and reduced employee engagement;

 • Regional 'rules of the game' dicating exit timelines due to complex local regulation;

 • Regulatory risk in the continued attending of specific regulatory requests after the closure 
of business operations, with no local staff.

Financial institutions can mitigate these challenges by following best practices 
such as:

 • Development of a communication protocol and customized messages across employees, 
clients and other stakeholders to reduce uncertainty;

 • Ensuring that local senior leaders are engaged and onboard;

 • Development of clear project governance and decision making protocol;

 • Assigning a globally experienced team to lead complex initiatives, with skills to quickly 
address a variety of interdependencies, tasks and decisions.
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Latin America has faced low / negative GDP growth and 
political and economic instability that has made the business 
environment difficult for financial institutions

Latin America current 
market state

Despite the significant growth of Latin 
America over recent decades, companies in 
the region have faced a challenging scenario 
in the last few years. This is primarily due 
to the slow / negative growth in countries 
such as Peru, Mexico and Colombia as well 
as the recent political and economic crisis 
that have constrained expansion in Brazil, 
Argentina and Venezuela.
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As noted by Fitch Ratings1,  the global 
banks have been leaving the region as a 
result of pressures from both external and 
internal factors. More stringent capital 
requirements, weaker earnings, increased 
credit losses and higher compliance and 
litigation costs combined with an internal 
effort to focus on core strengths in larger 
markets, mean that global banks will 
continue to review their strategies to 
optimize their use of capital. 

Regulatory compliance is costly and 
onerous for banks of all sizes, demanding 
investments in Information Technology (IT) 
and skilled personnel such as attorneys 
and risk managers to attend to recurrent 
regulatory requests. Financial institutions 
are likely to continue investing in this 
structure, as regulations and levels of 
control increase.

The risks presented by the economic 
prospects and operating environments in 
some Latin American countries are also 
fueling the decision of financial institutions 
to exit the region. 

The current market 
conditions have 
only increased the 
difficulties that 
financial services 
companies were 
facing in Latin 
America, due to 
increasing regulation 
and compliance 
costs

1  Press release by March 18th 2016 extracted  
from https://www.fitchratings.com/site/pr/1001158 
on January 26th 2017)
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Challenge 1: Customer & 
Brand Impacts
Minimizing customer disruption 
and brand impact during a 

wind-down or divestiture will always be 
challenging due to the transition they will 
experience. In addition to the possibility of 
migrating to a buyer or a different company 
as well as a change to products and 
services, customers can easily get confused 
and frustrated by uncertainty and lack of 
information during the divestiture. Examples 
of impacts are noted below:

 • Lack of clear communication and change 
management can lead to losses in client 
base and migration to competitors during 
execution;

 • Client-facing staff not trained to 
communicate with customers accordingly 
can lead to reputational losses that can 
impact a deal or the company globally;

 • Lack of alignment and coordination 
between service providers involved 
in the life cycle of financial products can 
create breaks in customer experience;

 • Most customer contracts will likely need 
to be renegotiated, terminated or assigned 
to the buyer or another branch of the 
wound-down institution;

 • Disruptions to products and services  
(e.g. loan contracts, trade finance and  
cash management services) during 
the “change of control” to the buyer, 
can directly impact clients and cause 
reputational losses.

Challenge 2: De-risking 
portfolios
De-risking the current portfolio 
of a variety of complex financial 

products can impose several challenges to 
financial institutions. These challenges can 
delay closure of businesses and execution of 
the country exit strategy:

 • Regulatory requirements that establish 
procedures and timeframes for 
communication  to clients and for 
renegotiation / termination of contracts  
might delay execution of the divestiture;

 • Dependency on clients willing to 
renegotiate contracts (e.g. termination, 
transference to another legal entity, etc.);

 • Difficulties to sell / on-board to other legal 
entities clients classified as high-risk from 
a credit / investment perspective;

 • Long-term expiry / maturity date of 
current positions might increase difficulty 
of negotiation with clients.

Particularities of 
the Latin America 
countries can 
add significant 
complexity to 
wind-down and 
M&A initiatives of 
companies exiting 
the region

Exiting the Latin America 
region presents a wave of 
new challenges
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Challenge 5: Liquidator 
requirements
Companies may be required 
by law to formally appoint 

and register a third party as liquidator, 
responsible for conducting the liquidation of 
the legal entity / closing of Tax ID. Therefore, 
it is essential to have a proper planning 
and knowledge transfer to the liquidator, 
in order to ensure that activities to be 
executed meet the expected standards of 
quality / performance / timing agreed by the 
contract and respective SLAs. In addition, 
there must be strong engagement with 
leadership of the liquidator firm in order to 
ensure that potential issues that might arise 
are properly escalated and handled in a 
timely manner.

In Peru, you are required 
to hire an external firm 
to manage the liquidation 

process. Though this helps accelerate 
payroll closure, it requires a strong 
knowledge transfer and well-defined 
oversight.

In Chile, you are required to 
hire external legal counsel 
to accompany the institution 

through termination of the legal entity.

Challenge 3: Staff attrition
Relationships between 
employer and employee in 
Latin America are typically 

more complex than in other countries. 
However, in a wind-down environment 
or divestiture, it is even more critical to 
manage employee engagement to minimize 
impact on business operations and comply 
with regulations. Many countries have 
specific requirements on maintaining key 
roles in country to maintain regulatory 
compliance. For example, to keep an active 
Broker Dealer license in Mexico, you are 
required to have a minimum structure of 
two traders and a certified supervisor to 
the Front Office. When designing retention 
packages, companies often focus on the 
front office – but forget that a company can 
quickly be out of compliance if they lose 
people in important back office roles such as 
compliance, operations and IT. In addition, 
pro-employee legislation can increase the 
chances for costly and time-consuming 
labor litigation that can be a leadership 
distraction. In Paraguay for example, you 
cannot fire an employee with over 10 years 
of service, leading to complex employee 
negotiations.

Challenge 4: Post-closure 
liabilities (e.g. deferred 
compensation)
Local regulators in countries 

such as Argentina / Chile / Peru / Mexico, do 
not allow companies to close their tax ID or 
legal entities if there are any outstanding 
liabilities on the books.

Deferred compensation is an example 
of an outstanding liability that must be 
addressed prior to closing. However, 
deferred compensation is typically a 
response to regulatory controls around 
compensation for Material Risk Takers (MRTs) 
as it allows a claw back for bonuses received 
for doing out of compliance activities. 
As a result, accelerating all deferred 
compensation might not be in alignment 
with company or regulatory policies.

A potential solution is to accelerate the 
payment of deferred compensation for 
Non-Material Risk Takers and transfer the 
liability for MRTs to another legal entity (e.g. 
company headquarters) to be paid out on 
the timeline agreed.

Vendor management / payment is a 
second area where outstanding liabilities 
must be proactively planned. Typically, there 
are local vendors required for periods of 
three, five and even ten years post payroll 
closure. They are required to support 
the data retention, legal support of legal 
entity closure, tax ID closure or liquidator 
management when regulations require an 
appointed third party liquidator. Similar to 
the case of deferred compensation, these 
liabilities can be paid out of a different legal 
entity, however proactively planned to address 
accounting requirements around financial 
statement production and a clean close of 
accounting records at month / year-ends.

Typical people 
related challenges  
in Latin America

 • Non-standard benefits such as 
annual 13th month salary (Brazil), 
profit sharing payments as well 
as meal ticket cards and food 
allowance;

 • Intricate labor laws and pro-
employee courts;

 • Unions have a strong influence 
often dictating detailed terms for 
compensation and benefits.
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Challenge 7: Project 
Management (Global / 
Regional / Local)
Usually, wind-down and 

divestiture initiatives within global financial 
groups and multinational companies can 
involve a broad range of stakeholders, 
from global leadership to regional and 
local governance, also from the buyer side. 
The involvement of all these leadership 
stakeholders, with different cultures, 
expectations and interests, can add 
significant complexity to the project 
management of such critical and already 
complex initiatives.

Typical challenges faced by the project 
management of wind-down and divestiture 
initiatives:

 • Aligning expectations and directions of 
different stakeholders in terms of project 
approach and timelines;

 • Balancing the need to manage 
demanding project requirements while 
supporting business as usual;

 • Keeping employees engaged towards 
demanding deadlines of business close / 
exit;

 • Lack of internal collaboration between 
global and regional leadership, with 
often conflicting agendas;

 • Lack of understanding of the regional 
particularities and not leveraging local 
knowledge;

 • Cultural differences with different 
approaches and styles that can be often 
misunderstood or clashed;

 • Establishing clear boundaries for 
communication and information 
sharing with the buyer and ensuring 
compliance from teams from both 
companies involved in the planning and 
execution of the divestiture.

Data Privacy Laws in 
Argentina do not allow 
financial institutions 

to store data outside the country. In 
situations where companies plan to 
store data in a central repository, an 
alternative plan needs to be created for 
Argentina. 

This is a common issue to 
address in Chile, and most 
Chilean firms address  

it by transferring employees to a  
non-Chilean legal entity. If this is not an 
option for a Financial Institution during 
an exit, detailed knowledge transfer 
must be conducted in advance so that 
regional leaders are able to answer 
questions raised in the local audit. 

Based on the Mexican 
Corporate Law (LGSM), once 
the Liquidator has been 

named, the company administrators will 
have to deliver the goods, books and 
company documents which will have to 
be kept by the Liquidator for a period 
of 10 years counted from the date the 
Company was liquidated. According to 
the Mexican Fiscal Law the documents 
that prove fiscal obligations will have to 
be kept for a minimal period of 5 years 
counted from the date the Company  
was liquidated. 

Challenge 6: Knowledge  
and records retention
The wind-down or divestiture 
strategy must have a clear 

definition of how records will be retained 
and managed in the future, taking into 
consideration all specific local regulatory 
requirements. The regulations can vary from 
specific location requirements, length of 
time required, and type of data expected. 
The exit team needs to proactively 
understand these differences, align them 
with company policies and create plans to 
comply.

Another challenge in a wind-down is to 
make available the right knowledge within 
business operations to address any detailed 
regulator concerns in the event of an 
audit. Some regulators might require a tax 
audit to close the tax ID (this is typically a 
requirement to close the legal entity). This 
process is not triggered until the payroll has 
been closed and all employees removed 
from the legal entity.
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Best practices

1
Maintain 
customer trust & 
franchise brand

 • Customize messages across employees, clients and other stakeholders to reduce uncertainty;

 • Maintain customer focus and provide account management support as necessary;

 • Develop a communication protocol.

2
De-risking 
strategy and 
approach

 •  Identify all current positions that must be de-risked to allow businesses closure and execution of the 
divestiture strategy;

 • Establish a clear strategy for de-risking each type of positions (e.g. onboard strategic clients to the 
headquarters of the company, sale of Non-Performing Loans NPL portfolios, transfer brokerage clients to 
another firm, etc.);

 • Develop a detailed plan to approach each step for de-risking the portfolios, so it does not impact closure of 
businesses and execution of the divestiture.

3
Minimize staff 
attrition

 • Keep senior leaders engaged and on board. This is critical as they set the tone in the local countries;

 • Communicate with the local staff and global team on what is going on to minimize water cooler talk that can 
be a distraction and increase attrition;

 • Engage outplacement firms to support employees through their transition (this can minimize labor litigation);

 • Provide training for people leaders on how to handle employees in challenging work environments;

 • Understand regulatory requirements around key roles when developing retention packages;

 • Do not rely solely on retention packages and understand the importance of employee engagement as a tool;

 • Develop contingency plans (pulling from regional roles, backfilling, outsourcing) and update periodically to 
be prepared when the inevitable occurs.

4
Account for post-
closure liabilities

 • Create a plan to transfer all post-closure liabilities in compliance with regulations and local accounting 
requirements;

 • Identify clear owners and signatory authorities.

5
Prepare for audits 
& retention 
requirements

 • Plan for the complexity and tax implications of closing a legal entity;

 • Monitor and manage process, IT, security and privacy controls;

 • Understand regulations around data storage, align them with company policies and create plans to comply;

 • Design knowledge transfer sessions before major employee exit events and maintain access to resources 
with key knowledge for audits.

6
Manage external 
vendors

 • Support from legal, procurement and business / operations areas to ensure that contracts clearly establish 
what is expected from the vendor (e.g. services provided, timing, SLAs, etc.);

 • If required, have a proper planning and knowledge transfer to the vendor so that services provided meet 
expectations;

 • Engagement with leadership of the vendor to ensure that any potential issues arising are properly escalated 
and handled on a timely manner.

7
Maximize project 
management 
efficiency

 • Develop clear project governance and decision rights;

 • Identify one global leader with a clear mandate and strong executive support;

 • Have dedicated leadership at the regional or country level to avoid distraction / impact on business 
operations.
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Market leading experience in M&A and 
Restructuring, operating model design / 
implementation, and wind downs 
Deloitte has the largest, “end-to-end” 
merger, acquisition, divestiture and 
restructuring practice globally. We provide 
unparalleled breadth and depth of 
capabilities and insights related to operating 
model design / implementation and risk 
management for complex restructuring 
programs.

Deloitte experience

A battle-tested program management 
approach to global engagements 
Our flexible, tailored approach has been 
leveraged to successfully deliver 2500+ 
relevant engagements across industry 
and geography. Learnings from these 
engagements, combined with our depth 
in the Financial Services Industry, help our 
clients meet or exceed targeted objectives.

Significant experience in managing 
wind-downs
Deloitte supported over 400 bank closings 
across the areas of resolution planning, 
asset marketing, technology & operations, 
accounting, asset management, loan 
servicing and investigations.



11

LatAm Eminence  | Financial services challenges and best practices for divestitures and wind-downs in Latin America

Contacts

For more information on how Deloitte can support you, please contact:

Sergio Biagini
Financial Services Industry 
Partner
Deloitte Brazil
sbiagini@deloitte.com 

Alejandro Jaceniuk
Partner
Deloitte LatCo
ajaceniuk@deloitte.com

Salvador Hernandez
M&A Leader Partner
Deloitte Mexico
shernandez@deloittemx.com

Venus Kennedy
Latin America M&A Director
Deloitte Brazil
vkennedy@deloitte.com

Marcela Cordero
M&A Director
Deloitte Chile
mcordero@deloitte.com

With additional article support by

Gabriel Gosalvez 
M&A Senior Manager
Deloitte Mexico
ggosalvez@deloittemx.com 

Rodrigo Yoshida
Financial Services Industry 
Consultant 
Deloitte Brazil
rodyoshida@deloitte.com

Matt Birtwistle
Integration & Divestiture  
Senior Consultant  
Deloitte Brazil
mabirtwistle@deloitte.com 
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