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The secret of her success

and EPA (U.S. Environmental Protection Agency)
compliance, or startups that need to comply with
environmental and safety regulations to do business. This year the company will be offering a
lineup of trainings including OSHA 10 and OSHA
30 safety-training courses. Abreu said she can tap
other resources for support in providing a wide
gamut of services that include recycling and spill
damage-control plans, environmental evaluations,
conflict management and leadership coaching, and
workshops on stress management.
Abreu, who in addition to running her company
is also pursuing a Ph.D. in curriculum and education technology at the University of Turabo, said
she has yet to make a profit, but is optimistic she
will reach that point soon. Her days are hectic
as she makes presentations to potential clients
and carries out her advisory work. “I have never
worked this hard,” she said, but wasn’t complaining. “I feel very fortunate. My business has very
good opportunities.”

Tough economic times bring out the best in women entrepreneurship;
courageous small business owners beating the odds
BY LORRAINE BLASOR

A

former OSHA inspector, a woman who battled
breast cancer, a housewife eager to contribute
financially to her household, a bright young former journalist turned lawyer and an animal rights
advocate.
Meet some of Puerto Rico’s newest small business owners. In a decidedly precarious economic
environment, these women entrepreneurs of different ages and backgrounds took a chance at
starting their own businesses. Only time will tell
if they have staying power, but in the meantime
they are giving it all they’ve got. They cater to a
wide spectrum of business and consumer needs:
occupational health, house-cleaning, daycare, legal
services, pet products. These are their stories.

CATHERINE ABREU, M.S.I.H. AND PH.D.
CANDIDATE, PRESIDENT, ECO VIDA, HATO REY
Eco Vida opened for
business in March 2007
with an ambitious agenda:
provide assessment, advisory and training services
to island employers on
occupational safety, environmental health and
wellness programs.
“There are companies
that provide similar services, but none do it in an
integrated way,” said company President Catherine Abreu, 33. Looking at the areas she covers
as a whole, rather than as separate concerns, is
important because each relates to the other, she
pointed out. For example, employee attitudes,
labor discontent and lack of clear management
directives can expose employees to certain risks
in the workplace. Hence, the benefit of a comprehensive approach to ensure productivity and
reduce health costs.
She speaks from experience. Abreu, who studied
environmental science at the University of Puerto
Rico and went on to obtain a master’s degree in

industrial hygiene (M.S.I.H.), worked as a U.S.
Occupational Safety & Health Administration
(OSHA) inspector for seven years and was able
to assess firsthand the hazards facing employees
who worked in service companies, construction,
schools and other businesses. Prior to OSHA, she
worked briefly at Warner-Lambert in Fajardo.
Abreu said her interest in the environment goes
back to when she was a 13-year-old student at Berwind High School. The school’s math and science
program exposed students to scientific investigation and offered field trips in which they visited
mangroves and ecological sites around the island.
“I loved it,” said Abreu, adding that her school research projects included investigations on landfills
and water contamination.
Later, as she pursued her career, Abreu envisioned eventually starting her own company. “I
always had the desire to have my own business and
to integrate what I had learned,” she said.
She started laying the groundwork for the company between 2005 and 2006 by developing a business plan with the assistance of the U.S. Small
Business Development Center and earning several
certifications.
Abreu quit her OSHA job in September 2006.
By then she had already begun the process of incorporation and permitting but needed more time
to make sales presentations and find a location for
the company, probably the hardest part of starting
the business, she said. High rentals in the marketplace limited her options, but an acquaintance who
owned a commercial space on Duarte Street in
Hato Rey came through with an affordable offer.
In all, Eco Vida required a $50,000 investment:
half came from her own savings and the rest from
an Economic Development Bank for Puerto Rico
loan under the government’s “Key To Your Business” program.
With less than one year in business, Abreu has
kept busy providing safety training to companies,
“the area that has generated the most income,” she
said, going on to note that her clients are primarily
firms too small to keep a staff devoted to OSHA

ANA JULIA TORRES, PRESIDENT, AT HOME
MAID SERVICES, GUAYNABO
The same week doctors
declared her sick mother
a terminal case, Ana Julia Torres learned she had
breast cancer. The following year her mother died
and Torres, having successfully treated her cancer, was ready for major
change.
“It was a devastating crisis,” she said. “When I returned (to my job), I was not the same anymore.”
Her job at the time was a high-paying position at
the Puerto Rico Telephone Co. where she worked
in sales for the Yellow Pages section. But the experience of facing her own mortality and winning
a second lease on life gave Torres the motivation
to realize a long-held dream: to start her own company. “I decided I would not allow anyone to have
control over my life.” From now on, she would be
her own boss.
Torres, 42, focused on filling a practical need in
a particular market niche: a personalized maid service tailored to the well-heeled and upper-middleclass households. At Home Maid Services, she
explained, was based on research of the prevailing
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‘If anything can go wrong, it will’ - Murphy’s Law
BY CARLOS ROMERO BARCELÓ

A

s elections approach,
we hear and see more
and more self-appointed
political pundits who, with
incredible self-assurance,
talk about what is happening and why. They really
don’t know the reasons
why something has happened, but they say they do.
They depend on short public memory. Most
people will forget what they’ve heard on the
radio or seen on TV very quickly. The pundits
will only recall those issues where their analysis turns out to have been correct. Those issues
where they were wrong, they “forget.”
To analyze events and claim to know why
they’ve happened when they don’t, is not only
deceitful but dishonest.
But, worst of all are those who tell us they
know what is going to happen and why. We
have heard commentators predicting who is
going to be the candidate for President after a
primary in a state with very few delegates. Of
course they usually do this when the candidate
that they choose as the almost sure winner happens to be their candidate.
And for some reason or other, people not only
enjoy listening to these presumptuous predictions, many even believe them. As a result,
their scientifically unfounded predictions affect
the results of the oncoming primaries, because
many voters like to vote for whoever is going
to win. As a matter of fact, it is because of the
influence that anticipated results have on voting
that exit polls are not made public until after the
last voting place is closed.
The basic problem with the self-anointed political pundits is that instead of informing the public as they are supposed to do, they actually misinform and mislead the public. Even when their
analysis of events or voting results is adequately
reasoned, they can be relied on only if we are
aware that the unexpected has enormous influence on events as they unfold. No matter how
accurate and well-founded a decision to follow a
specific course of action is, an unforeseen event
can and will upset the most carefully laid plans.
At every juncture, the options available are so
many that it is virtually impossible to foresee the
outcome of a plan when one cannot anticipate
the result or consequence of choosing a given
option. That is why in every planned course of
action such as an election campaign, a surprise
attack, a battle or debate one must always keep
Murphy’s Law in mind: “If anything can go
wrong, it will.”
Although throughout my many years in politics, and particularly during election campaigns,
I always kept Murphy’s Law in mind, I didn’t
take the time to think about why Murphy’s Law

affects events much more than we anticipate.
Now that I am free from the rush and pressures
of running for office, I can dedicate more time
to analyzing occurrences or accidents that affect
both my immediate family and me.
This past weekend, my wife Kate had a bicycle
accident in which she suffered a broken elbow.
Why did it happen? Could it have been prevented? Were there options that, if taken, the accident would not have happened? If so, how many
options were there and what were they?
The answer to the third question above is, yes,
there were quite a few options that would have
prevented the accident. The answer to the last
question, was that there were so many options
it would be impossible to determine just how
many. The more I think about possible options,
the more options I can think of that we could
have taken to prevent the accident.
But before I discuss a few of the options,
allow me to tell you of the events that led to her
accident.

The basic problem with the
self-anointed political pundits is that
instead of informing the public as
they are supposed to do, they actually
misinform and mislead the public.
During Christmas I asked Kate what she wanted for Three Kings Day. She told me that she
wanted a bicycle. At that moment, our first
option arose. I could have told her that we are at
an age where a bicycle accident could represent
serious injury, and that broken bones were much
harder to mend at 60. However, I did not consider an accident. I knew that she would enjoy riding her bicycle much more than doing exercise
in the gym. If I had refused to buy her a bike,
she probably wouldn’t have gone out and gotten
one, and the accident would not have occurred.
The next opportunity to avoid the accident
came with an invitation to spend time with
friends on Saturday afternoon around 4 o’clock.
We decided instead to stay home. Obviously, if we had accepted our friends’ invitation,
Kate would not have been riding her bike at 6
p.m. The accident on Saturday would not have
occurred.
On Saturday afternoon, I also asked her if she
wanted to go to the movies, but the showtimes
of the movie we wanted to see were not acceptable. We decided not to go.
Kate’s new bicycle tires were not inflated,
and the seat that came with the bike was very
uncomfortable. I bought her an air-pumping
device and a much more comfortable seat,
which was not installed yet. Since I had so much
leisure time at home on Saturday, I decided to
pump up the tires and install her new bicycle

seat. I didn’t have the proper tools to change the
seat, so I had to borrow tools from my neighbor.
Kate tried the new seat and liked it very much.
She was so thrilled with her new bike that she
decided to go for a ride. At that junction, there
were several other possible courses of action.
If I had not decided to ask my neighbor for the
tools to change the seat, Kate would not have
gone out on her bike.
I told her I was going to ride alongside her in
the golf cart, but I had to go in the house first.
She decided to go on ahead. If she had waited
for me for a few minutes, she would have never
tried to maneuver quickly around the three girls
and dog that crossed her path to avoid colliding with them, and the accident would not have
happened.
Because of the accident, we had to cancel our
planned trip. We had plans to leave on Monday.
I would stop in Miami to see my son and two
of our grandchildren, and Kate would go on to
Washington, D.C. to be with our youngest son
and his wife. I would meet them in Washington,
D.C. later on in the week, and on the weekend
we would go to N.Y.C. for a 1953 class regional
reunion dinner on Friday the 1st and brunch on
Saturday at the Yale Club. In New York we
had made arrangements to stay at a friend’s
apartment.
We were looking forward to our trip. All reservations had already been made, confirmed
and charged: airline, car rental in Miami and
roundtrip on Amtrak to N.Y.C. But, an unforeseen accident occurred at the last moment that
changed all our plans. Because of the accident,
we had to cancel our trip. On Monday, instead
of boarding the airplane, we went to see the
orthopedist who scheduled elbow surgery for
later on in the week.
As you can see, there was an inexhaustible
number of options, or courses of action, different from the one we took. If we had taken one
of those options, Kate would not have a broken
elbow today. Instead we would be enjoying our
visits with our children and grandchildren and
my mini Yale alumni reunion in New York.
If so many options can change the course of
events in such a simple way, how many options
could change the planned course of action in
much more complicated situations like primaries or elections? How can anyone really
predict when it is impossible to anticipate the
unexpected?
Murphy’s Law must always be taken into
account: “If anything can go wrong, it will.” 䡲
Hon. Carlos Romero Barceló is a two-term former
governor of Puerto Rico (1977-84), a two-term former
resident commissioner (1993-2000) and a two-term
former mayor of San Juan (1969-78). He was president
of the New Progressive Party for 11 years. He is now
a consultant involved in real estate, doing business as
CRB Realty (email: rbarcelo@prtc.net).
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Hope for the best,
but plan for the worst
We’ll be the first ones to admit it. We may have been overly optimistic last year when we wrote that the “sun could shine again soon on
local banks.” (Storm clouds clearing for local banks, CB April 5, 2007).
We weren’t alone though. Puerto Rico Bankers Association President
at the time Rafael Arrillaga Torréns told us for the record, “The weather
has begun to clear up, and the sky is turning bright blue once again.”
Well, it didn’t. Last year local banks took a beating. Again! Besides
having to operate with razor-thin profit margins, local banks experienced a whopping 69.6% drop in market capitalization, a 49.8%
increase in consumer charge-offs, and a 30% plunge in mortgage loan
originations, the latter on top of the 44% drop they had experienced
the year before.
Of course at the time we anticipated better weather for the banking industry last year, neither we nor the bankers—nor anyone else in
Puerto Rico—could anticipate that the self-inflicted local economic
recession that had officially started in March 2006 was going to extend
for yet another year. Worse yet, at this point we still don’t know when it
is going to end.
Last year, with the financial restatement process that afflicted so many
local banks well advanced, the 2% extra local tax on banks already
expired and the interest rate environment remaining positive, things did
look up for local banks. “But the recessionary economy remains a concern,” we warned.
And, in fact, it was.
The self-inflicted, consumer-led recession that brewed in 2006, combined with substantial cost-of-living increases in utilities that started at
the beginning of 2007, higher taxes and higher fuel costs, has hit local
consumers and banks hard. With consumer confidence eroded and consumption diminished, the island’s consumer portfolios at local banks
have taken a beating by this nagging recession.
There is no local bank that has remained unscathed from the rise
in delinquency rates and charge-offs. The impact of the recessionary
economy, rising inflation, low consumer confidence, high unemployment and a government fiscal shortfall, despite the implementation
of a 7% sales tax, caused deterioration in the credit quality of local
banks’ portfolios. Nevertheless, institutions have taken provisions to
straighten out their existing loan portfolios and prevent new ones from
deteriorating.
As Commissioner of Financial Institutions Alfredo Padilla told us:
“Obviously, local banks have to be more cautious when originating
loans because they will have to keep many of these loans in their portfolios since they can’t sell them. Local institutions will also continue
to tighten their belts and watch their expenses in 2008 as they have
been doing.”
They better. The local economy is projected to be flat at best during
2008, and no major improvements are expected until 2009 or 2010.
For local banks this means if they have reached bottom, as some analysts claim, they will remain there for a long while as increased delinquency, foreclosure rates and net charge-offs will continue to hurt
their bottom lines.
The threat of a recession on the U.S. mainland has also become a top
concern for local banks as it could further delay the recovery process
of the island’s economy. The meltdown in the U.S. mainland mortgage market has had a negative impact on the secondary markets that
local banks depend on to sell their mortgage portfolios.
In a nutshell, local banks will have to tighten their belts and roll up
their sleeves if they want to stay in the game. As our headline indicates, they have to “hope for the best, but plan for the worst.” Local
financial institutions with the strongest balance sheets, highest capital
ratios and reserve levels will be positioned best to weather the recession and capitalize on market opportunities when the economy finally
takes a turn for the better. 䡲

Arguing themselves to death
BY CLARENCE PAGE

remarks in question during a meeting
at the Reno Gazette-Journal. He was
Democrats are so well-positioned to seeking their editorial endorsement,
take the White House and even win which he later received. He did speak
additional seats in Congress this year positively of Reagan and called the
that it raises an intriguing question: Republicans “the party of ideas,” but
How will they manage to blow it this he did not say that he admired Reatime?
gan or Reagan’s ideas.
“My hopes are high,” as one DemoAt the debate, Obama also noted
cratic friend put it, “but this wouldn’t that the former first lady had “probe the first time that we have man- vided much more fulsome praise” of
aged to snatch defeat out of the jaws Reagan in Tom Brokaw’s new book,
of victory.”
“Boom!” Indeed, she is quoted in the
Republicans have been squabbling book as saying Reagan “played the
among themselves over ideological balance and the music beautifully” as
purity. Purist conservative pundits he raised taxes after lowering them
and other talking heads argue that, and negotiated arms control with the
one way or another, the front-runners Soviets after calling them an “evil
Sen. John McCain of Arizona, former empire.”
Gov. Mike Huckabee of Arkansas,
Clinton apparently saw her opporformer Gov. Mitt Romney of Mas- tunity to retaliate for the trashing she
sachusetts and former Mayor Rudy took after her recent remarks that the
Giuliani of New York City fall short Rev. Dr. Martin Luther King Jr.’s
of true conservatism.
“dream” was not realized until PresiAnd Rep. Ron Paul of Texas? He dent Lyndon B. Johnson turned it
appears to be well-positioned to start into legislation and shepherded it
his own party.
through Congress. Although she was
As a result, no clear front-runner historically and legislatively correct,
has emerged after the early primaries. a number of black Democrats sensed
Nor is there any standard bearer in an effort to devalue King’s heroic
the bunch who stands ready to pick efforts. Election year politics someup the banner of the conservative times rub sensitivities raw.
movement in the way that Ronald
The irony here is that Obama and
Reagan did. Yet it is a tribute to the Clinton both obviously learned a
power of Reagan’s memory that he lot from Reagan and King in terms
seems to have risen from the grave to of tactics and pragmatism. It is one
splinter Democrats—over a tribute to thing to have great ideas, but if you
Reagan.
can’t turn those ideas into actual elecOne of the most memorable of dis- tive office and legislation, you run
putes came during the Democratic the risk of yielding power to your
debate in South Carolina when Sen. ideological adversaries.
Hillary Clinton accused Sen. Barack
Instead, you should try to build
Obama of Illinois of committing a winning majorities with middle-ofliberal sin: He allegedly talked about the-road swing voters who are not
“admiring Ronald Reagan.”
so committed to one extreme or the
Further, she said, Obama “said in other ideologically. They just want
the last week that he really liked the to see some of the positive “change”
ideas of the Republicans over the last that has become this year’s political
10 to 15 years, and we can give you mantra. It sure beats arguing. 䡲
the exact quote.”
Well, not quite, as Obama was © 2008 Clarence Page, Distributed
quick to point out. Obama made the by Tribune Media Services Inc.
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services available, mostly women on
their own who clean people’s apartments or homes on a regular basis.
“The stories I’ve heard...I could write
not one, but two books about them,”
said the ebullient Torres. “What
about: you come home from work
and find the maid is sleeping in your
bed, or maybe you leave a $20 bill on
the bureau, and when you return you
find a $5 bill, or one of your sapphire
earrings goes missing, and you think
it can’t be the maid because why
would she take only one earring, but
you bump into her six months later
with her boyfriend, and he is wearing
the sapphire!”
Although in competition with Molly Maid, a stateside franchise with
several years providing service in
San Juan and Caguas, Torres said her
company is unique in that it puts an
emphasis on service. “Our clients are
elegant women, and we are elegant
women who clean,” said Torres, going on to explain she currently works
with a staff of four women but hopes
to add more people as she grows the
business. Employees receive training on how to handle precious family
heirlooms such as Baccarat crystal or
Lladró porcelains, to be gracious in

59
their dealings with family members
and to keep curiosity at bay. Employees are strictly forbidden from
opening personal drawers and are not
even allowed to open the refrigerator
unless it is to clean it, she said.
At Home Maid, in business since
February 2007, broke even late last
year and is now working with its first
corporate client, an office in the San
Francisco Shopping Center. Torres
said word-of-mouth publicity has
brought her clients. She is currently
in the process of obtaining a loan under the “Key toYour Business” program that will allow her to add a second minivan and brand each vehicle
with the company logo. The money
will also help pay for the website she
needs to promote her business.
Seeking the loan now makes sense
to her as the company needs to grow.
But when it came to starting the business, Torres said she tapped her own
savings to the tune of $50,000. “I did
it for my peace of mind. I didn’t want
to get started by owing money,” she
said. While confident there is room
for growth (her goals this year are to
have 10 employees and acquire more
corporate business), Torres realizes she works in a delicate business
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based on trust. “This is a complex
business, and you need to conduct it
with a lot of care.”

YURIEN CANET & BRAULIO
HERNÁNDEZ, OWNERS,
MANITAS DE SEDA DAYCARE
CENTER, CAROLINA
Since opening in August 2007,
Manitas de Seda (Little Silk Hands)
daycare center in Carolina has seen
its enrollment steadily grow to
19 children, thanks to the service
it provides to families in the area
and neighboring towns such as Río

Grande, Canóvanas and San Juan.
And recently, the center received a
referral from the Family Department,
a source of pride to its owners Yurien
Continued on next page
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Canet, 37, and her husband Braulio Hernández,
42.
“It was unexpected,” said a pleased Canet, a
first time daycare operator who felt prepared to
handle this type of business thanks to her training
as a teacher. “We don’t just take care of children;
we also prepare them for kindergarten,” she said.
Manual skills, basic vocabulary and writing, even
table manners and some English words are among
the things children are taught while being cared
for at the center, which operates from 6:30 a.m.
to 6 p.m.
Manitas de Seda already operated as a daycare
center when the couple offered to buy it from its
former owners who had decided to sell the business. Hernández, a businessman with a wholesale
distributing business dedicated to the sale of auto
stereo equipment, said he was looking for a separate business to serve as a hedge against cyclical
downturns. After all, he handles luxury goods, not
necessity items, which makes his company susceptible to economic fluctuations. He said he and his
wife considered other types of businesses such as
a restaurant, a gas station and a medical lab before
zeroing in on the daycare business. “You won’t
become a millionaire, but it is stable,” said Hernández, who described himself as a natural businessman who is willing to take risks. As he put it, “If
you win, you win; if you lose, you lose. But at least
you gave it a shot.”
Buying an already established operation had an
advantage; the couple wouldn’t have to deal with
zoning issues, according to Canet. Still, there were
challenges along the way, especially all the paperwork requirements and getting the financing.
Initially the couple turned to a commercial bank,
but could not meet that bank’s high down-payment
requirement. They ended up getting a loan from
Banco Bilbao Vizcaya with a guarantee from the
U.S. Small Business Administration.
Under its permit, the center is allowed to care
for as many as 50 children, although Canet could
not say when she would reach that number. Current enrollment is just high enough to cover the
center’s expenses, such as salaries, insurance policies and its biggest cost, a mortgage payment of
around $2,400 per month. The goal, according to
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Hernández, is to reach maximum enrollment and Chief Justice William Rehnquist.
eventually open another center. Notwithstanding
After getting her law degree and being admitted to
the economic crisis, he said, you must keep going. practice before both local and federal courts, Caro
And, he added, “We have further ambitions.”
went to work as a staff attorney in the litigation
department of Martínez Odell & Calabria, before
YAHIRA CARO, ESQ., FOUNDER, INTEGRATED moving on to Ferraiuoli Torres Marchand & RoLEGAL SOLUTIONS, P.S.C., SANTURCE
vira. Caro is also a notary public and a certified meGoing solo was “scary,” diator licensed by the Puerto Rico Supreme Court
admitted an otherwise Alternate Dispute Resolution Methods Bureau.
unflappable Yahira Caro,
“At some point I knew the time had come to seria young attorney who ously weigh the options in front of me: continue to
started her own law prac- be an employee, or go solo,” she said, adding that,
tice out of a Santurce of- “Thanks to my fiancé’s support and savvy advice,
fice six months ago. “The I was able to create a thorough business plan, orgamost difficult part was get- nize ILS and start developing new clients.”
In addition to regular clients, Caro said she gets
ting adjusted to the idea of
losing the safety net of a referrals from Ferraiuoli and from two other colregular salary,” said Caro, who started in journalism leagues who also have successful practices in the
same building. Word of mouth, and the company
before switching to a law career.
With savings she had accumulated, a good busi- website, www.ilspr.com, are also helping to generness plan and help from her fiancé who is also ate traffic. “I’ve been fortunate; six months after
an entrepreneur, Caro was able to put aside her opening, our client list continues to grow steadily.
hesitations and forge ahead. Her Integrated Legal Our client base has now gotten large enough that
Solutions (ILS) practice, in the Madrid building on I have needed to contract two legal assistants, an
Loíza Street covers a wide array of legal services accountant, a paralegal and an information systems
including general corporate matters, commercial specialist.”
lending, real estate law, notary services, wills and
She even beat her “overly conservative” business
testaments, estate administration and contract draft- plan forecast. “Currently, ILS’ billing revenues are
ing. She also handles intellectual property law, la- already generating about three times the income
bor and employment law, civil and commercial I had initially projected,” said Caro, adding that
litigation and torts.
by diversifying her income stream, her firm is in
Caro has impressive credentials as a laywer, a good position to weather the loss of a major clibut her first love, she said, is journalism. A 1996 ent or a continued economic downturn. Still, even
graduate of the University of Puerto Rico with a a bad economy can have its silver lining. “There
bachelor’s degree magna cum laude in public com- are many legal matters prevalent during times of
munications, she was hired by Casiano Commu- economic belt-tightening, such as payment demand
nications where she started out as editor of ¡Qué claims and renegotiating contract terms and condiPasa!, then became editor of the now discontinued tions,” she said.
Vida Actual weekly, and finally managing editor
of CARIBBEAN BUSINESS (CB). It was while
MÓNICA FERRER, OWNER,
working full time at CB that she attended UPR Law
PAWTISSERIE, SANTURCE
School, earning her degree in 2004.
There is no denying that her first year in busi“This made for some very long hours, but I need- ness was tough, but former real-estate appraiser
ed to continue working to put myself through law turned entrepreneur Mónica Ferrer is holding her
school,” said Caro. In 2003, she joined a select ex- own with a little help from her friends.
change program at James E. Rogers College of Law
Ferrer, 43, runs Pawtisserie, a 400-squareat the University of Arizona, taking various special- foot store on San Jorge Street out of which she
ized courses that included a course on the history of sells home-baked treats and accessories for pets
Continued on next page
the U.S. Supreme Court taught by Supreme Court
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Hato Rey’s Golden Mile regarding
Santander de Puerto Rico and R&G
Financial Corp’s being on the selling block, officials at both institutions have emphatically denied the
rumors.
Although BBVA Puerto Rico is a
franchise of Spain’s BBVA and as
such does not trade its stock publicly
in the U.S. and therefore does not belong to the Puerto Rico Stock Index,
bank president Javier Flores has previously indicated BBVA Puerto Rico
plans to be an important player in a
possible consolidation of the local
banking industry.
“We are not particularly anxious to
change our size right now, but BBVA
Puerto Rico is here, will be here and
wants to be an important player now
and in the future,” said Flores during
a CARIBBEAN BUSINESS interview last year. “We certainly don’t
get nervous on the topic of market
consolidation. We know exactly
what things we like and don’t like
in this market, and we clearly know
where we want to grow. When the
time comes and the opportunities are
clear and mature enough, this bank
will make its move.”
As of Dec. 31, 2006, BBVA Puerto
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Rico reported a net income of $28
billion, $6.3 billion in total assets, total deposits of $3.1 billion and $1.6
billion in total securities. Established
in 1992, the bank had 1,104 full-time
employees and 41 branches at the end
of 2006.
Banco Popular de Puerto Rico President David Chafey said he had no
doubt there would be fewer banks on
the island one year from now.
“There’s the possibility that some
banks are looking at consolidation
opportunities along with others.
That’s a fact, and it’s happening,”
said Chafey. “In this process I see it
as a great opportunity for Popular.
We are looking at certain things in
terms of acquisition opportunities.
The Citibank transaction went well
for us, and we’re very happy with the
process and with the results, and if
there’s an opportunity to do more,
we’re going to pursue it.”
It’s in this type of environment
where institutions must keep investing and expanding the franchise to
remain strong during difficult times,
he added.
Chafey said consumers would benefit from a consolidation process despite the fact there would be fewer
players because the remaining institutions would be stronger.
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R-G Premier Bank President José
Díaz did not agree with Chafey, stating consolidation would reduce consumers’ options.
“Twenty years ago, there were 20
banks in Puerto Rico. Although they
weren’t the size of today’s players,
all institutions thrived and had businesses in certain niche markets,” said
Díaz. “Consolidation limits consumers’ options and that wouldn’t
be good. I don’t see a consolidation
happening in the near term, not as
long as the current economic climate
remains in effect.”
Furthermore, First BanCorp’s Aurelio Alemán said consolidation is the
byproduct of a contracting market
and sees it as a good thing.
“There has been contraction in
all aspects of market segments and
business areas. There are lower loan
volumes. There’s no growth in deposits. Obviously banks can’t obtain
the returns that stockholders require
and therefore there will be consolidation,” said Alemán. “There’s not
enough business for all players.”

In First BanCorp’s case, the institution benefited from the CitibankPopular transaction when Citibank
sold its local credit card portfolio to
Bank of Amercia, noted Alemán.
“We indirectly participated in that
Citibank transaction, because we
had a strategic alliance with MBNA
Corp. which merged with Bank of
America, and as a result the Citibank
credit cards became FirstBank credit
cards,” explained Alemán.
Oriental also hopes to benefit from
the expected consolidation of the local banking industry.
“In conceptual terms, we all know
the consolidation process is underway, as in the case of Citibank and
Popular. And this consolidation
process is excellent for Oriental because being a niche strategy bank,
this type of consolidation process
attracts potential clients that were
used to personalized service. They
would see Oriental as their only
alternative since only Oriental can
provide that level of service,” explained Fernández. 

Consolidation Announcements
& Notable Transactions
Santander acquires Island Finance
from Wells Fargo
February 26, 2006
Investment Group led by
Bear Stearns Merchant Banking
acquires a controlling interest in
Doral Financial Corp.
July 19, 2007
Bank of Nova Scotia acquires a 10%
interest in First BanCorp
August 27, 2007
Popular acquires retail brokerage
operations of Smith Barney
September 30, 2007
Popular acquires the retail banking
operations of Citibank
October 31, 2007
R&G Financial completes sale of R-G
Crown to Fifth Third
November 11, 2007
First BanCorp acquires
Virgin Islands
Community Bank
January 3, 2008
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for the purchase of a newly built
home to be used as main residence;
up to 10% of the sale price, or up
to $15,000, for the purchase of a
newly built home to be used as second home; and up to $10,000 for
the purchase of an existing home.
The government allocated $220
million of taxpayers’ money for the
tax credits. The law caps the limit of
existing homes to be available for the
tax credit to 1,500 units.
Puerto Rico Homebuilders Association (PRHBA) President Rafael
Rojo has insisted a large number of
newly built homes have been optioned as a result of the new law despite becoming effective during the
holiday season.
Advantage Business Consulting
President Vicente ‘Chenti’ Feliciano
expressed concerns as to what would
happen if, after the tax credits are
given out and the inventory of newly
built homes is sold out, developers
don’t start building new homes as
expected.
“That will be a double whammy
for the local economy because on
one hand you would have a further
contraction in construction activity, and on the other you would
have worsened the government’s
fiscal problem,” warned Feliciano.
There are reportedly 10,000 to
12,000 newly constructed homes in
the hands of developers that remain
unsold. According to the latest update
of the Demand for Housing Report
of the Puerto Rico Bankers Association, prepared by Estudios Técnicos
Inc., local annual housing sales are
expected to fall 2.9% in 2008, after having plunged 17.2% in 2007.
In his view, Santander de Puerto
Rico’s José Ramón González said
the local construction industry is
already going through a correction that the sector will soon begin
to experience in the mainland U.S.
“It’s an issue of supply and demand. The bright spot in all this is
the Tax Credit Law for New Home
Purchase. So far the first impression is that it has helped to move
inventory. If we move the inventory,
we remove the pressure from that
sector and help things move more
smoothly and allow for more projects in the future,” said González.
Bankers also noted another area
showing signs of concern are the
banks’ credit card portfolios, which
are also experiencing increases in
delinquency.
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IS CONSOLIDATION INEVITABLE?
Many in the local banking community and even stateside financial analysts insist the island is overbanked,
or with excess capacity, and consolidation is inevitable.
Puerto Rico has one of the best
financial infrastructures in the western hemisphere, with 550 branches,
1,400 teller machines and 47,000
point-of-sale terminals.
A consolidation of the local banking industry, according to some
observers, would be good for the
industry, as reducing the number of
players would improve the profitability of the sector, especially at a
time when banking institutions are
experiencing reduced profit margins
and costlier and more stringent credit
and loan-loss reserve requirements.
The main downside to an industry
consolidation would be a reduction
in the number of publicly traded
Puerto Rican companies, as practically all of them, with the exception
of thinly traded Margo Caribe and
newcomer Triple-S Management,
are financial institutions.
The question that remains unanswered is: will the much-talkedabout industry consolidation finally
occur this year and, if so, which
banks will be involved?
The local banking industry consolidation process came to a screeching
halt between 2001 and 2004 because

R-G Premier Bank
President,
José Díaz

the Federal Reserve was reducing interest rates very aggressively, which
created a curved interest structure
that proved to be fruitful for the
banking industry. As a group, local
banks were so profitable there wasn’t
really a need for any institution to
sell.
But there certainly have been several
efforts in that direction starting with
Santander acquiring Island Finance
from Wells Fargo in February 2006.
In February of last year, the Bank
of Nova Scotia (Scotiabank) announced it had purchased $95 million worth of newly issued First

BanCorp stock in a private placement transaction equivalent to 10%
of First BanCorp’s outstanding stock.
The agreement contained a clause
providing an 18-month window in
which Bank of Nova Scotia could
present an offer to buy the rest of
First BanCorp’s outstanding stock.
As part of the agreement, First BanCorp would refrain from soliciting
third-party offers.
In July, Doral Financial Corp. completed a $610 million recapitalization transaction with Doral Holdings
Delaware, a newly formed entity
in which Bear Stearns Merchant
Bank and other investors, including Marathon Asset Management,
Perry Capital, the D.E. Shaw Group,
Tennenbaum Capital Partners, Eton
Park Capital Management, Goldman
Sachs & Co., Canyon Capital Advisors and GE Asset Management
would invest in Doral Financial.
In August, Popular Inc. and Citibank N.A. announced the signing of
a definitive agreement under which
Popular Inc. acquired the individual
banking operations of Citibank in
Puerto Rico which consisted of 17
branches, approximately 230 employees, $1.1 billion in deposits and
$230 million in loans.
Popular Inc. announced in late
September the signing of a definitive
agreement pursuant to which Popular
Securities would acquire the operations of broker-dealer Smith Barney
in Puerto Rico from Citigroup for an
undisclosed amount.
Under the terms of the agreement,
Popular would acquire Smith Barney’s securities business in Puerto
Rico, which as of June 30, 2007 consisted of approximately $1.8 billion
in assets under management, some
15,200 accounts and 42 employees, including 26 financial advisors.
Earlier this month, First BanCorp
announced that it had been named
the winning bidder for the acquisition of Virgin Islands Community
Bank (VICB) in St. Croix, U.S. Virgin Islands. VICB has three branches
on St. Croix and deposits of approximately $58 million.
Industry observers claim Scotiabank could acquire the remaining
90% of FirstBank in 2008. Sources
contend negotiations are well underway to that effect and an agreement
could be announced during the first
half of the year.
Although rumors have been circulating in the financial sector of
Continued on next page

SMALL BUSINESS
and humans handmade by her or other talented
craftspeople.
“This first year had many challenges, and while
I did not make a profit, I am very close to breaking even,” said Ferrer, who opened for business
in December 2007 after plunking some $60,000
down to buy equipment, materials and to renovate
the store, which is on the first floor of a building her
family owns. Having no rent or employees to pay
is a bonus, but she still has to cover expenses.
“The hardest part, obviously, is not making a
profit. I have been able to keep up the business
thanks to the support of friends who order cakes
and other sweets for people; in this way I managed
to generate some money,” she said.
Ferrer’s store grew out of her interest in animal
rights. She is a committed animal activist who
rescues animals in need and tries to place them in
loving homes. Although Ferrer did not conduct a
market analysis before starting her business, she
did carry out test sales of her products by placing
them in several pet shops and veterinarian clinics. “My concept had a good reception,” she said,
noting that for years she had been following the
growing stateside market for pet products, a market

START-UPS WITH THE MOST POTENTIAL
IN 2008
Technology
1. Applications
2. Internet websites
3. E-marketing
Security
1. Security guard companies
2. Military-related equipment
Health
1. Daycare centers for the elderly
2. Transportation services for the elderly
3. Ambulance services
4. Clinical labs
5. Pharmacies
6. Personal care (spa, yoga, feng shui)
Environmental conservation
1. Recycling
2. Energy alternatives
3. Water, air and soil validation services
Sports
1. Golf equipment
Tourism
1. Restaurants
2. Ecotourism
3. Gourmet food manufacturing
Education
1. Daycare and learning centers for children
2. Arts academies
Professional Services
1. Engineering
2. Marketing and advertising consultants
3. Medical specialists
SOURCE: Puerto Rico SBTDC Network
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that is also growing in Puerto Rico. “There was
nothing like it on the island, so I thought that it
would be a good opportunity.”
Looking at ways to grow the business, Ferrer
said she would like to expand the holistic side of
Pawtisserie by importing more natural products
geared toward the well-being of dogs and cats. She
also recognizes the need to advertise instead of relying so much on word-of-mouth traffic. “The key
is publicity,” she said. “Even after a year, clients

are still coming in who knew nothing about my
business until recently.”
Although it has been tough, Ferrer said she feels
fortunate to be able to do what she likes. “Through
this opportunity I have been able to continue helping animals. Each person who enters the store gives
me the opportunity to educate, spread the message
and provide orientation. Little by little I reach more
people,” she said. “I’m happy doing what I do despite the sacrifices and limitations.” 䡲

