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Report No:  ISR9659

Implementation Status & Results
Honduras

Financial Sector Technical Assistance Credit (P040177)

Operation Name: Financial Sector Technical Assistance Credit (P040177) Project Stage: Implementation Seq.No: 20 Status: ARCHIVED Archive Date: 12-Mar-2013

Country: Honduras Approval FY: 2003

Product Line: IBRD/IDA Region: LATIN AMERICA AND CARIBBEAN Lending Instrument: Technical Assistance Loan

Implementing Agency(ies):

Key Dates
Board Approval Date 24-Jun-2003 Original Closing Date 30-Sep-2007 Planned Mid Term Review Date Last Archived ISR Date 02-Sep-2012
Effectiveness Date 15-Mar-2004 Revised Closing Date 28-Feb-2013 Actual Mid Term Review Date

Project Development Objectives
Project Development Objective (from Project Appraisal Document)

The proposed project will support the development of the institutional capacity of the Comisión Nacional de Bancos y Seguros (CNBS)and the Banco Central de 
Honduras (BCH) to address vulnerabilities of the Honduran financial system. In this context, the project development objective is capacity-building for dealing with 
weaknesses of the banking system, a prerequisite for sustainable growthand poverty alleviation. The project would achieve this objective by providing technical 
assistance for: (i) the design and implementation of a banking sector consolidation program, (ii) the reform of the payments system, and (iii) the improvement of selected 
aspects of the financial system infrastructure. A financial sector adjustment operation is planned in FY04 to complement the proposed technical assistance operation 
and achieve the objectives defined in the Country Assistance Strategy.

Has the Project Development Objective been changed since Board Approval of the Project?

Yes No

Component(s)

Component Name Component Cost

I. TECHNICAL ASSISTANCE FOR BANKING SECTOR CONSOLIDATION 3.08
II. REFORM OF PAYMENTS SYSTEM 5.87
III. IMPROVEMENT OF FINANCIAL SYSTEM INFRASTRUCTURE 0.66
IV. PROJECT ADMINISTRATION 1.29

Overall Ratings
Previous Rating Current Rating

Progress towards achievement of PDO Satisfactory Moderately Satisfactory
Overall Implementation Progress (IP) Satisfactory Moderately Satisfactory
Overall Risk Rating

Implementation Status Overview
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Report No:  ISR9659

Despite delays in project implementation (partially caused by the instability experienced during the Presidential term of Mr. Zelaya, from 2006 to 2010, in which four different 
Presidents were appointed to the Central Bank and three Presidents to the CNBS), the project achieved most of its Developmental Objectives by its closing date in February 2013. 
The last major activity of the project, the introduction of a modern payments system, has been partially completed and it is expected that all qualifying financial institutions will be 
making use of it by June 2013 at the latest.

Locations
No Location data has been entered

Results

Project Development Objective Indicators



The World Bank

Page 3 of 6

P
ub

lic
 D

is
cl

os
ur

e 
C

op
y

P
ub

lic
 D

is
cl

os
ur

e 
C

op
y

Report No:  ISR9659

Indicator Name Core Unit of Measure Baseline Current End Target

Compliance of all systemically important banks 
with CNBS prudential regulation, including 
capital adequacy norms that are aligned with 
international standards.

 Text Value All banks comply with CNBS 
prudential regulation, however 
these regulations are not 
consistent with international 
standard

According to CNBS, all banks 
comply with prudential 
regulation, which is consistent 
with international standards.

All banks comply with CNBS 
prudential regulation which is 
consistent with international 
standards

Date

Comments

31-Dec-2004
Achieved

30-Jun-2012
As reported by CNBS, all 
regulated financial institutions 
are in compliance with such 
programs. CNBS has loan 
loss provisioning standards. 
As of June 2012, Banco 
Lafise (Honduras)), S.A. had 
reported the lowest CAR in 
the country (11.37%), above 
the minimum required (10%). 
The System average is 
14.48%. 
The financial projection model 
is currently being tested and 
its use shall be possibly 
further fine-tuned with support 
of the WB. Each bank’s 
performance continues to be 
monitored using  “clue 
indicators” by the early 
warning committee (Central 
Bank, CNBS and if necessary 
the Financial Minister). Banks 
in a “high alert” condition are 
discussed and actions are 
taken if necessary.

28-Feb-2013
As reported by CNBS, all 
regulated financial institutions 
are in compliance with such 
programs. CNBS has loan 
loss provisioning standards. 
As of December 2012, Banco 
Promérica  (Honduras), S.A. 
had reported the lowest CAR 
in the country (11.05%), 
above the minimum required 
(10%). The System average 
is 14.67%. 
The financial projection model 
is currently being tested and 
its use shall be possibly 
further fine-tuned with support 
of the WB. Each bank’s 
performance continues to be 
monitored using  “clue 
indicators” by the early 
warning committee (Central 
Bank, CNBS and if necessary 
the Financial Minister). Banks 
in a “high alert” condition are 
discussed and actions are 
taken if necessary.

Increase Cost Efficiency of the Banking Sector  Text Value Admin Expenses / Assets = 
6.4

Admin expenses/Assets= 
8.49% (December 2012)

Admin Expenses / Assets = 
5.0

Date

Comments

31-Dec-2005
Not achieved

30-Jun-2012
Over the past year, the 
banking system reported 
stability or marginal 
improvement in efficiency 
ratios, which are substantially 
lower than regional peers. In 
June 2012, operating 

28-Feb-2013
Over the past year, the 
banking system reported 
stability in efficiency ratios, 
which are substantially lower 
than regional peers. In 
December 2012, operating 
expenses accounted for 



The World Bank

Page 4 of 6

P
ub

lic
 D

is
cl

os
ur

e 
C

op
y

P
ub

lic
 D

is
cl

os
ur

e 
C

op
y

Report No:  ISR9659

expenses accounted for 
4.05% of earning assets, 
which is equivalent to 8.10% 
on an annual basis (4.07% 
and 8.14% respectively in 
June 2011). The system´s 
profitability remains pressured 
by these expenses, which 
consume historically about 
80% of the banks´ operating 
income, and are growing from 
month to month.

8.49% of earning assets. 
(8.14% on an annual basis in 
June 2011). The system´s 
profitability remains pressured 
by these expenses, which 
consume historically about 
80%of the banks´ operating 
income, and have been 
increasing.

Reduced legal uncertainty in payments 
systems and improved risk management

 Text Value No clear regulatory framework 
for payment systems, no 
functioning lender of last 
resort

The technical implementation 
of a modern payments system 
is finalized. (Some) financial 
institutions have not yet 
adjusted their banking core to 
be able to connec to the new 
system. It is expected that all 
quaifying financial institutions 
will be connected latestby 
June 2013. The system 
includes the introduction of 
check code line clearing, a 
central security depositary 
forgovernment securities and 
equities for the holding of 
securities in electronic form; 
etc.  The legal framework has 
been strengthened and the 
BCH has explicit powers to 
oversee the payment system. 
A further update of the legal 
framework could be required  
in order to increase BCH,
soversight function to specific 
products (i.e.: MTO)

High value payments system 
fully operational for all 
participants in systemically 
important transactions 
The technically 
implementation of a modern 
payments system has been 
achieved; it is expected that 
all the entities of the financial 
system joint it in a couple of 
months. 
The system includes the 
national accounting system 
(SIGEF). The legal framework 
has been strengthened and 
the BCH has explicit powers 
to oversee the payment 
system. 
The draft of a new law of 
Payment System is already in 
Parliament and is expected to 
be issued in a couple of 
months, within this 
Presidential period

Date

Comments

31-Dec-2004
Largely achieved, RTS ready 
to operate, financial 
institutions in process of 
connecting

30-Jun-2012
The several plans elaborated 
by the CNBS in order to 
introduce the new criteria of 
risk supervisions on the 
financial systems have been 
implemented. A risk based 

28-Feb-2013
The several plans elaborated 
by the CNBS in order to 
introduce the new criteria of 
risk supervisions on the 
financial systems have been 
implemented. A risk based 
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supervision is on track  to be 
fully implemented.

supervision is on track  to be 
fully implemented.

Improved monitoring of the corporate sector  Text Value Corporate financial 
statements made available 
sporadically to the Central 
Bank, CNBS has access to 
borrower information only 
from some banks

CNBS and the Central Bank 
maintain a fully operational 
mechanism to monitor the 
corporate sector as pillar of 
an early warning system of 
financial sector problems.

CNBS and the Central Bank 
have established a fully 
operational mechanism to 
monitor the corporate sector 
as pillar of an early warning 
system of financial sector 
problems.

Date

Comments

31-Dec-2005
Achieved

30-Jun-2012 28-Feb-2013

Increased Quality, transparency and timeliness 
of information available to CNBS and BCH on 
bank soundness and major corporate clients

 Text Value Significant delays in the 
provision of data by banks

All banks continue to  report 
requested data to the CNBS 
on time, complying with 
established timelines.

All banks are reporting 
requested data to the CNBS 
on time, complying with 
established timelines.

Date

Comments

30-Mar-2005
Achieved

30-Jun-2012
Currently there are no delays 
in the provision of data by 
banks.  Only one institution 
requested once a 5-day 
extension to present its 
monthly data.

28-Feb-2013
Currently there are no delays 
in the provision of data by 
banks.

Intermediate Results Indicators

Indicator Name Core Unit of Measure Baseline Current End Target

Banking resolution framework and 
capitalization fund capabilities

 Text Value Inadequate banking resolution 
framework not based on 
minimum costs principles.

The operational procedures 
for a bank resolution process 
have been successfully tested 
(Banco del Pais , La 
Constancia, Banco de los 
Trabajadores). 
the resolution of the public 
agriculture bank BANADESA 
however remains pending.

The operational procedures 
for the resolution process has 
been finalized and the fund 
established 
The operational procedures 
have been proved and all the 
failed banks of the system 
have been expulsed or 
merged with a sound 
institution

Date

Comments

15-Mar-2004
Achieved

30-Jun-2012
The Borrower has established 
a deposit insurance scheme, 
FOSEDE, as a decentralized 
institution. FOSEDE is fully 
operational and properly 
capitalized.

28-Feb-2013
The Borrower has established 
a deposit insurance scheme, 
FOSEDE, as a decentralized 
institution. FOSEDE is fully 
operational and properly 
capitalized.
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Data on Financial Performance (as of 04-Feb-2013)

Financial Agreement(s) Key Dates
Project Ln/Cr/Tf Status Approval Date Signing Date Effectiveness Date Original Closing Date Revised Closing Date

P040177 IDA-38000 Closed 24-Jun-2003 16-Oct-2003 15-Mar-2004 30-Sep-2007 28-Feb-2013

Disbursements (in Millions)
Project Ln/Cr/Tf Status Currency Original Revised Cancelled Disbursed Undisbursed % Disbursed

P040177 IDA-38000 Closed XDR  7.20  7.20  0.00  6.84  0.36  95.00 

Disbursement Graph

Key Decisions Regarding Implementation
No decisions pending

Restructuring History
There has been no restructuring to date.

Related Projects
There are no related projects.


