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At the end of 2005, CABEI reached its 45th year of efforts to promote development and integration in the region.
Accomplishing, during this period, by large and in a sustainable manner, the operational goals established, and continuously
improving its administration and organization, with the objective of providing high quality financial services, increasingly
efficient in terms of times and methods.

Financial Results

Balance Sheet

The Bank's Balance Sheet as of December 31, 2005 reflects assets growing by 9.3%, versus year 2004, and attaining
US$3,783.0 million, and a gross loan portfolio that reached US$3,178.7 million, 14% more than the results obtained the
previous year.

Total Assets Series Net profits

In US$ million

Net profits for this exercise reached US$56.6 million, slightly
above the level attained in 2004 of US$56.2 million.

3,783.0

Return of Equity

=
é Return on Equity was 3.9%, lower than the results in 2004,
< influenced by an increase in equity of 5.0% compared to 2004, to
US$1,447.5 million.
Reserves Provision
3,191.2
Reserves established for losses on loans totalized US$121.7
million, US$70.2 million (57.7%) are for the public sector and
: : US$51.5 million (42.3%) for the private sector.
99/2000 00/01 02 03 04 05
Years
Resources Procurement

In 2005, CABEI obtained US$1,033.6 million from external sources. From this total amount, US$699.2 million are
medium and long term resources contracted by governments, export credit agencies and international banking
institutions. In addition, US$334.4 million were procured in international capital markets through the placement of
securities in the United States, Singapore and Costa Rica.

Approvals and Disburs_ements Series
Credit Results In USS million

Approvals and Disbursements

CABEI's credit activities in 2005 were highly
successful: with US$1,777.8 millions in loans
approvals, an increase of US$1,014.5 million
(132.9%) compared to approvals in 2004.
Following an equal trend, disbursements
attained US$1,313.3 million, US$193.8 million
more (17.3%) than total disbursements the
previous year. e
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The following graph shows the increasing and
sustained behaviour of approvals and 92000 oot o 03 w0
disbursements of the last five-year period. Years
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Institutional Support to the Strategic Themes

In Poverty Relief

Millennium Challenge Account

CABEI granted non-reimbursable technical cooperation
funds to support the Governments of Honduras
(US$125,000), Nicaragua (US$125,000) and El Salvador
(US$215,000) with two objectives: i) achieving
eligibility of these countries to the Millennium Challenge
Account (MCA) and ii) preparing country proposals in
order to access MCA resources. The outcome of these
joint efforts between CABEI and its member countries
was that Honduras obtained an MCC financial
contribution of US$215 million, while US $175 million
were approved as a financial contribution to Nicaragua.
El Salvador is currently in process to achieve the benefits
of'this initiative.

Promoting Micro, Small and Medium-Sized
Enterprises (MSMEs)

The Bank renewed its strategy to service this sector with
the objective of generating employment and contributing
to poverty reduction in the region. During this period, the
Bank defined the Business Plan of the MSMEs Unit and
initiated its implementation through the fusion and
redefinition of its programs. This new strategy will allow
the Bank to improve and increase MSMEs' access to
financial services, strengthen the development of
financial institutions working with this sector and
contribute to the development, growth and productivity
of enterprises.

In this sense, a productive chain project was launched in
the Central American countries, aimed at using factoring
to provide liquidity for small and medium enterprises
(SMEs) in the region. In addition, CABEI, supported by
the World Council of Credit Unions, initiated the
integration of the cooperative sector to its chain of
intermediaries.

The promotion of this sector in the different countries
resulted in an increase of the Bank's portfolio from
US$116 million in 2004 to US$196 million in 2005. In
addition, 14 new institutions were incorporated to the
intermediation programs directed to MSMEs,
intensifying the impact of resources in this sector.

Border Zone Development Program

The implementation of the joint European Union-CABEI
Program to develop Border Zones in Central America
continued. This programme is aimed at contributing to poverty
reduction in border-zone municipalities, by building
capacities among the population in management and social
participation through the implementation of projects.

Work was oriented to two fields in 2005: consolidating project
development planning and starting implementation of
initiatives. According to the plans, the Fundacion Ciudadania
Activa (FCA) was contracted to carryout regional field work,
generate the projects and undertake external supervision. The
purpose of this action is to focus management and provide the
driverequired by this program.

Under initiative development, 11 projects were identified for a
total of US$3 millions. These projects are mainly health, water
resources sanitation, forest protection, infrastructure,
education and food security initiatives. Studies were initiated
to determine whether these initiatives are financially
sustainable.

Because of its special dynamics, this program required a
significant effort to train local actors in project identification,
planning, elaboration and reporting and, as a consequence,
supporting the region's social development process.

CABEI's cooperation as a response to Natural
Emergencies

As part of its strategy to support the region to face natural
disasters, once again the Bank joined cooperation efforts to
contribute to emergency and rehabilitation tasks of its member
countries affected by the different hurricanes and natural
disasters that struck the region. For this purpose, non-
reimbursable financial cooperation was granted in the amount
US$1,000.000.00 to provide emergency relief to the Central
American population affected by hurricanes Stan, Beta,
Wilma and Katrina. Guatemala received US$200,000;
Honduras US$250,000; El Salvador US$100,000: Nicaragua
US$250,000; México US$100,000 and the Central American
citizens residing in New Orleans and hit by Hurricane Katrina,
US$100,000.



Trust Fund for the Implementation of the Regional
Programto Assist Burnt Children

To promote a regional program to assist, rehabilitate and
prevent burnt children in Central America, CABEI granted
non-reimbursable financial cooperation by the amount of
US$500,000 that will be used as seed capital to create a trust
fund to implement this program in the region. The program
will be implemented by the Nicaraguan Association in
Favour of Burnt Children (Asociacidén Pro Nifios Quemados
de Nicaragua - APROQUEN). This trust fund will be
administered by CABEI and strengthened with grants from
countries, public and private entities, humanitarian
organizations, cooperation agencies, development
multilateral banks and other institutions.

Strengthening Central American Social Integration

In its search of strengthening social integration of the
Central American countries, CABEI granted the Central
American Integration Secretariat (SICA) US$915,000 as
non-reimbursable financial cooperation. This financial
cooperation will be used to formulate regional projects in the
social area. With this support, the Bank is fostering policies,
programs and projects that standardize integrate and equal
human development in the region, improving social
indicators in this region through coordinated projects.

Promoting an Agriculture Insurance Market in Central
America

The approval of US$449,000 demonstrates CABEI's
significant support to small and medium-sized producers.
This financial contribution is aimed at promoting a project to
develop a Central American agriculture insurance market.
The project will allow producers in the region to manage the
production risks they normally face and will also facilitate
their access to credit, thus, strengthening the development of
the agricultural sector.

Financial operations in Poverty Relief

Significant progress were achieved during 2005 in the
strategic theme of poverty relief, consequently enhancing
CABEI's impact in the region. During this period, there was
a major concentration of long term loan approvals for the
Social Sector. The Bank increased its resource contribution
from 10.7% in 2004 to 40.9% in 2005, with a total approved
amount of US $697.2 million for projects related to the
poverty relief theme. Likewise, disbursements for this
sector totalized US $346.1 million equivalent to 26.4% of
total disbursements.

Certain expected or ongoing social impacts of CABEI
funding for the development of the countries:

? 53,000 children receiving integral attention in 38
municipalities. Training for pregnant women and mothers
breastfeeding their children in parenting practices
(Nicaragua)

? 3,700 beneficiary women living in extreme poverty
conditions in 80 depressed municipalities have accessed
12,450 credits and received technical assistance to establish
productive units, which has improved the quality of life of
approximately 18,500 inhabitants. (Honduras)

? 1.2 million beneficiaries through the expansion of
potable water and sewage services, broadening its coverage
in the metropolitan area and 19 cities. (Costa Rica)

? 25,183 employments through support to the rural
productive sector. The population living in poverty
conditions has been benefited by an increase in their
effective income and through a non reimbursable
contribution as seed capital for 16,323 productive activities
and the implementation of 610 literacy sub projects.
(Guatemala)

? 100 computer school rooms in operation that will
benefit 70,000 students and provide Internet access to 595
education centres, including computer English teaching
programs. 420,000 students will benefit from these services.
In addition basic infrastructure has been habilitated in the
University of El Salvador, benefiting 30,000 students. (El
Salvador)

In Integration

Incorporation of Spain to CABEI

In March 2005, Spain consolidated its cooperation
commitment with the Central American region through the
conclusion of its adhesion process to CABEI. Spain is the
first European member of this institution as well as the first
non-regional country with a triple-A rating, with a
subscribed capital of US$200 million.

Non-Founding Beneficiary Countries

With the purpose of strengthening further commercial and
investment relationships with Central America, Argentina
and Colombia, non-regional members of the Bank, were
granted a beneficiary-member country status. As a result,
these two countries can access CABEI credits provided they
are used to foster development in Central America. In
addition, steps have been undertaken to expand CABEI's
market in new non-founding regional beneficiary countries
such as Dominican Republic, Panama and Belize.



Reinforcing the Plan Puebla - Panama

Throughout 2005, CABEI continued increasing its
support to the development of the Plan Puebla Panama,
having achieved the approval of US$812.5 million,
reaching 81% of its commitment of US$1,000.0 million.
Approvals under this Mesoamerican Initiative are
distributed in diverse sectors such as road infrastructure,
energy, natural disasters prevention, support to
sustainable development and Multisectorial investment
public programs.

Regional Payment System

Several advances have been achieved in the initiative to
develop a cross-boarder payment system. First, a joint
project has been developed with the Central American
Monetary Council (CMCA, Spanishacronym, in which
the Bank will act as manager of this system. A non-
reimbursable technical cooperation of US$100,000 was
approved for this initiative. The implementation of this
system will favour the development of inter-banking
markets, standardized public debt markets and the
adoption of common accounting standards. Likewise, it
will offer other financial services aimed increasing
integration and competitiveness of regional financial
systems. Second, the Bank is developing technological
infrastructure to create a regional payment clearing
system.

Integration of Stock Markets

In this field, evolvement have been achieved in close
coordination with the Stock Market Association of Central
America, Panama and Dominican Republic (BOLCEN,
Spanishacronym, through an agenda of actions that will
provide markets with soundness and liquidity. For this
purpose, three proposals are currently under study: the
first related to CABEI's participation in a scheme that
provides access to international broker firms and
wholesalers to local stock markets. The second, targeted to
the Bank's participation as clearing officer and custodian
of the stock markets, whilst the third one consists of the
creation of a society that will provide information to
regional markets about stock markets.

Unification of Banking Supervision Systems

Aimed at promoting standardization, harmonization and
integration of supervision processes in the area and
reinforcing prudential, normative and accounting fields, since
2004 CABEI has been working to develop a Program to
Strengthen Central American Bank Supervision. As aresult of
this programme, module I, related to the creation of a
common classification called Single Accounts Manual was
implemented in 2005. Likewise, there were significant
progress in Prudential and Normative Field, where a
diagnostics was prepared for reforms required by Basel I1.

Fostering the Customs Union

To foster the Central American Customs Union, the Bank
approved US$2.5 million dollars as non reimbursable
financial cooperation for the region. This financial support
will enable the governments to advance in the integration
process and to put into practice the Central American
Customs Union related decisions. The total amount of this
cooperation will be distributed in US$500,000 for each
Central American country, to support the bilateral and
regional negotiation processes among governments, private
sector and all sectors involved in trade and support services
activities.

Social Cohesion Fund

Taking advantage of the successful experiences of European
integration efforts, the Bank financed a study on the creation
of a Social Cohesion Fund, oriented to mitigating possible
impacts of the Customs Union and benefiting from its
advantages as well as to reducing social and economic
disparities among countries in the region. CABEI approved
this proposal in 2004 and submitted it to consideration of the
Central American Ministers of Foreign Affairs and Ministers
of Economy in 2005.

Financial Operations in the Integration Theme

In 2005, operations were approved in the amount of
US$242.3 million for projects under the integration theme,
equivalent to 14.2% of total approvals. Also, disbursements
for this subject attained US$336.8 millions, a 25.6% of the
total amount disbursed during 2005.

Expected or ongoing impacts of CABEI's funding to promote integration of the Central American Countries:

* In Road infrastructure, 100.4 kilometers of roads, 13 bridges, 17.8 kilometers of sewage systems, integrating and
developing the Meso-American region and facilitating interconnection of the main ports of the Pacific and Atlantic coasts of

Central America (Honduras)

* 196.4 kilometers of paved roads, benefiting 370,000 inhabitants and interconnecting the country with the rest of Central

America (Department of Peten, Guatemala)

* 155.4 kilometers of roads constructed through the National Program for Roads and Rehabilitation of Paved Roads to

interconnect El Salvador to the rest of Central America.



* Inthe energy sector: 20 megawatts a year to generate geothermal energy, thus contributing to currency savings on oil imports
and reducing environmental contamination. Expansion of power capacity to connect the region's power interconnection

network to clean energy (Nicaragua).

* In telecommunications: 898.3 kilometers of fibre optics transportation network, increasing service coverage for
transmission in the 7 provinces countrywide, as well as in the Central American region. (Costa Rica).

In Globalization

International Capital Markets

As part of CABEI's funding strategy aimed at diversify
funding sources and consolidating CABEI as an
international issuer, the presence of the bank in international
markets was increased. The Bank's rating has allowed the
institution to reinforce its active resource mobilization from
international markets, at more attractive and favourable
conditions and consequently to make them available for the
development and integration of'its beneficiary countries.

In 2005, the Bank was able to attract US$334.4 millions from
the issuance and placement of securities in the international
capital market. Among the issuances carried out, it is
important to highlight the successful placement of US$200
million in New York and an additional US$60.0 million in
the Singapore Capital Market, the first transaction ever
carried out by a Latin American issuer in the local currency of
this Asian country.

Through these issuances the Bank has successfully attracted
United States, European, Asian and Latin American
institutional investors, as well as an important participation
of Central American investors, since certain transactions are
concurrently recorded in the Central American Stock
Market, creating better conditions for capital repatriation.

Central America-Dominican Republic-USA Free Trade
Agreement

As a positive result of the joint efforts of CABEI and its
member countries, through a non-reimbursable technical
cooperation, DR-CAFTA was ratified by the national
congresses of Guatemala, El Salvador, Honduras and
Nicaragua. Costa Rica is still pending. The coming into force
of DR-CAFTA opens new investment and trade
opportunities for Central American countries. Thus, the
Bank is preparing new products and services to strengthen
competitiveness, investment, trade and an intelligent
insertion of the Central American countries into the global
economy.

In addition to the non-reimbursable technical cooperation
granted to the countries at the beginning of the negotiations,
the Bank continued supporting them throughout 2005 in the
preparation and implementation of a strategy for Central
American countries to achieve CAFTA ratification by United

States Congress. The US House of Representatives ratified
the treaty mid-2005. Given the importance of trade
liberalization and competitiveness to the Bank's strategy,
CABETI also participated as catalyser in regional dialogues
and events to support DR-CAFTA's socialization,
disclosure, discussion and ratification.

Strengthening Competitiveness

CABEI chairs the Executive Secretariat of the
Mesoamerican Council for Competitiveness (CMC,
Spanishacronyn), an instance of the Meso-American
Initiative to Facilitate Trade within the Plan Puebla Panama
(PPP) framework. This instance is a forum where public and
private sector converge to join efforts in favour of regional
competitiveness. In this field, CABEI's contribution has
improved the Meso-American Region's competitiveness by
generating strategic alliances between Regional Initiatives
and Instances, facilitating decision making, promoting
intersectorial relationships and supporting the adoption of
legal frameworks.

In this context, the financial systems supervising bodies of
Belize and Mexico have been incorporated to the technical
committee on Basel II Central American Council of Bank,
Insurance and Financial Institutions Superintendents. This
will facilitate the adoption of standards and strengthen the
region's financial systems. Additionally, alliances have been
established with the Central American and Panama Science
and Technology Commission to foster competitiveness both
in this sector as in the regional academia sector through the
incorporation of the Central American University Superior
Council (CSUCA, Spanistacronyn) to this initiative.

Furthermore, CABEI and Colombia support, through
cooperation agreements, the technical-vocational education
for the most disfavoured population in the Central American
region, and through a joint program of technology
innovation aimed at improving productivity and
competitiveness of the productive and services sectors of
the Central American countries.



Evolvement of the initiative to Market Certificates of Emission Reduction

The Bank continues developing the Program to Support Marketing of Certificates of Emission Reduction (CERs). To this end,
CABEI signed in August 2005, a US$100.0 million agreement with the Japan Bank for International Cooperation (JBIC) to
finance projects that could become Clean Development Mechanisms (CDM) and therefore promote the issuance and
marketing of CERs. This would generate additional income for project implementers, provide financial sustainability, and
procure resources to finance new environmental projects in the region.

The Clean Development Mechanisms is a model adopted by the Kyoto Protocol that contributes to promoting actions that will
mitigate climate changes.

Financial Operations in the Globalization Theme * Improve competitiveness of the most important textile
plantin the region (Caracol Knits), with the installation of

In 2005, 45.0% of total approvals, US$767.2 million, were for an electricity co-generation system, potabilizing plant

Globalization-related projects, and US$630.4 million, and stamping machine (Honduras).
equivalent to 48.0% of total disbursements, were disbursed o ) .
during that same period. * 10,800 new direct jobs generated with the construction

of 14 industrial facilities. (Honduras and Nicaragua).

Expected or ongoing impacts of CABEI's funding to o o .
promote a competitive insertion of the countries into the ~ * 2.13 million pounds of tilapia exports, and a foreign

world economy: currency generation in the amount of US$17.8 million
(Honduras).

* Modernization and strengthening of tributary and customs * 79 permanent bridges and 21 temporary bridges in

areas of the Ministry of Finance of Costa Rica. This will lead to different regions to facilitate exchange of goods, services

amore efficient tax collection and supervision. and persons, leading to the generation of 1,403 direct

employments. (Guatemala).

* Support to assure stability of the financial sector, through
facilitation of contingency lines for Central Banks
(El Salvador and Costa Rica).

Institutional Transformation

During 2005, significant progresses were achieved in the consolidation of the conventional markets of the Bank. Besides, a
process was initiated to start operations in the Republic of Colombia, a global line of credit was approved for a Costa Rican
bank affiliate in Panama and operations have been identified in Dominican Republic.

Pursuant to its Strategic Plan, the Bank has identified and defined seven Industry Strategic Units, on which the Bank will
focus actions: Energy and Environment, Agribusiness, Science and Technology, Housing and Tourism. The Bank will also
continue emphasizing its work in current units: Infrastructure and Micro, Small and Medium-sized Enterprises (MSME).

In 20035, several high impact products were designed and in some cases implemented, among which it is important to
highlight:

K Sectorial and Multisectorial Credit Facilities; K The modification of Article 8 of the Constitutive Agreement was
Approved, thereby providing  greater flexibility to

KProject Finance (participation in 5 operations); financial reconversion operations.

KWorking capital lines of credit for enterprises; KPre-investment scheme to generate a long-term project portfolio;
and

KIFIs own working capital and investment lines of
credit; KDesign of an Infrastructure Mezzanine Fund.

kUS EXIMBANK scheme.



Similarly, work has been undertaken to develop issues
such as subordinated debt, financial reconversion,
purchase of portfolio, liquidity line for financial
intermediaries and implementation of a funding scheme
for possible candidates to Clean Development
Mechanism projects.

All these products will provide CABEI more flexibility
to service traditional markets and will facilitate its entry
tonew ones.

In this field, it is remarkable the definition and
elaboration of the Portfolio Risk Rating System, as well
as the compilation and drafting of the Credit Policy
Manual, in addition to the implementation of the
methodology to analyze and assess the eligibility of
credit unions. The new credit analysis program
(Moody's Financial Analyst) was installed and the
respective personnel trained.

For Business Management, an indicator evaluation
system was implemented for Regional Country
Management, with the objective to guide business
management. These indicators include, among others,
goals for portfolio growth, portfolio in arrear,
profitability, new clients and MSME portfolio growth,
approvals, allocations to third parties and use of Global
Lines of Credit (GLC).

In the field of Client Knowledge, the Policy and
Manual on Prevention of Asset Laundering and illegal
acts of similar nature were approved. Additionally, this
issue has been disclosed to all the Bank's personnel and
an officer appointed to assure full and adequate
enforcement of this policy.

For Institutional Risks, a Risk Management manual
was prepared which will enable management areas to
implement procedures and methodologies to identify,
assess, measure and monitor its risks.

In the Legal Counseling area, contracts were
standardized and adjusted according to US legislation
contract formats and credit regulations

Toward Institutional Relations concerns, advances
were achieved in the identification and design of an
institutional communications strategy that will enhance
CABEI's image and the way it projects itself as an
institution both at the regional and international levels.

The design of a Performance Management system, the
conclusion of the professional classification system, the
introduction of a new salary classification and the
design of the fixed retribution an variable retribution
modalities can be highlighted under the
Organizational Perspective. All these efforts target
the alignment of human capital management to the
achievement of the Institutional objectives.

Also, key positions such as Executive Vice-President,
Operations Manager, Credit Manager, Treasurer, Chief of
Banking Services, among others, were occupied.

In the field of Processes, Application and Technology, the
following modules were implemented:  Accounting,
Budget, Bank, Purchase, Inventory and Suppliers Payable
Accounts and Employees Receivable Accounts.

The Management Information System was developed and
started operating. This system allows the review,
consultation and generation of personalized reports for
disbursements and approvals to measuring profitability in
the Country Regional Management.

In addition, a Commercial Management software
application (GECCO) was developed and put into operation.
This software provides operationability for the commercial
processes of the financial products of the Bank's, from
identifying business, continuing with the pre-analysis,
analysis, approval, disbursement, recovery, follow-up,
supervision, and concluding with evaluation. Its design also
provides support for the new financial products of the Bank.

2004-2009 Global Strategy Implementation, Follow-up
and Evaluation

During 2005, CABEI established the Evaluation and
Follow-Up System to the new 2004-2009 Institutional
Strategy approved and implemented in year 2004. This
System includes the Strategic Management Balanced
Scoreboard (SMBS) conceived according to four Strategic
Perspectives: 1) Members and Beneficiaries; ii) Finances
and Portfolio; iii) Processes, Structure and Technology; and
iv) Human Resources.

Two Global Management Indices, deriving from the SMBS,
were defined and constructed to measure strategic
performance. These are the Strategic Management Balanced
Index (SMBI) and the Institutional Performance Annual
Index (IPAI). The first measures the Bank's performance as a
whole and comprises twelve strategic indicators which
provide clarity to all the organization members with regards
to institutional objectives. The second measures
performance, calculated from a select group of key
indicators, and can clearly evidence the critical performance
of the Bank. Furthermore, this indicator is related to a
Performance Extraordinary Compensation (PEC) and
directly associated to the Performance Management
System. This linkage scheme points to achievement, since it
encourages personnel to seek an extraordinary performance.
To instrument this process, a continuous follow-up of
indicators and strategic performance of the Bank was
needed, and a final management evaluation report was
prepared covering the full period.



Achievements in the Construction of the Bank's Strategy Architecture

Vis-a-vis the expansion of the Strategic Architecture of the Bank, and with the purpose of supporting the development of the
Energy Sector of Central America, the 2005-2010 Strategy and Investment Plan was facilitated and developed. In addition,
progress was made in the development of Strategies for the Financial System, Environment, Water Resources, and Poverty
Relief, based on the feedback from multidisciplinary teams formed by several offices of the Bank.

Finally, the strategic guidelines on which the 2004-2006 funding for Honduras is based were updated, as a follow-up to the
Honduras Consultative Group.

Disclosure of CABEI's Global Strategy
Aimed at promoting a clear image on the Bank's institutional direction and future vision, disclosure activities continued both

internally and externally. For this purpose, several presentations were held and the Strategic Synopsis, Global Strategy Macro-
Objectives and Institutional Indicators and Strategic Goals were published.
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