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THE REPORT

ABOUT
THIS REPORT
This report has the purpose of
presenting the transcendental
steps taken by Banco Regional to
transform itself into a solid and
solvent Economic Group.

Seguros [Insurance Company], without
neglecting the social purpose which is
an intrinsic part of the company and
which has led it to create Fundación
Regional [Foundation].

With the same attitude and with
the same commitment undertaken
in previous years, the institution
incorporates new business units
such as Regional Casa de Bolsa
[Brokerage House] and Regional

In this report, one can see the
reflection of a year of hard work, the
commitment that Regional maintains
with its clients and the communities it
operates with, to add up to the desired
development of the country.
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Message from the President
ending 2018 with a lower growth than the
one that was initially expected.

margin of our Bank, which along with the
impact of non-recurring administrative
expenses related to technological licenses,
expenses arising from the process of issue of
international bonds and higher forecasts on
the loan portfolio, determined a decrease of
our profitability to 10.3% in 2018.

The drive of agribusiness, the main
strategic sector of our Bank, has been
reflected in an increase of demand of
credits through its value chain, which
alongside the dynamism of other sectors
during the first semester, has influenced
an increase in the loan portfolio which has
not been seen since 2015.

Considering this profitability, the Board
and the Management team have worked
to create new business models and new
sources of income that supplement the
business that arise from corporate and
personal banking.

DEAR SHAREHOLDERS,
2018 has been the second consecutive
year of very good performance in soybean
production, which was a pillar of growth
in the economy, particularly during the
first semester. Unfortunately, and before
the influence of externalities arising
from the weakness of other regional
economies, such as Brazil and Argentina,
the economic dynamism of the country
was weakened in the second semester,

In fact, during the most part of 2018,
our Bank reflected the faster rhythm of
growth in the loan portfolio in the banking
system. However, interest rates have
recorded a decreasing trend throughout
2018, as a consequence of the significant
liquidity that the banking system
accumulated in 2016-2017 when the loan
portfolio recorded only minimum growth.

In that way, “Regional Casa de Bolsa”
was incorporated to offer new financial
services and products for corporate banking,
companies and private banking clients and
in 2018, the negotiations for the purchase
of Regional Seguros concluded with the
operation executed in February 2019, which
will allow increased competitiveness
for the insurance banking model and the

The aforementioned drop in interest rates
influenced a decrease in the financial
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strengthening of our Bank as a f
inancial group.
Even in the context of profitability that is
lower than expected, we have ended 2018
with very strong capital, portfolio quality
and liquidity ratios, which have allowed
prestigious international rating agencies
such as Standard and Poor’s and Moody’s to
ratify the ratings of our bank and its trust in
the outlook for 2019.
Our Bank has prepared for the cancelation
of international Bonds issued in 2014
with a new issue in 2018. However, the
circumstances of international markets
in mid-2018 did not allow for an issue
that would be aligned with the Bank’s
expectations as to interest rates after
an excellent performance of the bonds
throughout their term of validity.
Nevertheless, the access to different and
expanded sources of external funding for

2018 REPORT – ECONOMIC GROUP

our Bank allowed to implement strategies
that ended up in success, with a decrease
of financial costs related to the external
funding of resources that positively
influenced on the profitability of the Bank in
the coming years.
In 2019, we think that the agricultural
sector will demand more financial support
after a soybean season marked by climate
difficulties that affected its productivity.
As usual for our institution, we will keep
offering support for our clients in the long
term, honoring our commitment to said
sector even before negative cycles and
trusting in its recovery in the short term,
based on its high levels of competitiveness.
However, the dynamism of the rest of
the economic sectors will influence the
evolution of the loan portfolios of the
banking system, and the deceleration of the
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rhythm of economic growth perceived
from late 2018 will make us more cautious
for the expansion of our operations to
other sectors in order to maintain our
levels of defaulting in levels that are below
the market average and aim towards a
more robust growth with a sustainable
profitability.
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strengthening their competitiveness, as
well as the diversification of
our investments.
In the regional and international scope,
the economies will continue to reflect
volatility and a dynamism in deceleration.
Therefore, the external scenario will not
be adequate for an accelerated expansion
of business and will define an equally
complex environment for the economy of
our country. These reasons lead us to face
2019 with moderation, focused on stability,
solvency and liquidity of the bank, and a
rigorous management of administrative and
personal expenses, and our loan portfolio,
to minimize allowances and to recover
our profitability.

Under these circumstances, we will
continue to put emphasis on a rigorous
control of expenses with our management
and investments focused on digital
banking and higher levels of efficiency.
We project a modest economic dynamism
during the first semester of 2019 and we
expect the expansion of our loan portfolio
to be greater in the second semester,
periods in which we will continue to be
involved in road infrastructure projects to
strengthen the logistics of our clients and

We see that the performance of the 2018
financial year has to be obviously corrected
and improved, and from the Board and
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the Management, we have aligned the
goals of each line of business and each
supporting area of the Bank to return to
acceptable profitability levels. We are a
bank that is recognized by its strength and
leadership, by its reputation for business,
by its commitment to our clients and we
will continue to be focused on higher
profitability with sustainable risks.
The Board, the Management and each
collaborator in every area of the Bank will
make every effort to achieve these goals.

SINCERELY,
RAÚL VERA BOGADO
EXECUTIVE PRESIDENT
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The Bank

Name of the Company

SINCE ITS BEGINNINGS IN 1991, IT

Address

HAS BEEN CHARACTERISTIC FOR

CARLOS ANTONIO LÓPEZ N° 1348 E/ ARQ. TOMÁS ROMERO PEREIRA Y 14 DE

BANCO REGIONAL TO PROVIDE

MAYO, ENCARNACIÓN, DEPARTMENT OF ITAPÚA

BANCO REGIONAL S.A.E.C.A

THE NECESSARY TOOLS FOR THE
PROCESSES OF GROWTH OF PEOPLE
AND THE COMMUNITIES WHERE IT
OPERATES.

In that way, consolidated as a Bank that
grows with its people and its community,
it is now a part of an Economic Group that
contributes to the social and economic
development of the country.

Collaborators

Common Shareholders

Preferred Shareholders

653

560

373

Customer
Service Branches

ATMs

SSTs

36

89

51

Fundación Regional, the institution sets
the basis to build a new present and direct
its future and the future of people that
trust it.
Without forgetting the reasons for its
creation, such as facilitating access to
credits for producers of the department

With its new business units: Regional Casa
de Bolsa and Regional Seguros, alongside
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of Itapúa and having a competitive
financial institution near clients, the
Bank understands that the current
needs and demands of the market are
ever more demanding and challenging.
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In this context, it proves its ability to
respond to changes and transformations,
and undertakes the challenge of evolving
constantly to provide solutions in
accordance with the needs of the clients
that grew with the bank, and new and
potential adherents that seek to satisfy
their demands.
In that way, in 2018, the institution
undertook a series of actions that go
from the execution of Agreements with
Multilateral Organizations, the launch of
promotions of credit cards with global
ally Visa, the opening of branches and
even a Corporate Location as well as the
creation of new Business Units, items
that will be expanded on later.

NE T WORK OF
COR RE SP ONDE NTS A N D
I NT E RNATIONA L M A RK E T
Dynamism and innovation are the main
characteristics that left their mark in
the management of business at the
Bank throughout its evolution. For the

THE REPORT

LETTER FROM
THE PRESIDENT

PROJECTING
DEVELOPMENT

Bladex - Foreign Trade Bank
of Latin America
BNDES, Banco Nacional de
Desenvolvimento Economico e Social –
BNDES
CAF, Development Bank of Latin
America
DEG, Deustche Investitions und
Entwicklungsgesellschaft mbH
FMO, Nederlandse FinancieringsMaatschappij
IFC, International Finance Corporation
OFID, Fund for International
Development
OPIC, Overseas Private Investment
Corporation
PROPARCO, Groupe Agence Francaise
de Développement
Responsability Investments AG
USAID: Agency for International
Development

purposes of complying with this vision
of committing to the success of clients,
the institution continuously sets out
agreements with Organizations and
Multilateral Institutions that serve as a
platform to expand its businesses.
Currently, it maintains a strategic
alliance to comply with the commitment
to support its clients with Correspondent
Banks and Multilateral Organizations.
Correspondent Banks:
Bank of China, China
Citibank, USA
Commerzbank, Germany
JP Morgan Chase & Co., USA
Cooperation Organizations
Rabobank, The Netherlands
SMBC, USA
Wells Fargo, USA
Multilateral Cooperation
Organizations:
IDB, Inter-American
Development Bank
BIO Invest, Belgium
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The first agreement was signed on
November 13 with IDB Invest, the private
sector institution of the Inter-American
Development Bank Group (IDB) for an
amount of USD 50 million. The purpose
of this project is to increase the access
to mid-term and long-term funding for
companies in the agricultural, livestock
and agricultural industrial sectors of the
country for five and seven-year terms.

In 2 01 8 , th ree n ew
f i na nci ng a greem ent s
we re si gned w ith
mu lti l atera l
o rga ni zati o n s for a

The second financing was structured
under an A/B scheme with CAF –Latin
American Development Bank- for
USD 120 million, with the purpose of
promoting financing of different links in
the agricultural, livestock and agricultural
industry sectors, as well as related
sectors such as logistics, transport,
road infrastructure and investments in
energy efficiency in Paraguay with 3, 4
and 5-year terms. The following financial
institutions are among those participating
in the funding: Banco Latinoamericano de
Comercio Exterior [Foreign Trade Bank of
Latin America] S.A. (Bladex), Banco Aliado
S.A. (Panama), Banco de Crédito del Perú

tota l a mo u nt of USD
32 0 mi lli o n a n d th is is a
mi le sto ne i n th e h is tor y
of B a nco Reg ion a l
a nd the Pa ra g u aya n
f i na nci a l sys tem ,
prov i ng the g re at
i nte re st a nd t r u s t in
B a nco Re g ion a l .
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(BCP), BHD International Bank (Panama),
S.A., Banco de Crédito e Inversiones
S.A. Miami Branch, Banco de Occidente
Panamá S.A. and Cargill Financial Services
International, Inc. The interest on Banco
Regional exceeded the expectations by
attracting funds from third parties for
an amount that exceeded the initially
foreseen amount of USD 100 million for
this funding, which once again proves the
trust in the solvency and strength of our
institution.
The third signed agreement was between
the Overseas Private Investment
Corporation (OPIC) with Citibank NA and
Banco Regional on December 28, for
an amount of USD 149 million with 3 to
8-year terms. This agreement represents
the largest financing granted up to date
in the financial history of the country by
OPIC to a Paraguayan bank.
This loan is part of the financing of the
project that adds up to a total amount of
USD 184,000,000 that has the purpose
of helping small and medium companies
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(SMEs) in Paraguay by expanding their
long-term financing and which seeks to
promote companies led by women.
It is expected that this project will have
a significant impact in the development
of female-led companies by expanding
access to long-term financing which
would not be available otherwise.
In 2018, Regional participated in the
Annual Meeting of the Inter-American
Development Bank held in Mendoza,
Argentina; and in the Annual Meeting of
Felaban in Punta Cana, the Dominican
Republic, whereby it met with more than
40 institutions in the Americas, Europe
and Asia.

Institutional
Statements

It negotiated new lines of credit with BCI
– Chile, Zürcher Kantonale Bank ZKB, Itaú
BBA, Commerzbank AG, as well as the
increase of several existing lines, getting
the availability of short-term lines for
more than USD 273 million.

Vision
New agreements were signed for different
investment and foreign trade services
with Wells Fargo Bank NA, Commerzbank
AG, JP Morgan Chase Bank NA, Zürcher
Kantonale Bank ZKB, Sumitomo Mitsui
Banking Corporation.

TO PERMANENTLY INNOVATE TO BE THE BANK OF SUCCESSFUL
AND LEADING PEOPLE OF THE DEVELOPMENT OF THE COUNTRY.

Mission
TO BE COMMITTED TO THE SUCCESS OF OUR CLIENTS..

Values
INTEGRITY
PROFESSIONALISM
POSITIVE ATTITUDE
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1.3.

Main
events
in 2018
1 . F UNDAC IÓ N REG IO N AL
Banco Regional was founded by people
who dreamt and decided to create a bank
mainly to serve producers in the interior
of the country. The Bank was born with
the conviction to work and will to move
the country forward, and it also strongly
believes in what is ours and trusts that
“in Paraguay, it can be done”. To add up to
this commitment with the construction of

a better country, it decides to incorporate
Fundación Regional so that its actions
can positively impact in the communities
where it operates, as well as its business
strategy.

c. Environmental Education focused
on improving citizen and productive
practices.
Fundación Regional will start its activities
in 2019.

The Foundation has the Strategic Goal of
working based on these 3 axes:

2 . BR O KE R AGE H O US E
Following the strategy of developing
as an Economic Group and seeking to
provide an answer to all sectors of the
Exchange Market: individual investors and
corporations of all productive divisions of
the country, Banco Regional introduced
Regional Casa de Bolsa.

a. Financial Education in small and
medium enterprises, as well as aimed
at individuals in different stages of life
(children, youth and adults).
b. Agricultural and livestock research,
aimed at improving the productivity and
sustainability of the production of food.

11

The Brokerage House will seek to provide
security, transparency and integrity to
the entire exchange market and to advise
clients, directing their savings plans and
optimizing their investments.
As part of the strength and the support
offered to investors, an alliance with
Larrain Vial, a leading brokerage house
in Chile and the region with more than
80 years of experience, was signed. They
will provide know-how and assistance
in the advice for the administration and
optimization of the investment portfolios
of clients, as well as constant training.
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4 . O PE NI NG OF THE LOMA
PL ATA BR ANC H

Avenida Monseñor Rodríguez esquina
Jorge Anisimoff and it has three floors
with offices, a Private Banking exclusive
area, 24-hour self-service area, open work
spaces and 60 exclusive parking spaces.

It will offer services including:

LETTER FROM
THE PRESIDENT

A new Branch was opened in Loma
Plata, department of Boquerón, seeking
to meet the great demand existing in
the Paraguayan Chaco. Directors, Main
Managers, Executives and special guests
from said city and other cities of Chaco
attended the event.

The opening was carried out with a
reception for collaborators of the bank and
important clients of the area, who were
the protagonists of the night.

a. Purchase and Sale of Stock and
Non-Stock Securities: Bonds, Shares,
Certificates of Deposits (CDs).
b. Advice to create investment portfolios.
c. Structuring of debt for companies of all
productive sectors.
d. Investment mutual funds.

The branch opened its doors providing
all available services and it also has a
24-hour self-service area and a wide
parking lot.

3 . OPE NING OF THE REG ION AL
CD E C O RP O R ATE BUILD IN G
The Ciudad del Este Corporate Building
and Branch was opened seeking to
contribute to the economic dynamics of a
very important commercial region in the
country and with the intention to be closer
to clients. It is located at Km 4 sobre la
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agricultural industry sectors, as well as
related sectors such as logistics, transport,
road infrastructure and investments in
energy efficiency in Paraguay.
The financing was structured under an
A/B scheme with a contribution by CAF of

Opening of Loma Plata Branch

5. MOVE OF BA NKING S ERVIC E
P OI NT 1 ASUNC IÓ N
In order to keep providing specific benefits
for clients of this place, Banco Regional
moved its offices of the Banking Service
Point 1 Asunción along with the process of
growth of the Itaipú Binational Institution
when it moved all of its offices to its new
building in Avenida España, Asunción.

6 .CAF-REG ION AL A L L I A NCE
By the end of the year, in a press
conference with the Latin American
Development Bank (known as CAF),
Banco Regional announced the
execution of an agreement (A/B loan for
USD 120 millions) to promote financing
of several links of the productive
chain in the agricultural, livestock and

13
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USD 28 million in Tranche A with a term
of 5 years, and by 7 international financial
institutions funding Tranche B for USD 92
million with terms of 4 and 3 years.

2018 REPORT – ECONOMIC GROUP

7. PROM OTION “REGION AL V I SA E XPE RIE NC E ”
Three clients of the bank had the
experiences of knowing the idyllic beaches
of French Polynesia, expanding their
culture through Europe and having fun
in Las Vegas through the “Regional-Visa
Experience” promo.
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8.CR E ATI O N OF THE
Q UA L I T Y A RE A

Clients who made purchases with their
Visa Regional credit cards during the
term of promotion participated in a draw
of these travel packages with more than
USD 1,000 in travel expenses. We sought
to provide a unique experience to clients
working under the axes of: relaxation, fun
and culture with this promotion.

An Internal Quality Area was created
to regulate, unify and follow up on
the reception, verification, resolution
and communication by the Bank of
claims, complaints, suggestions and
recognitions made by clients and nonclients. It is inside the Contact Center
and seeks to guarantee corrections and
improvements needed to optimize the
client’s experience.

9. DE V E LO PME NT OF
R E A L E STATE B U SI NE SSE S
As a part of the measures undertaken
to drive real estate businesses,
policies and operation manuals were
developed in 2018 to promote said
type of businesses within the bank.
Likewise, there was a market analysis
to know our position among the other
institutions in the sector that offer
housing financing and which undertook
medium-term projects to promote
disbursements. There were training
events for the commercial area

14
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throughout the country, provided by
the Real Estate Business Development
area alongside representatives of the
Financial Development Agency (AFD,
for its Spanish initials).

1 0. I NSUR A NC E
T ELE M ARKE TING
Insurance Telemarketing was launched
by the Telemarketing area to create
products and services aligned to trends
that support the progress in the digital
age, with the following products:
a. Life and Personal Accidents.
b. Home Insurance.
c. Cars / Trucks / Agricultural
Machinery.

1 1 . CA M PA IG N FO R TH E
NON -PRINTING OF CRED IT
CAR D STATE M E NTS
Banco Regional developed and
implemented the service of non-printing
of physical credit card statements and
the submission of statements by digital
means (mail) to its credit card holders
to promote the responsible use of paper.

TABLE OF
CONTENTS

THE REPORT

1 2 . RED ES IG N OF TH E
IN D U CT ION P ROGR A M FO R
N EW C OLL AB OR ATO R S

LETTER FROM
THE PRESIDENT

PROJECTING
DEVELOPMENT

voluntarily pass on their experience and
their passion for the job. This activity
is coordinated by the department of
Organizational Development.

The induction and training programs
were redesigned in processes to
facilitate the integration of new
collaborators to the organization
and to help them develop the basic
skills for the job, the procedures
to be followed and the IT system
used for the correct performance of
their tasks. They were unified in a
single, longer training program for
all new collaborators of branches
and centralized areas that is carried
out monthly in the Headquarters, led
by internal facilitators from several
departments. The intensive training
program was extended to three days,
including new members of branches
and centralized areas.

1 3 . 1 80° E VA LUATI O N
The Bank implemented the 180°
Evaluation model with the support of
consulting agency Manpower Group.
This tool is an integral evaluation
as it covers the perception of the
performance of a collaborator of his
or her peers, the people under his or
her charge and immediate supervisors,
which allows to identify the strengths
and opportunities of improvement of
the assessed collaborator from several
angles based on the fundamental
competencies and skills required for the
performance of the job: communication
and listening, team work, leadership
and focus on internal and external
clients.

In 2018, the issues treated and the
participating departments were also
expanded, making the training more
complete. Another point to highlight is
the increase of Internal Trainers, who

CORPORATE
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1 4 . O R GA NI ZATI ONAL
CL I MATE SU RVE Y
People are the drivers of the results of
management of the Bank. Therefore, to
get to genuinely know the perception of
collaborators of the working environment,
the Bank listens and provides answers.
In this way, it identifies strengths and
opportunities for improvement in the
organization to make it more profitable.
Considering this, after three years,
the institution decided to assess the
organizational climate in 2018 with
consulting agency Great Place to Work®,
improving 5 points on the average
obtained in 2015.

PEO PLE ARE THE
DR I V E R S OF THE
R ESU LTS OF
THE B ANK
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2.1.

Governance
Structure
Faithful to its creative and flexible style,
Banco Regional allows and promotes
participation of its members in the
development of the business and the
organization itself, without losing its
vertical structure.
Aware of the impact that new
technologies and daily challenges
generate in the market, Regional seeks to
actively get each collaborator involved in
a way that they can understand and serve
the arising needs.

DI R ECTO R S A ND TRUSTE E S

The General Meeting of Shareholders,
which meets annually to analyze and
discuss the financial statements and
the way to use the dividends; and the
Board of Directors, which is responsible
for the direction and supervision of the
functioning of the Bank following the
defined strategic objectives. Directors
have a managerial staff which is in
charge of managing the many areas that
comprise the organization. On their side,
managers are supported by auxiliary
committees that are a specialized
technical support unit.

As to the Board of Directors, its integration as of the end of the year 2018 is as follows:
Executive President:
Vice-President:
Regular Director:
Regular Director:
Regular Director:
Alternate Director:
Alternate Director:
Alternate Director:
Alternate Director:
Alternate Director:
Regular Trustee:
Alternate Trustee:

Following the hierarchical line, the
structure of the Governance of Banco
Regional is set up as follows:

17

Raúl Vera Bogado
Cornelis J. Beijer
Alfredo Raatz
Petrus van Jaarsveld
Wolfgang Brönstrup
Irene Memmel de Matiauda
Erik Heyl
Francisco Yanagida
Adrián Lorenzutti
Mirian Raatz de Soley
Roland Wolff
Lourdes Müller

TABLE OF
CONTENTS

2018 REPORT – ECONOMIC GROUP

THE REPORT

MANAG E M E NT
General Manager:
Financial Manager:
Corporate Banking Manager:
Branches and Business Development Manager:
Internal Audit Manager:
Compliance Manager:
Internal Legal Counsel Manager:
Corporate Banking Risks Manager:
Recoveries and Risk Models Manager:
Organizational Development Manager:
Companies, Individuals and Small
Companies Risks Manager:
Operations Manager:
I.T. Manager:
Administrative Manager:
Private Banking Manager:
Treasury Manager:
Correspondents and Foreign Trade Manager:
Operational Risk Manager:
Project Management Office
and Strategic Planning Manager:
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CO MMI T TE E S
Commercial Actions Committee
The main purpose of this committee is to
present, analyze and approve the actions
promoted by the Business Development
Area that directly affect the business
units of Banco Regional.

Eugenio Oze de Morvil
Oscar Godoy Silvero
Walter Duarte Kallus
Cynthia Sotelo Galeano
Juan Carlos Meza Castro
Antonio Gimenez González
Marcos Dalla Fontana Cortessi
Jorge Sienkawiec Szostak
Mats Olof Hernegard
Katya Spiridonoff Benitez

ALCO Committee
It is in charge of making decisions
regarding the administration of
transactions of assets and liabilities,
receiving the support of duties performed
by Treasury and other departments
in terms of report and analysis of
expositions. It is also the tactical body
to ensure the normal development and
sustainability of the institution in the long
term. The management of assets and
liabilities is a process that involves all
areas of the Bank. The general purpose of
the Management of Assets and Liabilities
refers to the integral process that allows
to maintain an adequate liquidity, to
maintain sufficient capital and to use it

Ricardo Nowosad Gines
Diana Lafeld Rieszotka
Georgina Baumgarten Lavand
Fabio Sitzmann Hein
Anahí Heisecke Rivarola
Daniel Cibils Farres
Maria Fernanda Carrón de Pederzani
Erica Werner Schmidt
Tom Gruintjes
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efficiently. The primary components
are: the management of capital, the
management of the risks of interest,
liquidity and exchange rates and
policies to set prices for fund transfers.
Internal Audit Committee:
It is an executive body with the
main objective of supervising the
management procedures for risk,
control and government, especially
those referred to the generation and
issue of financial information, internal
control system, vigilance procedure,
compliance with legal requirements
from regulators and the Code of
Conduct of the Bank.
Credit Committee
It is responsible for ensuring
compliance with the best practices,
policies, proceedings, laws and
standards set out by regulators to
maintain a healthy and prudent
administration of undertaken risks.
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Compliance Committee
It is responsible for the approval of the
Manual of Anti-Money Laundering/
Funding of Terrorism and Proliferation
of Weapons of Mass Destruction. It has
the purpose of verifying compliance
with internal policies and procedures in
force in the institution, analyzing those
cases related to the area that may have
regulatory or reputational implications for
the Bank. In addition, and based on the
local standards, it is in charge of verifying
cases presented by the Compliance
Area, determining the submission of the
Report on Suspicious Operations to the
Secretariat for the Prevention of Money
Laundering, if it corresponds to do so.
Human Resources Committee
It is an executive body in charge of
approving the implementation of subsystems and practices of human resources
according to the needs of the organization
and the strategic plan of the Bank as
approved by the Board.
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Risks Committee
The Risk Committee is in charge
of supervising the performance of
operations based on the objectives,
guidelines and policies for the
administration of Operational Risks,
Physical Security and Information
Security of the Bank, as well as the
limits of risk exposure (risk appetite)
which had been previously approved
by the Board. The Risks Committee
promotes the participation of the three
lines of defense so that operational
risks and the security of the bank
are adequately managed. For the
performance of its tasks, it receives
the support of several areas of the
department of Operational Risks and the
Physical Security and IT Security areas
of the Bank.
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Planning of Technology Services
(Technology Committee). This
procedure involves all Members of
the Committee.
Managerial Committee
It has the main objective of
analyzing issues related to the
Budget and Financial Management,
Commercial Management,
Strategic Management, Operations
Management, Administrative
Management and I.T. Management;
as well as issuing internal
resolutions within the limits of
its competencies and submitting
Minutes of resolutions to the Board.

IT Committee
It is in charge of formalizing the
formation, responsibility and duties of
the Committee for the Management and
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SHAREHOLDERS
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General Manager
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Commercial Actions
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Assistant Market
Risk Manager

Analysis of Individual
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Corporate Risks

Individual Risks
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Assistant Business
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Manager
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Assistant Marketing
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Products
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2.1.

LIQUIDIT Y ADMINISTR ATION
RISK MANAGEMENT

SOCIEDAD ANÓNIMA EMISORA DE CAPITAL ABIERTO), MAINLY PAID-IN

The Bank sets out this criterion based
on the measurement of liquidity gaps,
projecting its balance through time
to calculate the minimum reserves
of Liquid Assets (Buffer) in local and
foreign currency so that liabilities can
be complied with ease. The Net Liquid
Assets/Demand Deposits and Loans/
Deposits ratios are controlled subject to
limits in local and foreign currency. The
indicators that serve for early detection
of future events that allow the advanced
and timely reaction by risk managers
are also controlled and analyzed. The
concentration of Deposits is another
focus of the liquidity management using
the Herfindahl Hirschman Index and the
participation of the 50 largest depositors.

BY LOCAL SHAREHOLDERS.
The percentages of participation as to votes are distributed as follows: 61.62% for
local shareholders and 38.38% for RABO PARTNERSHIPS B.V. from The Netherlands
as foreign shareholder.

LI ST O F SHA RE HOL D ER S
As of December 31, 2018, the shareholders are:

PERCENTAGE OF
NATIONALITY / COUNTRY
PARTICIPATION IN VOTES
OF INCORPORATION
51.59%
10.03%
38.38%

Paraguay
Paraguay
The Netherlands

Likewise, the next table provides details about the shareholder that is part of the share
capital of shareholding company Rabo Partnerships B.V.

SHAREHOLDER
Cooperatieve Rabobank U.A.

PERCENTAGE OF
PARTICIPATION

NATIONALITY / COUNTRY
OF INCORPORATION

100%

The Netherlands
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Risk Management

BANCO REGIONAL, FROM 2008, IS A PUBLICLY-TRADED COMPANY (

Minority local shareholders
Grupo Raatz
RABO PARTNERSHIPS B.V.

PROJECTING
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2.3.

Structure of the Company

SHAREHOLDERS
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The control of liquidity risks demands
an exhausting process that allows
management of liquidity in the short
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term and the need of funds in time, including
the Commercial, Finance, Risks and Treasury
areas with the purpose of complying with the
goals proposed by the institution.
The focus on liquidity control has allowed the
compliance in 2018 with the stated liquidity
risk goals, keeping a comfortable situation
during the year.

O PE R ATI NG RI SK MANAG E ME NT
The Operating Risk management in the
Bank has a governance structure based on
three lines of defense and each line has
its responsibilities clearly set out. Policies,
standards and tools were defined to regulate
management and support risk holders to
identify, measure, assess, monitor, control and
mitigate the operating risks and losses.
The department of Operating Risk is led by
the Operational Risk Management, which
reports to the General Manager and the
Risk Committee and is related to all of the
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other areas of the Bank. The incidents
identified as Operating Risk are registered
in a Database that allows to identify and
manage opportunities of improvement to
mitigate relevant risks.

MAR KE T RISK M A NAG EM EN T
The exposure to price variations, such as
the exchange rates and interest rates,
are part of the integral risk management
of Banco Regional. For that reason, in
the Policy of Market Risks, the models of
measurement, control and risk limits from
the price variation are determined with
accuracy. The Exchange Rate Risk includes
models consolidated through limits of
Value at Risk (VAR) of the positions in
foreign currency.
The individual positions are also controlled
automatically. The limits proposed for
the risk of quotation are more demanding
than those set out by the Central Bank of
Paraguay in its regulations.
To measure the Interest Risk, there are
models based on the measurement of
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Corporate clients, SMEs, Individuals
and Small Companies, Regional also
has an area of Portfolio Overseeing and
Monitoring, which is in charge of the
follow-up of early warning indicators in
the portfolio of clients. The main basis for
the analysis is the ability to pay for the
debtor, as expressed by the regulator, the
Central Bank of Paraguay, for the purposes
of maintaining the credit portfolio of the
Bank rated and establishing allowances
that cover losses.

sensitivity of the balance sheet to the
variation of a basic point of the Interest
Rates in the market (PVO1) in the books of
Negotiations and Banks. These measures
allow the projection of the Management
of Assets and Liabilities of Interest Rates
and to assess the risks for lending and
borrowing positions undertaken from
the Balance Sheet and, therefore, to
specifically manage the coverages and
mitigation.

C RED IT RIS K M AN AGE ME NT
SO CI A L A ND E NV I R O NME NTA L
R I SK MA NAGE ME NT

The area of Credit Risk Management
has proceedings and tools that make
it possible to evaluate, undertake and
control credit risks for the types of
debtors, considering the many segments
targeted by the Bank.

Attention to the Social and Environmental
Risk Management is focused on
strengthening the relationship with
the client, identifying, evaluating and
managing risks generated by the activities
of its endeavors. This is done to minimize
possibilities of becoming indirect
accomplices.

Regional has an area of Recovery &
Restructuring, which assists clients with
financial mismatches so that they can
return to normal operations.

The Bank has a list of non-fundable
activities and a Risk Matrix based on
an estimation of the risk of the funded

In addition to the Recovery &
Restructuring area, which assists
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activity and a determination of the
exposure of the institution to that risk.
The intensity of due diligence and the
depth of credit conditions are defined
with these two factors. For this, the
Bank has professionals with careers in
environmental sciences and also supports
the improvement of these staffers’
knowledge, who are taking a Master’s
course in Environmental Management, as
well as the participation in training events
related to the area.
Banco Regional keeps incorporating
improvements in Social and Environmental
Risk Management. Tools such as Global
Forest Watch and the processing of
satellite images with ArcGIS software
help in the process of credit to make
decisions to evaluate and supervise
environmental risks to which the Bank
may be exposed. Since 011, it is working to
introduce improvements in the process to
strengthen the management system.
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August 2018
review of
SARAS by
consulting
agency
Macsso
Consulting

October 2018

August 2018

September 2017

Training of
officers and
analysts.

Approval of
criteria for the
Agricultural
Guide and
Incorporation
to the SARAS
process

January 2018

2018
Approval of
criteria for
the Industrial
Guide and
Incorporation to
SARAS process

September 2018

March 2017

Final Draft
of the
Agricultural Guide

August 2017

Approval of
criteria of
the Livestock
Guide and
Incorporation
to the SARAS
process

Launch of
Agricultural
Guide and
Training to
officers and
analysts

2017
February 2017

Specialized
Workshop on
Analysis of
Environmental and Social
Risks

August 2016

The Board of
Banco Regional
approves the
exclusion
of financing
for new
projects and
deforestation
in RAMSAR
sites.

Introductory
Workshop on
Environmental
and Social Risk
Analysis

Socialization
of Draft
Agricultural
Guide with
Banks:
Sudameris,
Continental
and BBVA

2016
July 2015

Agricultural
Guide,
first steps:
Hiring of
international
consultant
Leandro
Labbé

September 2016

January-December 2016

July 2015

February 2015

April 2014

Improvement of
the System of
Environmental
Risk
Macsso
Consulting,
Lenadro Labbé:
Policy, Manual,
Training, Visits
to clients for
review.

March 2015

Macsso
Consulting –
Leandro Labbé
performs a
Review Audit

Changes in
the Policy:
Denomination,
focus and list
of exclusion

Visit to
Corporate
and Company
clients,
categorized
as having high
Environmental
Risks

2015
December 2014

The Social and
Environmental
Risks Policy
Manual is
approved

Hiring of
Environmental
Risk Analyst

Agricultural
Guide: Hiring
of local
consultant
Guillermo
Terol

2014
January-June 2014

The Policy of
Social and
Environmental
Risk is approved

International
Workshop on
Environmental
and Social Risk
Analysis

2013
September 2012

2012
February 2012

2011

Effective
implementation
of SARAS

November 2013

Training of
Analysts and
Commercial
Officers

March 2012

Hiring of Environmental
Risk Analyst

February 2012

November 2011

Start of the
implementation,
Steward
RedQueen
& Banco
Regional

December 2011

October 2011

T I MEL INE OF E NVIRON M EN TAL AN D S OC IAL RIS K A NA LYS I S SYSTE MS ( SA R AS, FO R I TS SPA NI S H I NI TI A LS)

Launch of
Industrial
Guide
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The application of these guides involved visits to agricultural, livestock and
agricultural industry estates from the Risk team, complying with the Know
Your Client norm. In 2016, during the reviews of lines, the criteria for the
evaluation of the Livestock guide started to be applied, with the criteria of
the Agricultural Guide following in 2018 and the criteria for clients of the
Agricultural Industry sector in late 2018. For clients considered to be of high
risk (credit facilities exceeding USD 2,500,000), visits were carried out up to
the end of 2018 as follows:

T he Env i ro n m enta l

GUIDE

a nd S o ci a l Gu id e s for

Agricultural
Livestock
Agricultural Industry

the Fi na nci n g of th e
Li ve sto ck , Ag r ic u lt u ra l
a nd Indu s t r ia l
se gme nts i n Pa ra g u ay
we re de si gn ed w ith
the me mbe rs of th e
S u sta i na ble F in a n c e
D e sk of Pa ra g u ay.
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CLIENTS VISITED
36
12
6
54
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3.1.

Our work
team
PR OFIL E
Banco Regional thinks that the people
who are part of the organization are
its most precious capital and its most
strategic asset. It is convinced that
the competencies and the knowledge
of collaborators will be the decisive
factors to continuously improve its
competitiveness, generating an added
value and sustained success in the market.
The team, as of December 2018, had 653
collaborators:
237 women
416 men
To be “the Bank of successful people
who are the leaders of the development
of the country”, we must draw, take care

SUMMA RY O F TR A I NI NG E V E NTS

of, encourage, develop and recognize the
best collaborators, so that, as successful
people, they can contribute to the
achievement of the Institutional Mission
and Vision.

TRAINING
Training on the new Credit Tool (MFC)
Training on the Pronet Collection Network
Training of the Financial Development Agency
Training on Products, Channels, Cards
Training on “Benefits of Credit Cards and Travel Assistance”

ORGAN IZAT ION AL
D EVELOP M EN T
The Bank planned activities that had the
purpose of strengthening the capacities
of collaborators to support its strategic
initiatives. In addition to that, the survey of
needs of training of the area was carried
out to consolidate an annual Training Plan.

NO. OF PARTICIPANTS
185
129
126
122
89

I NTE R NA L R ECRUI TME NT
In compliance with the Organizational Development Policy and always believing in the
development of team members, there were 22 competitive selection processes and 68
internal promotions to cover vacancies in 2018.

SUPP O RT TO SPECI A L I ZATI O NS
In 2018, 3 collaborators were given support based on the Postgraduate Studies Support
Policy, from the following areas:
RISKS COMPANIES, INDIVIDUALS AND SMALL COMPANIES
BRANCHES

In 2018, 173 training courses were carried
out, which were led by internal and
external instructors. The total investment
was of PYG 1,951,659,572.
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I NT ERNATIO NAL
CERTIFICATION
AS WELL AS TRAINING ITS CLIENTS,
THE BANK ALSO INVESTS IN THE
TRAINING OF ITS COLLABORATORS.

Professionals who are part of the team
of the Foreign Trade Department have
been certified internationally by the
London Institute of Banking and Finance
(London) and the International Chamber
of Commerce (Paris) with the degree
of Certificate for Documentary Credit
Specialists (CDCS), which provides high
quality and security.
These certifications are valued worldwide
in the processing of operations made with
the Bank.
On the other hand, an Analyst of the
Compliance Department obtained the
international certification granted by the
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L E A DE R S H I P
TR A I NI NG PR O GR A M –
JO H N MAX W E L L TE A M

Florida International Bankers Association
(FIBA) in Money Laundering and Terrorism
Funding Prevention. This certification is
recognized and valued internationally
as to the processes and controls in the
area. As of this date, 45% of the members
of the Compliance Department have an
international certification granted by FIBA
and/or ACAMS.

With the important goal of reinforcing
and consolidating the leadership of our
collaborators, plus the habit of planning
as a practice that opens up numerous
possibilities, the Bank continues training
through the “Leadership School” of Banco
Regional. This program is certified by
“The John Maxwell Team” and was led
by consultant firm Paraguay Leadership
Team. It was held for two groups in 2018,
Executive Leadership for Branch/Regional
Managers and Situational Leadership for
Assistant Managers and Heads of areas.

The collaborators of Operating Risk had
access to an international certification
in 2018 as they obtained the OpRM
(Operational Risk Manager) certification
granted by the ORMC (The Organization of
Risk Management Certification) located in
London, United Kingdom.

R AB OB AN K
TALEN T P ROG R AM

SCH O O L O F I NTE R NA L
CO MMUNI CATI O N FO R
L E A DE R S

This training of two months in the Offices
of Rabobank in Utrecht, The Netherlands,
is still one of the most attractive ones for
collaborators. A page was opened in the
intranet where interested parties could file
their applications.

With the support of the consulting
firm BW Comunicación Interna, in
2018, a program was implemented
for the integral training in Internal
Communication for Leaders,
designed to develop techniques and
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assertive competencies to manage
communication and effectively fill a
fundamental role in the organization.
Two groups were formed, the first
of which consisted of all executives;
and the second one was formed
by representatives of each area.
The program was formed by seven
workshops, each lasting half a day and
lectured by international instructors:
1. Internal Communication
and Leadership
2. Interpersonal Communication
3. Active Listening
4. Cascading Communication
5. Internal Communication 2.0
6. Effective Meetings
7. Effective Presentations

2018 REPORT – ECONOMIC GROUP

I NI T I A L INDUCTION
AN D TR AINING
With the purpose of facilitating
the process of integration of new
collaborators into the organization
and making them develop the basic
competencies for the job, of the
procedures to be followed and the IT
system they will use for the correct
performance of their tasks, the
Induction and Training in Processes
programs were redesigned. They were
unified in a single, longer training
for all collaborators of branches and
centralized areas carried out every
month in our Headquarters led by
internal facilitators of several areas.

CH I LDRE N’S DAY BR
In celebration of Children’s Day, the
children of collaborators, “Regionalitos”,
visited the branches of the Bank
and were provided a brief talk on
the activities of the Bank and the
importance of savings.
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CO MPE TI TI O N: #TO DO STE NE MO SUNA MI GO Q U E …
( W E A L L H AV E A F R I E ND W H O… )
Competition held to promote camaraderie within the Bank. It involved sharing a brief
phrase that describes a friend within the Bank and adding the name of the friend in the
intranet. The three most voted phrases were the winners.

In 2018, the theme of this activity
was a knowledge test whereby
collaborators entered into Universidad
Regional and answered 10 questions.
Those who answered all questions
correctly and in the shortest time were
awarded with Bank’s products. This
competition strengthened the campaign
of collaborators of the Organization
and Methods, Products and Internal
Communication departments.

CO MPE TI TI O N: YO UR PAS S I O N W I TH DA D
To participate in the competition, collaborators had to share pictures showing the shared
passion with their fathers or children. Pictures were published in the intranet, where
people could vote for the pictures of their preference. The four most voted pictures were
given a prize.

CO MPE TI TI O N: MO M’S T Y PI CA L PH R ASE S
It is something that all of them have in common: the unmistakable and typical phrases of
mothers. Therefore, and to celebrate Mother’s Day, a competition was held to obtain and
remember all of those phrases that symbolize childhood and adolescence. Collaborators
had to share that phrase that the mother said or still says over and over again. The four
participants with the most votes were the winners.

LU N C H FOR L AB O R DAY
Held in Asunción, Encarnación and
Ciudad del Este, the event included the
family of each collaborator with the
intention of promoting integration and
recognition for the daily support and
commitment.

BA NK- Q UE TE SO L I DA R I O ( SUPP O RTI V E BA NQ U E T )
In support of Fundación San Rafael and Fundación Apostar por la Vida, the Bank
participated in a charity activity named Bank-Quete, organized by the Bank Employees
Retirement and Pension Fund of Paraguay in Asunción and Ciudad del Este.
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OU R C O M M ITM E NT WIT H C OLL AB OR ATOR S
BENEFITS GRANTED

Regi onal comp li e s
wi th all benef i ts
stated i n the l aw fo r
c oll aborators and the i r
fami li e s . In add i ti o n ,
i t i nve st s i n othe r
addi ti onal benef i ts to
promote the i nte gra l
development of o u r
te am and reta i n
ou r talent .

Medical Insurance: Coverage of 80% of the cost for the beneficiary and the basic family group.
Life Insurance: Coverage of 100% of the cost of the life insurance.
Marriage: 5 working days off and a subsidy for marriage.
Maternity and Childbirth: 126 calendar days of license for maternity. Breastfeeding period of 90 minutes per day
for 6 months from the date of return. A present is given for the newborn.
Paternity leave: 14 calendar days.
License for illness of children: 10 working days per year for the mother and father.
Family bonus: 6% of the minimum wage of the Bank, for children up to 17 years-old, paying the double for children of widower workers.
Additional 50% family bonus for employees with children with disabilities.
Subsidies: For the death of a spouse, children or parents of the employee. For the birth of a child of the employee.
For marriage.
Day care benefit: Amount set out by the Collective Contract, for the payment of day care of children up to 4
years-old.
Leave for college exams: 12 annual working days off paid for people who undertake college education and who
must take regular exams are conceded.
Monthly stipend: Amount set out according to the Collective Contract.
Uniforms: Twice a year (one for winter and another one for summer).
Birthdays: Right to a day off for birthday.
A birthday present is given to each collaborator.
Presents for Mother’s Day and Father’s Day: Presents are given for Mother’s Day and Father’s Day.
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3.2.

Our clients inspire us
General profile of clients
Banco Regional ended 2018 with 99,900
clients, 95% of which correspond to
Individuals and 5% to Companies.
The ranking of distribution of clients from
the 36 branches per zone is as follows:
CENTRAL		

50%

ALTO PARANÁ

21%

ITAPÚA		 18%
CAAGUAZÚ

3%

GUAIRÁ 		

2%

CANINDEYÚ

2%

AMAMBAY		

2%

SAN PEDRO

1%.

As to the age range, we prove once again
in the client profile that the 20-40 years
range is the top one with 61%.

P ROD U CTS

Digital credit card statements:
With the purpose of promoting
the responsible use of paper, the
service of non-printing of physical
statements has been developed and
implemented with the submission of
digital statements (via e-mail) to all
card holders of the Bank.

Contactless and chip credit cards:
The chip and contactless wireless
technologies were incorporated to all
credit cards issued by the Bank with
high levels of security, making
transactions quicker and providing this
leading technology in modes of payment
to clients.
Cash advances in credit cards online:
This service allows clients to make cash
advances of credit cards on Regional
Web and credit the amount directly to the
holder’s account without the need to use
an ATM or POS for the advance. This offers
one more option for clients to make this
type of operations.

Zimple electronic wallet:
Zimple is an electronic wallet
specialized in handling of electronic
money through the cellphone, web
and points of contact with the
financial network using the Infonet
network, for payments, drafts,
withdrawals and purchases in
authorized stores.

Cash advances can be done in the same
way as in a POS, advancing up to 100%
of the credit facility (according to
the availability).

This service is available in ATMs
of the Infonet network, Regional
Web and Regional Móvil of Banco
Regional, where clients can:

30

Deposit money to the Zimple wallet
from a Banco Regional account.
Transfer money from the Zimple
wallet to a Banco Regional account.
Drafts to other Zimple wallets from a
Banco Regional account.
Card-less operations:
This service allows the client to link
his or her Checking Account or Savings
Account to their cellphone and forego
their debit cards.
The “Card-less” operations validate the
data of the cardholder with the issuer of
the account to authorize the operation.
Through this service, the client can
perform all operations usually carried
out in ATMs with the plastic, as well as
purchases in stores through the POS of
the Infonet network.
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All operations are validated through
the PIN number created for this service
along with the OTP (One Time Password)
provided by the processor, ensuring the
highest standards of security for clients.

With the Full Value Transfer service, the
client is guaranteed that the amount of
the submitted transfer will be received
without any discount to the beneficiary’s
bank.

Easy Withdrawal:
This service is an order of cash withdrawal
from the client’s account so that a third
party can take the cash from an ATM of
the Infonet network.

FOREIG N T R AD E:

The operation starts in Regional Web so
that a third party can withdraw the cash
from any ATM of the Infonet network.

Banco Regional makes commercial
expeditions with visits to clients and
potential clients offering the advantages
and options of its Foreign Trade services.
It also offers technical assistance, helping
them with structured operations that
allow to drive their competitiveness
internationally.

Full Value Transfer (FVT):
This service is applied to transfers abroad
with OUR Expenses requested by clients.
Through this service, Banco Regional
provides new benefits to clients
performing this type of transfers.
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TH E BA NK
S UPP O RTS TH E
GR OW TH O F
I TS CL I E NTS BY

Ever closer to clients working on
international activities, the Bank supports
their growth adapting to their needs and
funding cycles.

A DA PTI NG TO
TH E I R NE E DS.

On the other hand, the Bank trained
clients with instructive talks provided by
international lecturers on funding with
5-year terms, within the framework of the
program carried out through the Brazilian
ally, Banco Nacional de Desenvolvimento
Economico e Social (BNDES) in the
auditorium of one of the most important
exhibitions of the country, Expo Santa Rita.
Banco Regional is the most active institution
in the service of financing at preferential
rated under the BNDES program.

With this service, the Bank has managed
to conclude businesses 32% of the times,
allowing it to expand its portfolio of
Foreign Trade clients.
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The controls of compliance in
operations of import and export were
strengthened and fully automated in
accordance with local and international
regulations.
In the Association of Banks of Paraguay
(ASOBAN), Regional is still leading
as to the General Coordination of
the Committees of Foreign Trade
and Correspondents, promoting
good practices among participants,
analyzing improvements in the projects
of regulatory institutions and reaching
agreements among them.
Banco Regional took over the
Presidency of the Banking Commission
of the International Chamber of
Commerce Paraguay, which has
started to activate with permanent
training available for members and
non-members.
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Exponential Growth
The Bank grew 56% as to Business Portfolio
compared to the previous year, maintaining the
services of:
Letters of credit of import and export.
Collection of import and export.
Local and international guarantees.
Standby.
Advance payments to importers and exporters.
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The income from Foreign Trade Operations of the Bank increased by 18%.
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Standing in letters of credit in Paraguay.
Share of 36% in number of transactions.
17% of the amount of operations.
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International guarantees in Paraguay
Share of 25%.
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T R EASURY
Liquidity Management
The focus of the Bank as to liquidity
management is to always maintain a
reserve of sufficient liquid assets to
comply with its obligations upon their
maturity in normal circumstances and
under stressful conditions, without
incurring in unacceptable losses or risking
damaging the Bank’s reputation. The
ALCO (Assets and Liabilities Committee)
recommends limits in a minimum portion
of funds to mature available to comply
with said payments and over a minimum
level of inter-banking operations and other
loan facilities that should be available
to cover drafts at unexpected levels of
demand, which is periodically reviewed.
The Treasury maintains a portfolio of
short-term liquid assets, mainly comprised
by liquid investments to guarantee that
the Bank maintains sufficient liquidity.
The needs of liquidity of the business
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units are complied with through shortterm transfers from treasury to cover
any short-term fluctuation and the longterm financing to cover all requirements
of structural liquidity. Liquid assets are
mainly comprised by Instruments of
Monetary Regulation, Treasury Bonds
and demand liquidity that is placed daily
(Overnight) in a Permanent Deposit Fund
in the Central Bank of Paraguay. The
rate of the Permanent Deposit Fund is
aligned with the Monetary Policy Rate
and the Central Bank modifies it based
on it. The rate in 2018 closed at 5.00%
and the Monetary Policy Rate closed at
5.25%. For the placement of daily deposits
in the Central Bank of Paraguay, the
implementation of an interface between
the IT system used by the Bank and the
depository of securities of the Central
Bank of Paraguay was concluded in 2018,
so deposits are entered directly into the IT
system of the bank.
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THE BANK MONITORS ITS LIQUIDITY
POSITION DAILY, DETERMINING THE
FUTURE FLOWS OF EXPENDITURES
AND INCOME.

Stress tests are also carried out daily and
at the end of each month, using a variety
of scenarios that cover normal market
conditions as well as fluctuations in it. The
liquidity policy and procedures are subject
to review and approval by the Board of
the Bank. Periodic reports are generated
detailing the liquidity position of the Bank
and will soon cover its affiliates, including
any exception and corrective measures
adopted, which are regularly subject to
review by the ALCO.
The main sources of financing of the Bank
are the clients’ deposits (retail), corporate
and institutional, obligations with (local
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and foreign) Banks and debt instruments and
term-deposits. Although the majority of the
obligations with Banks, debt instruments
and term-deposits have maturities of over
a year, clients’ deposits (retail), corporate
and some obligations with Banks (mainly
from abroad) usually have shorter maturities
and a large proportion of them are payable
within 360 days. The short-term nature of
these deposits increases the risk of liquidity
and, therefore, the Bank actively manages
this risk through the constant supervision of
market trends and price management.
Inter-banking REPOs
As part of the liquidity management, the
Treasury performs Inter-banking REPO
operations using Instruments of Monetary
Regulation or Treasury Bonds as underlying
assets. These assets are deemed to be
among the most liquid ones. These are shortterm operations that may get to 30 days
in some cases, but they generally mature
between 1 to 7 days.
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FTP (Funds Transfer Pricing) Model
FTP is a methodology for managerial
information that allows to redistribute
profits among different lines of business.
The model is a unit for intermediation
between depositors and loan takers
for the Treasury, with the aim at
coordinating the flows of funds and
undertaking interest rate and
liquidity risks.

Phone calls remain as the main channel
of communication for the execution of the
operations. Since 2018, we implemented
the migration to a new system of
communication named Genesys. This
system of communication facilitates the
service and allows the Contact Center
to act as support to the Exchange Desk
Operators in receiving calls when they are
all busy.

E XCHA NG E DE SK

The volatility of the exchange rate
allowed the FX Forward (future exchange
operations) market to become more
dynamic. Although the depth of it is still
very limited so adequate prices cannot
always be obtained. We continued to
work in presenting the product to clients
showcasing its advantages, such as
exchange insurance, by mitigating the
exchange rate risk and offering certainty
as to the future and the projection of the
business.

The US Dollar (USD) and the Euro (EUR)
are still the main currencies negotiated
in the SPOT market.
The statistics of the market share of the
Central Bank of Paraguay show 10.42%
of the total SPOT exchange operations
in 2018, maintaining the percentage
recorded in 2017 and being third in the
market as to volume.
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MO NE Y DE S K
The Money Desk was very active in
2018, mainly due to the volatility of the
exchange rate that affected immediate
liquidity (availability in the Central
Bank of Paraguay’s demand accounts).
This allowed the operation in the
Secondary Market with the Negotiation of
Instruments of Monetary Regulation (final
purchase/sale), REPOs, Certificates of
Deposit (purchase/sale of securities).

L I V E STO CK

A team was formed by the Central Bank
of Paraguay and the Association of Banks
to move forward with the development of
the dematerialization of the Certificates of
Deposit (CD).

In 2018, we had the largest growth as
to volume of portfolio of the livestock
sector in the local financial system.
The annual growth of the Bank as of
the end of the year was PYG 462,522
million (approximately USD 77.5 million),
considering the closed months of
December 2017 and December 2018 and
incorporating new clients with products
and services meeting current needs. We
continued with actions with pre-approved
lines to get new clients.

The interest rates were adjusted with an
increase compared to previous years in
Local Currency and Foreign Currency. This
allowed the stimulation of the Secondary
Money Market and also encouraged the
issues of Debt through the Capital Market.
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The bank has strategic alliances with
the Paraguayan Association of Nelore
Farmers and the Association of Angus
Farmers of Paraguay and it also has a
good commercial relationship with the
main leaders in the national meat industry,
operating with credit facilities and
constantly improving products offered to
the refrigerating sector.
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SE RV I CE S O F
TR A NSACT I ONAL B ANK I NG

CAs a change to the process of annual
review of credit risks or opening of
new credit lines, there were visits to
the livestock establishments of clients
accompanied by the Commercial
Executive and Credit Risk Analysts or
Social and Environmental Analysts.

The department of Transactional Banking
is part of the Corporate Banking and it has
the purpose of providing services mainly
oriented to companies, to offer solutions
that satisfy their needs. The following
services are highlighted from those
available:

Throughout the year, we had an active
participation in several livestock sector
exhibitions:

Regional Salaries: It covers the salary
and wages payment needs of the
company. The collaborators of the clients
of the Bank that collect their salaries
through Regional have access to special
benefits.

The usual dinner with clients within
the framework of the Expo of Mariano
Roque Alonso.
The Bank was the exclusive sponsor of
the first live fair in Alto Paraguay.
We participated once again as
sponsors of the 2018 CEA Congress.

Payments to Providers: It allows clients
to move the circuit of payments of their
company to the Bank. The service is run
through debits from the account of the
amounts corresponding to the invoices for
the provision of goods and services.
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Transport of securities: It provides the
service of transport of securities in an
alliance with one of the most prestigious
transporter of securities in the country.
The service enables our clients the
management of deposits and withdrawals
of large amounts, protecting them from
operating risks.
Direct Debit: The service is available
for corporate clients that wish to move
their service of collection to the Bank.
It is a system through which Regional
deposits to the account of the client (the
contracting company) the amounts of the
installments or collections from
their clients.
Custody and management of checks: It
is for companies that perform their sales
on credit and manage a significant volume
of checks with advanced dates, drafted
against local banks.
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Payments to Businesses: Available for
clients that have a POS in their businesses
to carry out sales with credit or debit
cards, choosing to direct said transactions
to their accounts in the Bank.
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Agroshow Copronar (Naranjal – Alto
Paraná)
Feria Innovar (Colonia Yguazú
- Alto Paraná).
Expo Canindeyú (La Paloma
- Canindeyú).
Expo Santa Rita (Santa Rita
- Alto Paraná).
Expo Mariano Roque Alonso (Mariano
Roque Alonso - Central).
Agrofest (Naranjito – Alto Paraná).
Festival del Agro en San Alberto
(San Alberto – Alto Paraná).
Expo Guairá (Villarrica - Guairá).
Agrodinámica (Colonias Unidas
- Itapúa).

Petrobras Flota: Through an agreement
with Petrobras, our clients can buy fuel
and lubricants for their vehicles, providing
information that allows them to have a
more efficient logistic management.

P RES EN C E IN
E XH IB ITS AN D FA I R S
As a corporate bank with origins in the
agricultural and livestock sector and
which is strong in this segment, the
marketing area promoted an active
presence in the main fairs and exhibits
in the country and worked alongside the
commercial area to obtain positive results.
The participation in the following events
can be noticed:
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STR ATEGI C A L L I A NCE S
The Strategic Alliances Management is
in charge of managing agreements with
several foreign factories and important
local firms. These commercial alliances
were formalized with the purpose of
supporting the sale of agricultural
machinery, construction equipment
and sundry machinery, to improve the
level of service offered to clients of
the companies (dealers) and Banco
Regional. The results achieved were
very positive, as through the joint effort
of the factory/dealer and the Bank, very
favorable financial conditions can be
offered to clients.
CNH:

This agreement was executed in October
2012. CNH has its main office in Curitiba,
Brazil, in the same city where there is a
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significant factory of the New
Holland brand.
The result of the 2018 campaign is:

YEAR 2018

DOLLARS

Total value of sold machines 25,711,948
Total financed by agreement 17,863,552
Total of units financed
178
AGCO:

This agreement was formalized in
November 2016 and the first campaign
was started in early 2017. The main
office of AGCO is in Canoas, Rio Grande
do Sul, Brazil. There, it has a factory of
the Massey Ferguson brand.
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The summary of the 2018 campaign is:

YEAR 2018

DOLLARS

Total value of sold machines 4,261,414
Total financed by agreement 3,203,972
Total of units financed
65
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them. From that point on, solutions are
devised to maintain and increase
the equity.

two important local companies has
the purpose of financing machinery,
construction equipment and equipment
for road works from several brands.

The axes are: Income Generation, Value
Creation and Diversification. In 2018, the
Bank consolidated its work team, making
sure that collaborators understand the
different needs of the clients in each of
the stages of their lives to offer them
financial strategies that are compatible
with their personal projects and their
risk appetite.

We have also signed new
agreements with:

The Bank signed an alliance with the
Rieder group, which has more than
83 years of record in Paraguay. The
firm represents diverse products and
services, in addition to integrated
solutions for the industry and energy.
The commercial agreement with these
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In this year, a very important alliance
was signed with H. Petersen, a company
founded in 1930 by Haakon Petersen. The
company is the exclusive representative
in Paraguay of the Caterpillar brand.
This agreement seeks to facilitate the
financing of agricultural machinery, as
well as construction and road works
machinery and equipment.

So, in this year, Regional strengthened
the bonds with its clients, approaching
them, listening to their concerns,
providing them advice and warning them
of the risks that could affect
their portfolios.

P RIVAT E B AN K ING

For that reason, exclusive places for
premium clients were opened, both in
Asunción and Ciudad del Este, where

The relationship with clients starts by
understanding what is important for
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the Bank opened a site dedicated to this
segment of clients.
In 2018, the Bank started conversations
with LarrainVial, a renowned Brokerage
House in one of the most solvent and
dynamic stock markets in the Southern
Cone and signed a cooperation and
development agreement with it through
Regional Casa de Bolsa S.A. to provide
investment options for clients, both in the
local and international markets.

2018 REPORT – ECONOMIC GROUP

This achievement is the result of a
constant analysis of the national and
regional markets, and was obtained
considering the expected return adjusted
to the risk of several classes of equity
of clients.
THE EFFORTS OF THE BANK ARE
AIMED AT PROVIDING THE PRIVATE
BANKING WITH A PLATFORM OF

TABLE OF
CONTENTS

THE REPORT

Seeking new investment vehicles to
diversify and provide profit for the
portfolios of clients, in 2018, the Bank
consolidated the idea of operating in the
stock market, so in March, the General
Meeting of Shareholders decided to
incorporate a Brokerage House that
started to operate as an affiliate with the
support and solvency that the Regional
economic and financial group can
provide it.
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the Central Bank of Paraguay, the
Superintendency of Banks and Bolsa de
Valores y Productos de Asunción S.A.
were requested and obtained.

CORPORATE
GOVERNANCE

INSPIRED BY
ITS ESSENCE

ECONOMY
AND FINANCE

compensation in the event of death
by accidents; total and permanent
incapacitation; 24-hour coverage and
amounts and plans in accordance with the
needs.

I NS UR A NCE
The insurance broker maintains
agreements with the following Insurance
Companies: Regional Seguros S.A.,
Mapfre Paraguay S.A. and Sancor
Seguros Paraguay S.A.

Home Policy: Fire of the building and
content; robbery and/or assault; material
damages due to electric storms; water
damage; crystal coverages; third-party
liability; and personal accidents.

Based on rising numbers of businesses,
we took action to improve the return for
commissions and compensations for
a better result in the year. In 2018, the
Bank started to sale insurance through
the telemarketing team offering policies
for personal accidents, life and home,
providing more comfort for clients.

Cars/Trucks/Agricultural Machinery:
Third-party liability; injuries or death of
the driver or passengers; partial or total
damage due to accident or fire; robbery of
the vehicle; green, blue card; and tow and
light machinery service.

DIVERSE AND ATTRACTIVE PRODUCTS
IN ACCORDANCE WITH THE EXPECTED
RETURN FOR EACH INVESTMENT.
One of the most remarkable
achievements in 2018 was starting a
lecture cycle with specialists on issues
that are of interest for clients, to drive
the economic, financial and inheritance
growth of families so that decisions
can be made with certainty and a full
understanding of the national reality.

This big step was taken after deep
analysis of opportunities and with the
aim of providing clients with another
investment option. For its incorporation, a
Special General Meeting of Shareholders
was called, which gave a favorable opinion
to this new business unit in July.
Likewise, each of the authorizations and
licenses required to operate in this line of
business by control organizations such
as the National Securities Commission,

Types of insurance offered:
Life and Personal Accidents: Natural
or disease-caused death; double
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Commercial Multi-risk Insurance: Fire
of the building and content; robbery of
merchandise; robbery of securities from
safety box; robbery of securities in transit;
personal accidents and third-party liability.
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Agricultural: Hail; excess rain; water
logging at time of harvesting; draught;
high temperatures; strong winds; freezing;
fire; insurable crops (soybean, corn); and
basic coverage. Hail + Reseeding (20%).
Hail: It covers crops from traumatic
damages caused by hails.
Reseeding: It provides compensation
(20%) when there is a loss caused to a
covered risk, produced in the stage from
the emergency of the crops to the start
of the full coverage. The payment of the
compensation for reseeding does not
affect the protected crop for the remaining
insured amount.
Additional coverages:
Fire: Damages caused to the crop or
adjacencies.
Wind: Due to wind exceeding 60 km/h,
with or without rain. It covers the insured
crop up to the amount insured covered
against hail.
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Freezing: Damages caused to crop as a
consequence of temperatures equal or
lower to the point of water freezing. It
covers the same amount insured against
hail.
Draught: CIt covers the crop that, due
to the lack of rains, suffers a loss in the
profitability, in the period insured.
Insurable crops: Soybean, corn, canola,
sunflower, sorghum, wheat and rice.
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ATMs and SSTs
Contact Center: 24-hours, 365days a year
In 2018, the Bank endeavored to facilitate
the offer by the commercial area of the
digitalization of its clients providing
tablets to branches, access to simulators
and improving the activation of the app
without the need for the client to have
the web channel first.

2 4 -H OU R
S ERVIC E C H AN N E LS

This way, 36% more clients of the bank
have an opened channel and use it
frequently, 12.6% of which access from
their mobile phones.

Pointing towards digital growth, Regional
has opened these channels available for
free and with 24-hour accessibility.
Regional Web:
https://www.regional.com.py/
Regional Mobile USSD: *734# for
offline access.
Regional Mobile Smartphone: App
available for IOS and Android operating
systems.
Call Center: *734

Supporting the sustainable movement to
use paper less, the campaign to not print
statements was launched, managing
that 79.74% of clients with credit cards
receive their statements in a non-printed
manner, i.e., through digital channels
such as Regional Web or e-mail. Also,
the bank started the process to provide
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79.74% OF
CL I ENTS REC E I VE
TH E I R STATE ME NTS
TH R O U G H D I G I TAL
ME ANS, SO W E
R E DU C E D THE U SE
O F PAP E R .

access to statements from
Regional Mobile.
Digital transactions were increased,
obtaining 21% more operations on the
web, a growth of 130% of operations
through Regional Mobile and 24% more
income through service payment using
these channels. As for ATMs, the Bank
opened 10 new locations taking into
consideration cost efficiency and getting
to be closer to more cities and users.
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MAR KE TING A ND
COMMUNICATIO N
Digital media and social networks have
been significantly important in recent
years to approach consumers. Regional
has supported this trend including
these media in all Communication and
Marketing actions. The bank uses ads
in digital media and social networks
as a big part of its communication,
through a mass approach strategy.
Upon starting the planning for the
execution of actions included in the
approved annual plan, the media to
be used for each specific action are
determined, considering: the market
situation as to campaigns and actions
of the competition, the situation of the
media themselves as to dissemination,
penetration, available budget and
target public.
Likewise, the medium to be used is
determined based on the strategy and
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Commercial, Marketing, Alternative
Channels, IT and Security of
Information areas in aspects of
communication, training, adjustment
to processes and systems that served
as support for the containment of
emerging Frauds.
As for training of clients, we worked
on the communication of Security
and Fraud Prevention Advices,
focused on prevention. These
communications were coordinated
in a scheduled manner with the
Marketing area, getting a wide reach
and using social networks, SMS
messages/e-mail, the institutional
website and calls on hold as media.

positioning sought after in accordance
with strategic guidelines and following up
the essence of the Bank.

S EC U RIT Y OF IN FO R MATI O N
Security of Information is a permanent
challenge and commitment for the
Institution. Seeking to be aligned
with international standards, the
implementation of Security controls of
ISO 27002 began in recent years and, in
2018, the implementation of ISO 27001
started for the Management of the System
for Security of Information, which is
transversal for every organization.
In addition, we constantly invested in new
tools that provide us with the safeguard
mechanisms required, always believing
in leading brands with proven experience.
2018 was the beginning of changes in
important tools of control and protection.

With the intention of keeping
updated as to the trends in new
technologies, we participated in the
Latin American Congress on Bank
Security – CELAES, held in the city of
Miami, US. This event allowed us to
be up to date with worldwide trends

As to Fraud through Alternative Channels,
a plan of action was devised by the
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in Cybersecurity, getting to know
emerging challenges in the Banking
sector and making comparisons
as to technologies and processes
implemented in the Bank, and we are
very much aligned. In addition, we
participated in other events that allow
us to be at the forefront.
As Security is very dynamic and
requires permanent updating, we
are committed to training. The
security team participated in several
training events and always seeks to
have certified technicians. We have
International Certifications such as the
Red Hat Certified Specialist in Server
Security and Hardening, the Certified
Ethical Hacking (CEH) and the
Microsoft Certified Solutions Associate
(MCSA).
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PH YS ICAL SEC URIT Y

TYPE OF EVENT

TABLE OF MANAGEMENT OF PHYSICAL SECURITY IN BANCO REGIONAL S.A.E.C.A.
2016
2017

Robbery attempt to Banking Branches
Robbery attempt to ATM

0 cases
1 case (skimming)
Person detained

0 cases
0 cases

2018

0 cases
1 case (skimming attempt)
The person escaped when the alarm activated.

Accidents in the facilities of the Bank (Staffers and/
or others due to slips, faints, etc.)
Accidents of providers in bank facilities (High risk
control of work security standards)

4 cases (referrals to health centers with no secondary effects)

3 cases (Persons detained by joint
actions with the Financial Police and
Prosegur)
2 cases (referrals to health centers with
no secondary effects)

0 cases

0 cases

Accidents of staffers in public places, working hours

0 cases

0 cases

Evacuation drills (minimum of 2 per year)

6 times

4 times

1 case (Car accident with only property damages)
3 times

E-learning training (98%
participation)

Live training in branches, with more
than 50 staffers

Live training of 100% of new staffers. Personal
protection course for directors

Bank leaks

Training in physical security

5 cases
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0 cases
8 cases (6 referred to health centers with no
secondary effects)
0 cases
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Anti-corruption Practices
BANCO REGIONAL IS COMMITTED TO
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Among them, there are specifications
related to the ethical and professional
behavior of staffers and the prohibition
to participate or be involved in acts of
corruption.

FORCE FROM LOCAL SUPERVISORS AND
WITH THE HIGHEST STANDARDS SET
OUT BY INTERNATIONAL REGULATIONS
AND RECOMMENDATIONS.
The management of the Institution is
focused on the values of transparency
and honesty, with policies and tools that
identify and mitigate the risks that may
cause the institution to be related to
illegal and/or dubiously ethical cases,
such as corruption cases.
In that way, the Code of Conduct of
Banco Regional, implemented in 2016,
includes procedures and guidelines to be
applied by all members of the institution.

PROJECTING
DEVELOPMENT

Banco Regional is getting ready to
undertake an important challenge in
2019, implementing new procedures
that comply with international
recommendations in anti-corruption
issues, such as the Foreign Corrupt
Practices Act of the US (FCPA) and the
UK Bribery Act 2010.

SOCIETY, SEEKING TO COMPLY AT ALL
TIMES WITH THE REGULATIONS IN

LETTER FROM
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The Bank is committed to carry out
business in a transparent manner and
follows recommendations from Rabo
Partnerships BV, as a strategic ally,
and complies with the international
requirements of the Wolfsberg Group,
which aims to develop standards for
the fight against money laundering,
terrorism funding and corruption in
financial institutions.

Kroll Associates Evaluation: Since
2013, the policies and procedures on
the prevention of money laundering,
funding of terrorism and proliferation of
weapons of mass destruction of Banco
Regional and their effectiveness are
assessed every year by the international
firm Kroll.

In 2018, we were focused on a review
of policies and procedures in force, on
the advice from experts in the field
and anti-corruption training; taking
an important role in the fight against
corrupt practices and in favor of a
transparent and responsible business in
the local financial sector.

Kroll is a market-leading risk consulting
company which is renowned around the
world due to its experience in Prevention
of Money Laundering, Funding of
Terrorism and Proliferation of Weapons
of Mass Destruction.
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The Board of Banco Regional, which is
committed as to these issues, has chosen
to take part in these evaluations seeing
that they cover and comply with the
highest local and international standards
on the subject.
The last evaluation carried out by the Kroll
firm as to policies and procedures in force
of Banco Regional as to prevention ended
successfully in 2018. This diagnosis allows
to share know-how and experiences with
members of this organization, offering
a wide-reaching vision on trends, new
typologies and regulations on the matter.
Evaluation of Maturity of the Compliance
Program: As a strategic ally of the
Bank, the Evaluation of Maturity of the
Compliance Program is an essential tool
for Rabo Partnerships BV and it is used to
verify that related companies comply with
laws and international best practices in
terms of Regulatory Compliance.
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In April 2018, we had the visit of
specialists from Rabobank of The
Netherlands and Argentina, who met
with members of the Management
and the Board of Banco Regional to
evaluate processes and the compliance
culture currently in force, making
recommendations based on international
best practices.
As a result of these processes of
evaluation, we can see additional
improvements through the
implementation and incorporation of
recommendations made.
Training on Compliance: One of
the pillars of an effective program
on Prevention of Money Laundering,
Funding of Terrorism and Proliferation
of Weapons of Mass Destruction is an
adequate level of training of members of
the Institution.
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In 2018, we continued with training
processes implemented, completing the
approved annual plan. As part of this
plan, the Compliance manager, assistant
manager and certain members of the
department have made several visits to
branches in the capital and the interior
of the country, seeking to strengthen the
channels of communication between
the different areas of the Bank and the
Compliance Department.
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with the procedures and control in force.
Likewise, they allow all members to have
the needed knowledge to carry out their
daily tasks effectively.
Members of the Compliance Department
are also constantly trained: 45% of the
team has international certifications on
Prevention of Money Laundering. All of
the members periodically participate in
conferences and meetings nationally and
internationally.

Additionally, there have been training
events aimed at all members of the
Institution and additional training events
for the Commercial area, seeing that they
are the first line of defense.

IT Tools: Banco Regional has platforms
that offer a technological solution for
procedures of prevention of money
laundering and funding of terrorism.
Among them, there is a platform
for the monitoring of transactions,
called Topaz Trace. This tool, through
parameters previously defined by the
Compliance Department, performs an
automatic monitoring of operations of
clients, detecting unusual operations

These training events were made through
talks, presentations, courses in the virtual
platform “Regional University” and, above
all, through constant communication
with the many areas of the Bank, to
broadcast the importance of complying
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and generating automatic alerts that
are then verified by the Commercial and
Compliance areas.
This tool is permanently updated as to
new processes, criteria, regulations and/or
typologies detected. As of today, the tool
has had six phases of optimization, which
allowed to perfect controls making them
effective.
Bearer shares/Progress of Regulations:
In October 2017, Law 5895/17 “Which sets
out rules of transparency in the regime of
companies incorporated by shares” was
enacted. The law sets out, among other
things, the obligation to corporations
(sociedades anónimas) to exchange bearer
shares for registered shares.
In July 2018, Decree No. 9043 sets out the
procedures to be followed by companies
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to comply with provisions of Law No.
5895/17, stating that all companies
must complete the conversion and
exchange of their bearer shares for
registered shares by October 10, 2019.

these notices, we have provided contact
information of staffers who are trained as
to the regulations to provide advice and
support to our clients.

Banco Regional, since 2015, has
started a process designed to comply
with international recommendations
related to the identification of
final beneficiaries of their clients,
specifically to mitigate risks related to
bearer shares.

C L AIM M AN AG EME NT

Considering Law No. 5895/17 and
Decree No. 9043/18, the Bank is
committed to support clients in this
process encouraging compliance
with these provisions. Notices have
been sent to clients affected by these
regulations to make them aware of the
new obligations and the implications
of non-compliance. Additionally, in
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were taken care of and
solved successfully.
It is important to highlight that the Bank
is mindful to answer claims from its
clients and to conclude agreements that
benefit both parties, such as to comply
with regulations in force.

The only claim of the Superintendency
of Banks in 2018 is related to Law No.
805/96 on Cheques; and its modification
by Law No. 3711/09 and concurring
legislation, which was duly treated.
Regional presented the legal basis on the
application of the infringement and the
control institution concluded that the
process was carried out in accordance
with regulations in force.

TH E BA NK I S
MI NDF UL TO
A NSW E R CL A I MS
F R O M I TS CL I E NTS

The claims, presented in 2018 before
the Secretariat for Consumer Protection
(SEDECO, for its Spanish initials), on the
alleged infringement of Law No. 1334/98
on Consumer and User Protection Defense

A ND TO CO NCLUDE
AGR E E ME NTS.
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Claims may be made in all service
channels. They are received with the
upmost respect and discretion and we
quickly gather all data needed for the
case seeking to provide clients with a
precise and trusty response.
In addition, we worked on new
regulations that directly impact the
Bank in its relationship with clients as
consumers, such as regulation on the
advanced cancellation of loans issued
by Resolution No. 390/16, as well as
Resolution No. 4 on the Regulation of the
Remuneration Payment Accounts and
Law 5476 on Standards for Transparency
and User Defense in the Use of Credit
and Debit Cards.
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3.3.

Our providers
TYPE
New
Renewed
Change
Elimination
Internal
Total

INITIAL VALUE OR
PREVIOUS INVOICING

ESTIMATED REDUCTION OR
SAVINGS

AVERAGE IMPACT IN
PERCENTAGE

ESTIMATED EFFECT, 2018

2019 (*) FOR CONTINUITY

31,410
8,243
1,015
122
12,074
52,865

3,764
932
166
122
2,451
7,436

12.0%
11.3%
16.3%
100.0%
20.3%
14.1%

3,596
917
166
122
2,511
7,312

1,153
94
122
1,369

Observation: From 2018, we are adding
internal management that only involved
reusing goods and services with value,
therefore, it had an indirect effect to
providers due to resource optimization.

Pillar 1: Reduction/Savings obtained
There is a normal relationship as to the decrease of
the “Reduction/Savings” and the number of providers
due to the implementation of procurement. Since its
implementation (2016), we started dealing with the
providers with highest invoicing in the year, obtaining
larger savings, but through the years, the decrease
will we stressed as possible savings will be marginal.
Therefore, we can see an increase in the number of
providers and this reflects that, every year, there are
new providers with lower invoicing every year, who
therefore have a lower impact in savings or reduction
of potential costs.

EVOLUTION O F
PR OCURE M E NT
Since its implementation in 2016, the
three main pillars of management were:
Reduction or savings
Added values
Mitigated risks
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Pillars 2 and 3: Added values and mitigated risks
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Requests processed per department

Top 3 Departments:
IT, 115
Administration, 56
Channels/Broker, 32
Total (84%) 240

The number of orders increased 2.7 times compared to 2016, while added values
and mitigated risks obtained practically doubled.
It is important to clarify that, for every order managed and closed, an average
of > 3 providers are estimated. Therefore, we contacted more than 700 providers
in 2018.
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3.4.

Amounts processed per department

Our social and
environmental commitment
SUSTA I NA BL E
F I NA NCE S DE SK
Banco Regional is a founding member
of the Sustainable Finances Desk. This
is the first initiative of self-regulation in
the Paraguayan Financial System. It is
a platform for voluntary collaboration
between banks created in 2012 to support
the sustainable economic development of
the country. It is formed by member banks
of the Association of Banks of Paraguay
(ASOBAN, for its Spanish initials). Banco
Regional held the Presidency of the Desk
for many years.

Top 3 Departments in amounts in millions of guaranies:
Administration, PYG 18,489 million
Human Resources, PYG 11,177 million
IT, PYG 8,262 million
Total (88%) PYG 37,043 million

The Sustainable Finances Desk promotes
the responsibility of the financial sector
in the support and strengthening of
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the transformation into a sustainable
economy, considering the leadership in
the joined efforts of all interested parties
(clients, collaborators, authorities, NGOs
and the general public), to face risks and
take advantage of the opportunities in
sustainable risks in Paraguay. Within this
framework and for many years, there have
been many activities aimed at contributing
from the financial sector for the
sustainable development of the country.
Among the actions undertaken by the
Sustainable Finances Desk in 2018 and
supported by Banco Regional, we can
mention the First International Forum of
Sustainable Finances of Paraguay, training
events on analysis of environmental
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and social risks for the financial sector,
cooperation agreements with public
sector institutions, participation in the
Meat Desk and the presentation of the
Manual of Best Livestock Practices of
the WWF.
Likewise, we carried out a day for the
plantation of native plants with A Todo
Pulmón in the Ñu Guazú park, looking
to raise awareness in the public on
environment protection as well as
the legacy for future generations and
sustainable development. We also sought
to improve the landscape of the place,
which is one of the main lungs of the city
of Asunción. We also participated in the
following events:
Consultation workshop on the
National Forest Strategy for Sustainable
Development.
Participation in the Week of
Sustainability in Lima, Peru, organized by
IDB Invest.
Platform of Sustainable Soybean of
the department of Itapúa.
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Presentation of the Marshland ProjectChaco. Presentation of the Alliance
Project for Sustainable Development.
Presentation of the Platform for Hydric
Agricultural Balance and Maps of AgroClimatic Risks.
Meetings with the UNDP, the Technical
Secretariat for Planning, FMO on a project
proposal with financing of the Green
Climate Fund.
Meetings with the Financial
Development Agency, the Technical
Secretariat for Planning, IDB, FAO on the
PROEZA project and the Energy Efficiency
project.
Presentation of the System of
Environmental Information of the
Ministry of Environment and Sustainable
Development.
Consultation workshop on the
preparation of the Country ProgramGreen Fund, Technical Secretariat for
Planning and Ministry of Environment and
Sustainable Development.
Annual Meeting of presentation of
Progress in Meat and Soybean Platforms
in Alto Paraná and Itapúa.
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Presentation of Global Canopy on Trase
and SCRIPT systems.
Presentation of the Sustainable
Finances Desk in Expo Rodeo Trébol,
department of Boquerón.
Training on the implementation of the
Environmental and Social Guide for the
Funding of Agricultural Industry Activities.
Training on the Global Forest Watch
PRO System.
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3.4.

Our projection:
Economic Group
BR O KE R AGE H O USE
Banco Regional, as an Institution in
continuous evolution and development,
seeks to contribute to the consolidation
and growth of the stock market of
Paraguay, where there are many
opportunities for the important duty
of intermediating between savings
and credit needs of those who seek to
develop a company. That is why it has
decided to enter the stock market with
the opening of a Brokerage House.
This decision to create a Brokerage House
as an affiliate with the full support and
solvency of Banco Regional was made
in the General Meeting of Shareholders
in 2018 and it was one of the first steps
to execute the creation of the Regional
Economic and Financial Group, an
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Economic Group that is strengthening with
the entry of other players with the main
goal of growing with the people and the
country.
Regional Casa de Bolsa is a new business
unit that seeks to provide answers to
all sectors in the stock market, both
individual and institutional investors, as
well as corporate and medium companies
of all productive and commercial sectors
of the national economy.
In addition to offering security,
transparency and integrity to the entire
stock market, it mainly aims to become
an advisor of clients, guiding their savings
plans and optimizing their investments.
In that way, the Brokerage House offers
investment products from very low
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amounts to try to bring Stock Market
Operations closer to a wider number of
people than the current market.

IT IS IMPORTANT TO MENTION THAT

Among the products and services,
Regional Casa de Bolsa offers the
purchase and sale of Securities, Stocks
and Over-the-Counter securities such as
Bonds, Shares, Certificates of Deposit, and
it also provides advice on the formation of
Investment Portfolios, Structuring of Debt
and Mutual Investment Funds.

OF CLIENTS IN THE STOCK MARKET IS

One thing to highlight is that, as part of
the strength and support provided by
Regional Casa de Bolsa to investors, we
signed a strategic alliance with Larrain
Vial, a leading brokerage house in Chile
and the region with more than 80 years
of experience. The institution will provide
knowledge and experience in the advice
for the administration and optimization
of the investment portfolios of clients, as
well as constant training.
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to drive the business model in “BankingInsurance”.

PARAGUAY HAS A HUGE POTENTIAL

This transaction was the entry of Banco
Regional to the General and Life Insurance
business in Paraguay, having purchased
a company with more than 25 years of
impeccable record in the Paraguayan
insurance market. The operation has
the approval of competent regulatory
authorities.

TO KEEP GROWING AS THE NUMBER
8,300, WHICH ONLY REPRESENTS 1%
OF THE TOTAL OF IN-BANK CLIENTS.

Regional Seguros has its headquarters in
Encarnación and is specially focused on
the agricultural industry sector. It stands
in the ranking of the most important
insurers of the Paraguayan market.
Through its years, it built a solid position
that is consolidated today with this
transaction.

REG ION AL S EG U R O S
Banco Regional, maintaining the
goal of providing solutions for the
Paraguayan market and contributing
to the development of the country,
entered the insurance sector when
purchasing shares of Regional S.A. de
Seguros (“Regional Seguros”). This
purchase allows the consolidation of
the operations of both institutions and

Alpax acted as exclusive Financial Advisor
and Investment Bank for this transaction.

F UNDACI Ó N R EGI O NA L
As the executive arm for all Corporate
Social Responsibility actions of the
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bank and the other players in the
Regional Economic Group, we founded
Fundación Regional as an autonomous
organization, with its own governance
and legal personality.
This initiative will generate shared value
for business, with the strengthening of
the reputational image of the Bank and
the other members of the Economic
Group; and for the company, with the
consolidation of the financial security
of families and the sustainability of
companies. In this way, the activities
undertaken will positively impact
communities influenced by its
operations and the business strategy.
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Fundación Regional has the
main goal of working based
on three axes:
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In the first stage, we expect to use
digital platforms to disseminate basic
financial information and promote
entrepreneurship, considering
that innovation and technology
are transversal axes in all actions
undertaken by the bank.

A. Financial Education
in small and medium
enterprises, and individuals
in all cycles of life (children,
youth and adults).
B. Agricultural and
livestock research, aimed at
improving the productivity
and sustainability of the
production of food.
C. Environmental education
focused on improving
citizen and productive
practices.
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environmental educational programs
that create better opportunities of
autonomy of individuals, economic
and social welfare of communities and
facilitate harmonic cohabitation with
nature and society.

Secondly, alliances will be concluded
with private and public institutions to
work together in scientific research that
optimizes productive processes. The
office of the Foundation will be based
in Encarnación, the city where the Bank
and Regional S.A. de Seguros have their
headquarters.

Mission:
Being agents and facilitators for
change, leaders in the strengthening
of economic and social skills of
individuals and companies, maximizing
the wellbeing and the potential for
development of communities through
balanced acts in the economic, social
and environmental axes as central
pillars for sustainability.

Vision:
We empower and strengthen the skills
of financial and social management of
individuals and companies, through the
creation and availability of technological
platforms, promotion of research and
the development of financial and

The Vision and Mission of the
Foundation set out the axes for the
development of communities of impact
of each of the players of the Regional
Economic and Financial Group.
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ECONOMIC AND
FINANCIAL PERFORMANCE
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4.1.

Economic Analysis and Outlook
WORLD VIEW
U N I T E D S TAT E S

Evolution of the GDP in the US

The revision of the real Gross Domestic Product (GDP) of the United States for the third
semester of 2018 showed an increase of 3.0% compared to the same period of 2017. A
similar variation had not been seen since the second quarter of 2015, when it was 3.4%.
This result was driven mainly by the gross private investment which peaked at 6.1%,
while exports peaked at 3.5% and personal consumption expenses peaked at 2.9%.
As to the second quarter of this year, the real GDP had a slight increase of 0.8%, due to
an increase of the gross private investment (3.6%). On the other hand, the U.S. dollar, as
measured between September and December 24, 2018 through the DXY index, recorded
a consecutive increase in its average level by going from 94.76 to 96.97, which proves a
depreciation of 2.3%, slightly above the one seen using the ends of months (1.5%).

Source: MF Economía with data from BEA.
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As for the local market, it should be mentioned that the Department of Labor Statistics
published a press release showing that, for November, the unemployment rate was kept
at a stable rate of 3.7% for the third consecutive month.
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For the first quarter of 2018, the Eurozone showed a variation rate of the Gross
Domestic Product of 1.7% compared to the same period of the previous year.

-800
nov-07
feb-08
may-08
ago-08
nov-08
feb-09
may-09
ago-09
nov-09
feb-10
may-10
ago-10
nov-10
feb-11
may-11
ago-11
nov-11
feb-12
may-12
ago-12
nov-12
feb-13
may-13
ago-13
nov-13
feb-14
may-14
ago-14
nov-14
feb-15
may-15
ago-15
nov-15
feb-16
may-16
ago-16
nov-16
feb-17
may-17
ago-17
nov-17
feb-18
may-18
ago-18
nov-18

0

INSPIRED BY
ITS ESSENCE

Finally, as to commercial policy, it can be stated that within the framework of the
G-20 summit held in Argentina, the US and China agreed to enter into negotiations
and suspend for 90 days the changes in tariffs they would implement in early
2019. In fact, the US would postpone setting additional tariffs for the value of
USD 200,000 million for Chinese products, while China committed to purchase
agricultural, energy and industrial products from the US, aiming to reduce the
commercial imbalance between the two countries.
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On October 19, the Federal Reserve of the United States (FED) published the minutes
of the meeting held in December, whereby it decided to increase the range of its
political rate between 2.25% and 2.50%. The decision was due to the information
received by the Committee, proving that the job market is still strengthened and
the economic activity has grown considerably, unemployment has remained low,
inflation as to the total inflation as well as to inflation excluding food and energy
is close to the medium-term target (2.00%) and inflationary expectations show
minimum changes.

Unemployment and job creation
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As for the consumer price index, it had a year-to-year variation of 2.2%, mainly due
to the ascending trend of the energy group, which recorded an increase of 3.1%.

During the mentioned month, 155,000 jobs were created. The economic sectors in which
the new jobs were concentrated were: professional services and business (32,000),
health (32,000), manufacturing (27,000), transport and storage (25,000), retail trade
(18,000), recreation and hotel industry (15,000), wholesale trade (10,000), social
assistance (8,000), financial services (6,000) and construction (5,000), while jobs were
lost in mining, government, education services, information services, among others.
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Tasa de Desempleo

-1000

Creación de Empleo (eje der)

Source: MF Economía with data from BLS.
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On the other hand, industrial production
in October increased 1.2% year-toyear. Internally, the item of capital
goods had an increase of 3.7% and
perishable consumption goods, 1.2%.
The production of non-perishable
consumption goods remained stable,
while intermediate goods dropped 0.4%
and energy, 3.1%.
As to the production in the construction
sector, it dropped 1.6% in October,
compared to the same month in the
previous year. The biggest decreases
were recorded in France (5.9%) and
Italy (1.6%), while the most important
increases were seen in Slovenia (2.2%)
and Slovakia (1.4%).
The unemployment rate in October
was 8.1%. The countries with the
highest rates of unemployment are:
Spain (14.8%), Italy (10.6%) and France
(8.9%), while Germany (3.3%) has the
lowest level.
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below the record of the previous month (2.2%). The largest contribution to this result
came from the energy sector (0.9 pp, percent points), followed by services (0.6 pp) and
food, alcoholic beverages and tobacco (0.4 pp).
Interannual inflation
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As to the trade balance, for October, it
recorded a surplus of € 175.6 trillion,
with exports growing 11.4% in annual
terms while imports increased by a
lower amount (14.8%).

CHINA
The growth of the economic activity of
the country for the third quarter of 2018
shows an annual rate of 6.5%, a figure
that shows a slight deceleration (0.2 pp)
compared to the data of the previous
quarter. In addition, this is the lower
result seen since the first quarter of
2009.

Source: MF Economía with data from BEA, BLS, Eurostat.

In November, inflation had an
interannual increase of 1.9%, slightly
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On the other hand, industrial production
recorded an annual increase of 5.4%
in November. Out of the 41 industrial
divisions in the indicator, 38 recorded
increases, the highest of which
were seen in activities related to
significant levels of technology, such
as manufacturing and processing
of nonferrous metals (12.8%),
manufacturing of airplanes, space
vehicles and other transport equipment
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(12.7%), production of machinery for special purposes (12.4%) and production of
computers, communication equipment and other electronic equipment (12.3%).
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In Europe, after showing minimum values at the start of the year, the Euro was
strengthened in a sustained manner until late March, when it traded at 1.24 US$/€. Since
April, the dollar started to appreciate, trading at 1.15 US$/€ by late May and after that, it
was very stable around 1.15 US$/€ with a minimum of 1.13 and a maximum of 1.18 US$/€.

As to retail sales for November, they had a year-to-year growth of 8.1%, higher in rural
zones (9.3%) than in urban zones (7.9%).

As to other currencies, in the year up to December 26, the dollar appreciated 6% against
the pound sterling, 19% against the real, 107% against the Argentine peso and 13%
against the Chilean peso. The evolution of the dollar index against a group of currencies
(DXY) shows that it has been on the rise since May.

Finally, the CPI showed an annual variation of 2.2% during November. All groups that
form the indicator recorded increases, seeing the largest of them in health (2.6%),
food, alcoholic beverages and tobacco (2.5%), education, culture and recreation (2.5%)
and housing (2.4%), while the sectors with lowest variation were clothing (1.4%),
articles and home services (1.5%), other articles and services (1.5%) and transport and
communication (1.6%).

Evolution of the DXY

CURRENCIES AND COMMODITIES
Internationally, there is a lot of uncertainty in the markets, which was stressed since
late March with the announcement and subsequent start in July of the trade war
between the US and China for tariffs, which impacted worldwide.
In the G20 summit in early December, the presidents of the US and China agreed
to postpone the enforcement of new commercial tariffs for 90 days so that both
governments can talk about them. However, there is still a lot of uncertainty on the
matter.

Source: MF Economía with data from Bloomberg.
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The report of worldwide supply and demand of grains prepared by the department
of agriculture of the US (USDA) in December 2018 projects a 2018/19 soybean
campaign with a worldwide production of 369.20 million tons, increasing 8.8%
over the previous campaign. It also confirms the record of production of US
soybean in 125.18 million tons (+4.3%) while maintaining exports and increasing
final inventory for a record of 25.9 million tons. With the harvest in the US
completed, the news of soybean now come from the southern hemisphere. The
USDA revised the production of Brazil to the rise of up to 122.0 million tons due
to progress in tasks and good weather conditions. It also projects an increase of
exports for a record of 82 million tons corresponding to the 2017/18 cycle due to
the trade war between the US and China. In the 2018/19 commercial cycle, they
will reach 75 million tons.

LETTER FROM
THE PRESIDENT

PROJECTING
DEVELOPMENT

CORPORATE
GOVERNANCE

INSPIRED BY
ITS ESSENCE

ECONOMY
AND FINANCE

of 371.52 million tons, in a year in which, for the first time in history, it equals
the cultivated area of soybean in said country, stock drop and this could be
positive for the prices. On the other hand, Brazil has a projected production of
94.50 million tons. It should be reminded that 70% of the production in Brazil is
through harvests, i.e., sowing occurs after harvesting the soybean.
Projections for export of corn for the 2018/19 campaign for the US are of
62.23 million tons, while in Argentina and Brazil, they are of 28.00 and 29.00
million tons, respectively. Ukraine would also be selling around 28.00 million
tons. Among importing countries, the USDA increased the demand of Japan
to 15.5 million tons but kept the purchases of Mexico at 16.70 million. After
correcting the Chinese figures in the November report, the USDA kept the many
commercial variables of China unchanged with the initial stock at 222.54 million
tons, harvesting at 256 million, imports at 5 million and final inventory at 207.49
million.

IN THIS CONTEXT, IT IS EXPECTED THAT IN THE COMING WEEKS, SALES
FROM THE US TO CHINA WILL RETURN AS A PROOF OF PROGRESS IN THE

The global projection for the production of wheat in the 2018/19 is of 733.41
million tons. For the US, the production would be of 51.29 million tons, the EU
would have 137.60 and Russia, 70 million tons. In Australia, it is a fact that this
is the worst campaign in the last 10 years due to draught affecting a great part
of the agricultural area. The USDA estimates a production of 17 million tons for
that country. With this production level, the exportable balance only gets to 10.5
million tons.

NEGOTIATIONS BETWEEN THESE COUNTRIES.

For corn, a worldwide production of 1,009.91 million tons is projected for the
2018/19 campaign. The outlook for the US in the 2018/19 cycle sees a lower use
for ethanol, reduced imports and higher final inventory. Corn used for ethanol in
the quarter of September to November decreased compared to the previous year
for the first time since 2012. In this way, the US maintains a projected production

The projected production of rice for the 2018/19 will be of 491.14 million tons.
India would have a production of 111.00 million tons, while Brazil would have a
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production of 8.16 million tons. Final inventory of rice is projected to end the 2018/19
campaign at 163.25 million tons.
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As for oil, prices have been rising since the execution of the agreement to contain
production signed in late 2016 by the Organization of Petroleum Exporting Countries
(OPEC), Russia and the main producers outside of the organization. Since the midst of
the year, other factors added up to the pressure on prices: reserves in the US had their
lowest values after many years, there was an increase in geopolitical tension in Syria,
in addition to sanctions against Iran which started to restrict the flow of oil from said
country. This way, as of the start of October of this year, the Brent oil exceed 85 US$/
barrel after four years.

As for the prices, after showing increases in the first months of 2018, in the second
semester, they dropped due to uncertainty surrounding the trade war. For 2019, a similar
behavior to that in 2017 is expected, as Argentina would recover its productive capacity
and there will be a clearer outlook as to the trade war.
Evolution of the quotes of the main commodities

However, due to an excess in supply, prices started to drop sustainably since October,
which is why OPEC and its allies agreed at the start of December to cut production
by 1.2 million of barrels in 2019, reversing the June decision of increasing pumping.
Therefore, oil ends the year at around 50 US$/barrel.
Oil (US$/Barrel)

Source: MF Economía with data from CBOT.
Source: MF Economía with data from Bloomberg.
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WORL DWIDE G ROW T H
In general, projections for 2019 are slightly lower: although the world would grow at
a similar rate this year, 3.7%; other economies would have smaller growth: US, 2.5%;
Eurozone, 1.9%; Japan, 0.9% and China, 6.2%. In Latin America, the growth would be
higher than this year, reaching 2.4%, with Brazil at 2.45%.

In the last months of 2017, the world economy had a good performance, obtaining
rates that were not recorded for eight years. According to the last report
published in October 2018 by the International Monetary Fund (IMF), the growth
would continue, but not as synchronized. The difference in developing markets
is influenced by factors such as oil prices, the trade war, the appreciation of the
dollar and the political context that varies among countries. In addition, many
developed countries would be reaching maximum levels, such as the US, which is
near full employment.

Projections for growth of GDP in %

In this context, the IMF adjusted its projection of growth in certain regions. For
the world, expectations moved from 3.9 to 3.7%, while for the US, they remain at
2.9%.
For the Eurozone, it went from 2.2 to 2.0% and for Japan, from 1.0 to 1.1%. On the
other hand, the outlook for emerging economies was reduced from 4.9 to 4.7%.
Within this group, the projection for the Chinese economy was kept at 6.6%. For
Latin America, it reduced from 1.6 to 1.2%, mainly due to the performance of the
Brazilian economy, as that projection fell again, this time from 1.8 to 1.4%.

Source: MF Economía with data from the IMF.
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REGIONAL OUTLOOK
B R AZ IL

political instability in the country related to corruption cases and holding presidential
elections.

During the first quarter of the year, the Brazilian GDP reached US$ 435 billion,
which represents a growth by 1.3% compared to the same period of the previous
year. With this result, there are seven consecutive quarters of growth, although
without reversing the previously accumulated drop.

In economic terms, the new Brazilian government has the main challenge of reducing
the fiscal deficit because the current levels generate a cost for the country that reduces
competitiveness. To do this, it must carry out two reforms: taxation and social security.
However, this will not be an easy task as these reforms will require the approval of laws
and president Bolsonaro does not have a lot of support in the Parliament as the vote that
took him to power was more anti-Workers Party than pro-Bolsonaro.

Analyzing the economic sectors in year-to-year terms, agriculture and livestock
grew 2.9%; trade, 3.0%; transport, 1.6%. Transformative industry grew 1.8%
and construction fell 1.2%. Despite a better performance in the agricultural and
livestock sector, services influenced growth the most, as it is the largest sector.

Evolution of the GDP of Brazil
Analyzing demand, private consumption grew 1.4% and it was the sixth
consecutive quarter of interannual growth. Government spending grew 0.4%,
while investment grew 7.7% in year-to-year terms. For the first nine months of
the year, the increase of the GDP was 1.1% compared to the same period of the
previous year.
Interannual inflation as of the end of November was around 4.1%, within the range
of tolerance set out by the monetary authority (4.5% + 1.5 pp). This has allowed
the Central Bank to maintain its political rate at 6.5%, close to historical minimums
to dynamize economic activity.
On the other hand, until December 27, the real depreciated by 18.6%, from 3.31 R$/
USD as of the end of 2017 to 3.93 R$/USD, similar to other currencies of emerging
countries, mainly due to the toughening of monetary conditions in the US and the

Source: MF Economía with data from IBGE.
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AR GE NTINA
In the third quarter of 2018, the
economic activity fell 3.5% compared
to the same period of the previous
year, as a result of the contraction
of internal demand due to the
significant increase of the exchange
rate which resulted in inflation and
the drop in real wages and increase of
uncertainty. Sectors with the worst
performance were trade, with a drop
of 8.9%; transformative industry,
6.6% and agriculture and livestock,
5.2%. Transport and trade activities
also suffered the indirect impact of
draught, which affected agricultural
and livestock products. On the side
of demand, both public and private
consumption fell around 5%, while
gross formation of fixed capital
fell 11.2%.
Inflation as of the end of November
was around 48.5%, groups of food
and non-alcoholic beverages and
transport influenced the most on that
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result, specially food, because they
are tradeable goods which are directly
affected by currency depreciation.
Also, the sectors of housing, water,
electricity, gas and other fuels had
influence in a lesser manner due to the
reduction of subsidies to public
services and the international increase
of oil prices most of the year. There
are still no big achievements as to
controlling inflation.
For 2019, an important reduction was
expected, but there are no sufficient
signs as of today that this will occur, as
the figures are not moving towards the
expected values.
On the other hand, the continuation of
exchange tensions linked to external
factors (financial instability in Turkey
which affected most currencies of
emerging markets) as well as internal
factor (uncertainty on the achievement
of planned goals in the first agreement
with the IMF), made the exchange rate
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to keep depreciating, until a maximum
rate of 40.90 AR$/USD by the end
of September. If averages recorded
between June and the reported month
are compared, the loss of value of the
currency was of 45.4%, and compared to
December 2017, it was 118.0%.

2020. They think that these measures
will reduce the needs of financing of the
government and reduce the public debt.

On October 26, according to a press
release of the IMF, it was reported that
after the first review of the economic
performance of the country, the Stand-by
Agreement for 36 months approved on
June 20 was of USD 56,300 million. After
this evaluation, authorities may access
funds for USD 5,700 million, so from
June of this year, total disbursements
performed by the multilateral organization
are of approximately USD 20,400 million.
Available resources are to be used for
budgetary support purposes.

POLICY, GOING FROM A POLICY OF

The press release also noted that a central
element of the plan of authorities will
be to reach budgetary balance by 2019,
and move towards a primary surplus in
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IN ADDITION, THE CENTRAL BANK
DECIDES TO CHANGE ITS MONETARY
INFLATION TARGETS TO A POLICY
OF MANAGEMENT OF CURRENCY
AGGREGATES, I.E., THE QUANTITY
OF MONEY IN CIRCULATION. ALL OF
THIS IS MEANT TO STOP INFLATION
WITHOUT LOSING RESERVES.

In fact, the Central Bank of the Argentine
Republic (BCRA, for its Spanish initials)
committed to the non-increase of the
currency base (which includes cash in
circulation held by the public and cash
in banks and checking accounts in pesos
of financial institutions in the issuer)
until June 2019. However, to avoid an
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excessive monetary contraction, the
intended aggregate will be adjusted
for the seasonal effect that increases
its demand in December and June.
Meanwhile, the Central Bank of the
Argentine Republic auctions short-term
letters (LELIQs).

October 1, between 34 and 44 AR$/
USD, which will adjust daily to a rate of
3.0% per month until the end of 2018.
If the exchange rate is above the nonintervention zone, the BCRA will perform
daily auctions of foreign currency for up
to USD 150 million.

It is expected that this new framework
will contain the offer of money and
maintain the short-term interest rates
in currently high levels to decisively and
quickly reduce inflation and
inflationary expectations.

Finally, the BCRA and the Bank of the
People’s Republic of China signed,
on December 2, a supplementary
agreement for the swap of currencies
for CNY 60 billion, which supplements
the agreement signed in July 2017.
Therefore, the total amount of swaps
adds up to CNY 130 billion. The
promotion of financial stability, the
strengthening of the relationship
between central banks and the
facilitation of commercial trade
between both countries are sought
with this new agreement.

On the other hand, the BCRA made the
decision to adopt a floating exchange
rate regime without intervention which
allows, during an extremely excessive
fluctuation of the exchange rate, to
make unlimited auctions to avoid
disordered conditions in the market.
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Exchange rates and reserves

Source: MF Economía with data from Bloomberg – BCRA.

Therefore, the exchange nonintervention zone was defined from
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LOCAL OUTLOOK
R EAL E STATE SECTOR
After growing 5.2% in the first and 6.4% in the second, the Gross Domestic Product
(GDP) grew 1.1% in the third quarter compared to the same quarter of the previous
year.
The sector with highest growth was agriculture, with 3.3% due to good results in
certain items, such as corn and wheat. Services grew 3.2%, with standouts in housing
services, hotels and restaurants, finance and telecommunications. Considering its
importance in the GDP, this sector was the one with the most influence in the growth
of the economy in the third quarter, followed by agriculture.

On the other hand, bi-nationals fell 5.6%
due to the reduction of the reservoirs as
a consequence of lack of rains in Brazil,
which produced less energy.
If we look at the GDP on the side of
demand, private consumption grew
2.6%, driven mainly by the purchase
of non-perishable goods, as well as
services related to health, education
and recreation. Public consumption
grew 6.8%. On the other hand, after
four consecutive quarters of growth,
the Gross Formation of Fixed Capital
(investment) fell 2.3% in the third
quarter, given the lower performance
of construction and investment in
machinery and equipment.

Livestock grew 1.2% and, although the cattle was reduced, the production from
poultry, pigs and raw milk had good results.
Industry only grew 0.2%, driven mostly by sub-sectors of metallic products,
chemicals, paper, wood, beverages and tobacco. Mill and beef industries had negative
performances.
After growing 13.4% in the second quarter, the construction sector fell 5.1% in the
third, mainly due to adverse weather conditions in said period and the transition
between governments.
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FOR THE FIRST NINE MONTHS OF THE
YEAR, THE INCREASE OF THE GDP WAS
OF 4.2% COMPARED TO THE SAME
PERIOD IN 2017.
In December, the Central Bank of
Paraguay (BCP, for its Spanish initials)
corrected and reduced its projection of
growth of the GDP for 2018, going from
4.3 to 4.0%. This adjustment was due
to less dynamism in the economy in the
second semester, as a consequence of
the weather conditions that affect the
generation of energy, construction and the
livestock sector, plus the regional political
and economic context. For 2019, the BCP
also projects a growth of 4.0%.
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Evolution of the GDP of Paraguay
in port were positive, a situation that
continued for several months, benefiting
producers who did not closed their sales in
advance.

The local soybean campaign ended with better results than the initial expectations.
The performance was not as good as the previous campaign but, considering the
increase in the harvest area, the production obtained was almost the same as the
previous year.

On the other hand, at the start of the
2018/19, similar results to the previous one
were expected. However, it began with
some problems, as part of the soybean
sown in advance had to be sown again
due to intense rains. Also, in certain areas,
there have been several days without rains
which affected crops. Some leaders in the
sector talk about a possible loss of around
5 and 10% of production. Considering this
situation, after completing the harvest,
producers may once again bet on a
harvest of soybean, especially if weather
conditions improve. Considering all of this,
the returns shall be followed to see what
the end result may be.

An aspect to highlight is that, considering the draught in Argentina, which produced
20 million tons less, and the uncertainty for the trade war, from April, the prices

Locally, there is a consumption of around
20% of corn produced (1) and the rest

Source: MF Economía with data from BCP.

AGR I C ULTURE

(1) Source: MF.
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IN 2018, THERE WAS AN
INCREASE IN THE AREA OF
CORN SOWING AND, AT THE
SAME TIME, THERE WAS
A GOOD PERFORMANCE,
SO PRODUCTION WAS
HIGHER THAN INITIALLY
EXPECTED.

is exported, mainly to Brazil. In this
campaign, exports were affected by
the significant production in Mato
Grosso and the drop of the real. On
the other hand, the sowing of soybean
was important once again despite
the increase of area of corn sowing.
In the 2019 campaign, a smaller area
for corn sowing is expected and,
therefore, less production.
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2016/17

2017/18

2018/19
PROJ.

HECTARES
SOYBEAN TONS
TONS/HECTARES
HECTARES
CORN PER
TONS
HARVEST
TONS/HECTARES
HECTARES
WHEAT
TONS
TONS/HECTARES

3,388,709
10,336,144
3.050
750,000
4,125,000
5.500
428,648
700,000
1.633

3,490,370
10,317,534
2.956
760,000
4,200,000
5.526
485,000
1,358,000
2.800

3,595,452
10,570,629
2.940
760,000
3,838,000
5.050
400,000
840,000
2.100
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Evolution of total production

As for wheat, in 2018, the sowing area was larger by 13% than in the previous
campaign, but the returns were higher by 71%, so production would reach 1,358
thousand tons, 94% higher than the previous campaign (2). For 2019, the sowing area
and the returns would be lower.

CONCEPT
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Var. %
3.0%
2.5%
-0.5%
0.0%
-8.6%
8.6%
-18%
-39%
-25%

CAPECO and MF Economía Projection for 2018/2019.

Source: MF Economía with data from the National Service for Animal Quality and Health.

LI V ESTOC K
OTH E R S ECTO R S

Production in 2018 reached 2.1 million heads of livestock, reflecting a year-to-year drop
of 9.3%. The average production per month was of 174 thousand heads, 91% of which
were produced in cold stores and the rest, in slaughterhouses. 60% of the total produced
were male and the rest, female, and there was a year-to-year drop by 15.6% in the
production of females (3).

We can take the freight related to agriculture and livestock as a performance
indicator in the transport sector. According to our estimations, freights in 2018 fell
5.6% (4) compared to 2017, driven by less production of beef and the fall in exports
of corn and wheat.

(2) CAPECO http://capeco.org.py/area-de-siembra-produccion-y-rendimiento.
(3) MF Economía.
(4) Source: MF.
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As for trade, the entry into force of
Law No. 5476/15, known as the credit
card law, caused a drop in sales of
local businesses. Since 2017 and in
the first months of this year, said
drop was compensated in part by
purchases made by foreigners, mainly
Argentines and Brazilians. Currently,
with the depreciation of the real and
the Argentine peso, these purchases
have been reduced significantly, and
with them, the sales in businesses. At
the same time, products in bordering
cities with Argentina and Brazil have
attractive prices for Paraguayans
again, so smuggling is on the rise again,
damaging local businesses.
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FIS CAL S ECTOR
At the end of November of this year, the total income of the Central Administration
reached PYG 29.8 trillion, 7.6% more than the same period in 2017. Tax income represented
72% of the total, increasing by 7.8%. Tax collection by the Secretariat of State for Tax
increased 2.7% while those from the National Directorate for Customs had a year-to-year
growth of 14.4%, driven by the growth of imports.
Public income and spending
Billions of PYG
(Cumulative of 12 months)
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The Central Administration spending until
the end of December 2018 added up to
PYG 35.5 trillion, which represents an
increase of 6.0%, compared to the year
before. PYG 30.8 trillion corresponds to
the total spending and PYG 4.7 trillion
corresponds to the net purchase of nonfinancial assets. When analyzing the type
of spending, it is seen that the execution
of current expenses, equal to 87% of the
total, rose 9.3% in year-to-year terms,
while physical investment dropped 12.0%
compared to the previous year.
The fiscal deficit at the end of the year
was of PYG 3.0 trillion, representing 1.3%
of the GDP estimated for 2018, in the limit
set out by the Fiscal Responsibility Law
(LRF, for its Spanish initials).

However, in 2019, it is expected that
the devaluation of the Argentine
peso will be lower while inflation will
remain in high levels. If this situation
occurs, prices will stop being lower in
Argentina, discouraging smuggling.

In 2019, a tax reform project will be
worked on to provide a simpler structure
and improve the tax collection capacity
and formalization.
Source: MF Economía with data from the Ministry of Finance.
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As of the end of the year, the balance of
the public debt was US$ 8,035 million,
equal to 20.2% of the GDP estimated for
this year. 79.7% of it is external debt.
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year-to-year increase of imports, higher than the increase of exports. With this, the result of the balance of trade (total exports minus
total imports) gets to US$ 895.3 million, 52.3% less than in 2017.
Billions of PYG
(Cumulative of 12 months)

The risk rating agency Fitch increased
the rating of Paraguay, from BB to
BB+, leaving us only one step from an
investment grade. This helps to improve
the image of the country, increasing
business opportunities, improving
conditions for international credit for local
companies and attracting capital to the
country. It is important to keep working to
get other risk rating agencies to improve
the rating of the country.

E X T E RNAL SECTOR
BALANCE OF TRADE
In the period between January and
December 2018, there is a considerable

PROJECTING
DEVELOPMENT

Source: MF Economía with data from the Central Bank of Paraguay.
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EXPORTS
In the accumulated total from January
to December of this year, total exports
reached US$ 13,813 million, an increase
of 3.1% compared to 2017.
In 2018, 9.2 million tons of soybean
and sub-products (grains, flour, oil)
were exported for a value of US$ 3,619
million, which is 2 and 8% higher
to the exports of the previous year.
Analyzing products, we see that 6.0
million tons of soybean grains were
exported for US$ 2,205 million, a drop
of 1.6% in volume and an increase of
3.6% in value compared to the same
period in 2017. As for sub-products,
there is an improvement in the levels
of processing, exports of oil had an
increase of 0.5% in volume and flour,
10.8%.
On the other hand, exports of corn had
a significant drop which got to 32%
as of the end of the year. They mainly
go to Brazil and were affected by the
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important production in Mato Grosso and the drop of the real. There was a price,
but no buyers.
Exports per product
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170 thousand tons of frozen meat have
been sent for US$ 651 million. Both values
are higher by 10 and 13% to those in 2017.
The main buyers are Russia, with 69%;
Vietnam, with 8% and Israel, with 7%. In
terms of volume, this type of meat is the
one with the largest share in the total. The
average price of export for frozen meat
has increased 2.6% at 3,823 US$/ton.
On the other hand, shipments of chilled
meat were reduced in volume and value.
A total of 90 thousand tons was exported,
22% less than in 2017. In values, the
amount was of US$ 448 million, which
is also 22% less than the 2017 figure. In
average, the price of export was higher
by 0.4%, around 4,983 US$/ton. The main
importers of said type of meat are Chile,
with 76% and Brazil, with 14%.

Source: MF Economía with data from the Central Bank of Paraguay.

On the other hand, at the end of December, exports of meat reached a total of
288 thousand tons for a value of US$ 1,160 million; values which are 3.5% lower
than in 2017.
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Also, offals were exported for the
amount of US$ 61 million, 8% higher
than in 2017 due to an increase of 13%
in prices.
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Regionally, there are differences in
prices, as the Argentine meat has a
brand, Uruguay carried out a strong
commercial strategy but the meat
from Paraguay and Brazil are more of
a commodity and compete with prices
in the markets of destination, with the
difference that Brazil manages
higher volumes.
On the other hand, non-traditional
exports, i.e., those products that
years before were not exported, had
an increase. In the period between
January and November, they added
up to US$ 1,452 million, 10% more
than in 2017. Cables, paper products
and cardboard, plastic packages,
blankets and dosed medicine are
among the main products with a better
performance.
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As for re-exports, they dropped 3.5%.
This is mainly due to the depreciation
of the Brazilian currency compared
to the dollar and for the economic
context in neighboring countries.

IMPORTS
As for total imports, as of the end
of the year, they added up to US$
12,917.5 million, a value which is
12% higher than in the same period
of the previous year. The recovery
is practically seen in every main
sector, with the most important being
intermediate goods (naphtha, gas,
gasoil), capital goods (agricultural
machinery, office machinery) and
perishable consumption goods
(food, beverages).

Source: MF Economía with data from the Central Bank of Paraguay.
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EXCHANGE RATE AND RESERVES
The exchange rate began 2018 trading
in the retail market at an average of
5,558 PYG/US$, similar to the average
recorded in December 2017. Then, in
February, it traded at an average of
5,523 PYG/US$. From March to early
May, the dollar went from trading below
5,500 guaranies to an average to 5,485
PYG/US$.
The entry of foreign currency from
exports of agricultural products has
pressured the fall of the American
currency in the first quarter. Said flow is
characteristic of the period. From May,
the exchange rate began to rise, getting
to a maximum rate of 5,720 PYG/US$.
Then, in June and July, the dollar traded
at around 5,670 PYG/US$, getting more
stable than in previous months.
From August, the dollar was on the rise
sustainably, starting the month at 5,720
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short peak in the last days of the year,
ending on December 27 at 5,960
PYG/US$.

PYG/US$ and closing at 5,830 PYG/US$.
In September, the rise of the dollar was
slightly stopped and ended the month at
5,855 PYG/US$. In October, the pressure
on the rise became stronger and the
dollar reached 6,000 PYG/US$, a value it
had not reached since February 2006.

Although the Paraguayan economy has
a behavior that resembles that of other
Latin American countries, given its
relationships with Argentina and Brazil,
and the behavior of the peso and the
real, in 2018, the guarani had to be on
the rise to maintain competitiveness of
Paraguayan products. However, this is
something that the Central Bank can only
do up to some point, because it cannot
make the currency behave in a very
artificial manner only to be aligned with
neighboring countries; specially because
the guarani supports the trend of the
index of the dollar before a basket of
currencies (DXY) and this is reflected in
the correlation ratio which is 0.86.

Several factors pressured the exchange
rate to go upwards, among them:
Increase in the rates of the FED
Exit of capitals of emerging markets
Uncertainty as to the Euro
Instability in stock exchanges
Prices of oil
Trade war between the US and China
Economic and political situation in
Brazil and Argentina.
In the last days of October, the dollar
stopped its appreciation and started to
drop in November to reach 5,890 PYG/
US$ by the end of the month. From then
on, it traded at around 5,900 with a
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made net sales5 for a total of US$ 1,235.9
million6 in the financial market, the
largest intervention occurred in May for a
total of US$ 327 million to moderate the
rise of the exchange rate.
Historically, international reserves have
reached figures of US$ 8,841 million at
the start of April, getting by the end of
December at around US$ 8,004 million.
This gives Paraguay a solid external
position. With these reserves, the capacity
of the Central Bank of Paraguay to reduce
the volatility of the exchange rate in the
event of external shocks increases.

In the period between January and
November, the Central Bank of Paraguay

(5) It should be reminded that the scheme used by the Central Bank of Paraguay (BCP) is one of dirty float. This means that the BCP leaves the exchange rate fluctuate freely within a range of
tolerance and makes interventions in high and low peaks to moderate sudden increases or decreases that may create volatility in the market.
(6) This more or less doubles the usual value, except for 2015, when it compensated the fall of commodity prices.
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Inflation and rate of reference

Source: MF Economía with data from the Central Bank of Paraguay.

MONE TARY AND FINAN C IAL S ECTOR
MONETARY
In 2018, inflation was 3.2%. The higher pressure was given due to the increase of
expenses related to transport, urban public transport tickets and fuel7. Also, increases of
certain food such as beef and flour were recorded. There were also increases in housing
services and recreation and tourism. In this way, inflation ends according to the goal set
by the Central Bank of Paraguay.

Source: MF Economía with data from the Central Bank of Paraguay.

(7) In January, the price of the urban public transport ticket increased 10% and gasoil increased 10.5%. Later, on June 1, the Government released the prices of fuel, so both naphtha and gasoil
increased, as well as gas. In October, the ticket increased again, but the impact was not as significant as it dropped again in November.
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As for Letters of Monetary Regulation, on
December 20, the balance of them was
PYG 9.2 trillion, which is PYG 1.5 trillion
less than at the end of December 2017.

THE REPORT
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balance of net credits of the financial system (banks and financial institutions) reached
PYG 89.6 trillion (around US$ 15.4 million). With this, the interannual growth in nominal
values is of 15.3% and in real terms, of 11.7%.
Loans and defaulting

Analyzing the demand for money, as
of November, the balance of M1 (bills
and coins in circulation, plus demand
deposits) was PYG 27.3 trillion, which
equals to a drop by 0.3% in real terms
as to the same month in 2017. The drop
of monetary aggregates is also due to
interventions made by the Central Bank
to contain the exchange rate, and it also
implies a smaller number of transactions
in the economy.

FINANCIAL
As of the end of 2018, deposits in the
financial system were of PYG 93.9
trillion (around US$ 15,929 million),
which exceeds by 6.4% the value of the
previous year in nominal terms, and 3.1%
in real terms. On the other hand, the
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Source: MF Economía with data from the Central Bank of Paraguay.
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In 2018, the average defaulting of
the financial system was very stable,
being around 2.9%, slightly lower than
in the previous year. As of the end of
December, banks recorded defaulting
levels of 2.4% and financial institutions,
of 4.7%, without participation of the
Livestock Fund. If we add the state
participation, defaulting is at 4.9%.
On the other hand, the interventions of
the Central Bank of Paraguay withdrew
liquidity from the market, placing its
levels around the average. The ratio of
the bank system showed a downward
trend this year. The ratio between Cash
and cash equivalents and Deposits
ended November at 38.6%, which is
43.2% lower than the one recorded
in December 2017. As for profitability
ratios, they end November at values
close to those at the end of 2017. The
ratio between Profit and Assets (ROA)
was 2.3% and Profit and Shareholders’
Equity (ROE), 23.4%.

(7) In January, the price of the urban public transport ticket increased 10% and gasoil increased 10.5%. Later, on June 1, the Government released the prices of fuel, so both naphtha and gasoil
increased, as well as gas. In October, the ticket increased again, but the impact was not as significant as it dropped again in November.
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CONCLUSIONS

The lending interest rate in local currency, as of the end of December, had a weighted
average of 15.2%, which is lower than the 15.4% of the previous year8. Meanwhile,
the borrowing interest rate had a weighted average of 4.5%, close to the 4.4% of the
previous year. As for foreign currency, lending rates in December averaged 7.7%, a figure
which is higher than the 7.2% in December 2017. Meanwhile, the borrowing rates went
from 2.3% to 2.5%9.

AND OUTLOOK
In 2018, the fewer number of foreigners entering due to the depreciation of the real
and the Argentine peso affected the sales of businesses.
Both the situations of Argentina and Brazil will lead these countries to have moderate
growth in 2019. Therefore, the demand of them for Paraguayan products will also be
affected.
In the case of Brazil, with a very weak demand, the exchange rate is the central
variable that will affect our economy.
The industry related to the Brazilian industrial chain, such as carmakers, border
trade, wheat, corn and rice may be affected by the situation of the real with
respect to the dollar.
In addition, Brazil will also compete in prices with Paraguayan products in
markets of destination, as it already occurred this year with beef in Chile.
Something similar happens in Argentina, the return of smuggling is having a
negative effect in local businesses that work with products entering legally.
However, it could be expected that this will stop in 2019 as inflation levels will
exceed those of the depreciation of the peso.

Evolution of the weighted average of interest rates
National Currency

Source: MF Economía with data from the Central Bank of Paraguay.
(8 and 9) https://www.bcp.gov.py/indicadores-financieros-mensual-i363
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As for the exchange rate:
In Brazil, inflation may not be a problem, so the Central Bank may maintain its
exchange rate of reference in the current levels for a considerable time. An exchange
rate at around 3.9 R$/US$ and more stability in the exchange rate could be expected,
contrary to Argentina.
In Argentina, for the coming months of 2019, an exchange rate between 30 and
40 pesos per dollar could be expected, but it is estimated that it will close at 50 AR$/
US$, with a range of exchange rate being adjusted with a first review in June 2019.
Locally, the soybean was once again the main item for agriculture. The levels of the
2016/17 campaign were not reached, but very good results were obtained.
The situation is changing as to existing prices worldwide. The reference has
always been the Chicago market, but in recent months, the price has been
plummeting. The premium of the soybean will surely be the value to be adjusted in a
given moment.
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Although it had a complicated start to the year, a small growth of the livestock sector
can be expected in 2018 considering the outlook for exports.
An increase in the number of weaning units is required for the sustainability of
the growth of the sector.
In 2019, the GDP would drop again at a similar or lower rate than this year.
Local and international factors are the basis for a slightly upward trend in the exchange
rate for 2019.

INDICATOR
Growth of GDP
Inflation rate
Exchange rate at the closure (PYG/US$)

2016
4.3%
3.9%
5,768

2017
5.0%
4.5%
5,542

2018 PROJ.*

2019
PROJ.*

3.9%
4.0% + 1
4.0%
4.3% + 1
5,960 6,083 + 200

The projected data is based on a model of macro-economic estimation of MF Economía. Projections are made based on a base scenario that involves the absence of supply and/or demand
shocks or structural reforms within economies.

For the 2018/19 campaign, the sowing of soybean started very soon.
The excess of rains made it necessary to re-sow.
The lack of rain in certain areas is starting to affect crops.
After the harvest is completed, producers would bet again on soybean per harvest,
especially if weather conditions improve.
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4.2.

Main Financial Indicators
AS OF DECEMBER 31 OF

2014

Exchange Rate (PYG per USD)
Balance (in millions of guaranies)
Placements in the Agricultural Sector
Placements in the Livestock Sector
Placements in the Consumption Sector
Total Loans
Financial Investments
Total Assets
Total Deposits
Paid-in Capital
Shareholders’ Equity
Income Statement (in millions of guaranies)
Financial Margin
Net Commissions
Administrative Expenses
Net Income
Profitability and Efficiency (in %)
Return on Equity (ROE)
Return on Assets (ROA)
Efficiency (costs/income)
Capital Management (in %)
Tier I
Tier II
Quality of Portfolio
Allowances (in millions of guaranies)
Defaulting ˃60 days (%)
Coverage of Allowances on Past-due Portfolio (%)
Liquidity Management
Funds of coverage of liquidity (in millions of guaranies)
Credits on deposits (%)
Structure and alternative channels
Number of Branches (1)
ATMs
Clients (2)
Number of Employees
Facebook subscriptions
Twitter subscriptions
Instagram subscriptions
Regional Web/Regional Mobile subscriptions (3)
Number of credit cards (plastics)
Market Share (in %)
Placements in the Agricultural Sector
Placements in the Livestock Sector
Placements in the Consumption Sector
Loan Portfolio
Assets
Deposits
Paid-in Capital
Shareholders’ Equity

2017

2018

% 18/17

4,629

5.807

5,767

5,590

5,961

3,802,082
771,945
520,581
9,707,664
1,722,822
13,712,004
9,434,375
687,456
1,090,253

4,750,054
855,402
607,125
11,787,765
1,972,282
15,306,558
10,319,800
784,946
1,259,462

4,625,106
885,129
1,091,348
10,922,572
847,856
15,033,346
10,106,231
908.029
1,455,724

4,550,464
995,205
1,007,946
11,212,125
767,476
14,631,624
9,352,481
1,001,408
1,572,702

4,787,187
1,457,727
1,042,225
12,854,962
899,417
17,442,398
10,853,035
1,087,788
1,637,058

5.20%
46.48%
3.40%
14.65%
17.19%
19.21%
16.04%
8.63%
4.09%

486,533
101,683
363,128
134,656

651,214
108,324
369,571
211,454

702,163
113,535
389,798
236,020

629,391
112,313
397,021
193,701

595,905
119,180
409,754
138,092

-5.32%
6.11%
3.21%
-28.71%

15.01%
1.05%
59.80%

21.93%
1.50%
47.64%

21.24%
1.72%
46.31%

15.37%
1.45%
51.53%

10.32%
0.89%
55.81%

-

12.82%
13.69%

11.00%
13.19%

13.82%
17.32%

14.63%
17.70%

13.64%
15.99%

-

93.782
2.20%
100.01%

177,110
2.36%
122.35%

197,145
2.18%
117.16%

193,354
2.17%
120.73%

173,592
1.47%
146.01%

-10.22%
-

2,078,136

2,102,487

2,577,007

2,074,770

2,921,577

40.81%

102.90%

114.22%

108.08%

119.88%

118.45%

-

38
96
80,726
689
12,123
893
25,283

38
97
104,472
680
19,950
1,458
834
19,524
32,896

38
91
102,693
692
66,713
7,556
2,606
21,845
38,660

38
89
103,515
649
83,330
9,727
3,040
27,744
38,985

38
83
99,900
653
96,855
9,685
3,810
29,499
41,151

-6.74%
-3.49%
0.62%
16.23%
-0.43%
25.33%
6.33%
5.56%

25.58%
11.91%
5.75%
17.02%
15.34%
14.82%
17.13%
11.31%

25.36%
11.16%
5.94%
16.69%
14.43%
13.99%
16.23%
11.42%

26.36%
10.75%
8.01%
15.46%
13.75%
12.83%
16.92%
11.99%

25.96%
12.40%
7.23%
15.28%
12.55%
11.08%
17.36%
11.80%

24.30%
15.97%
6.75%
15.21%
13.69%
12.12%
16.74%
11.07%

-

(A)

(B)

(C)

(D)

(E)

(F)

(G)

(H)

(1) The total includes administrative offices.
(2) It includes clients with passive accounts.
(3) Regional Web: Homebanking; Regional Mobile: App for smartphones and phone banking.
															
(A) The purpose of this group is to present in a summarized manner the evolution of the main items of the consolidated balance sheet, emphasizing the portfolios.
(B) In this group, the main accounts that impact on the income of the Institution are presented.
(C) The purpose of these ratios is to show profitability and efficiency of recent years.
(D) These rations show the solvency and correct use of capital of the bank in recent years.
(E) This group shows the main indicators related to the risk management of the credit portfolio.
(F) The purpose of this group is to show the evolution of liquidity in recent years.
(G) This group shows the evolution of the Bank as to its structure and the increase of subscribers to alternative customer service channels.
(H) The purpose of this section is to show the share of Banco Regional in the banking system.
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ASSE TS

F I NA NCI A L I NV E STME NTS

As of the end of 2018, the assets of Banco Regional added up to PYG 17,442,398
million, which represents an increase of +19.21% compared to the end of 2017. This
figure puts Banco Regional in the third place of the banking system with a market
share of 13.69%.

The portfolio of Financial investments of Banco Regional is comprised by fixedincome instruments in guaranies and dollars. This portfolio is mainly formed by
bonds issued by the Ministry of Finance, letters of monetary regulation issued
by the Central Bank of Paraguay and private bonds with low risk issued locally.

Evolution of Total Assets
In millions of PYG
2018

17,442,398

2017

14,631,624

2016

15,033,346

2015

FINANCIAL INVESTMENTS AS OF DECEMBER 31, 2018
In millions of Guaranies
Securities
Letters of Monetary Regulation

In thousands of Dollars
23,849
Securities
624,243
Private Bonds

Treasury Bonds
Private Bonds
Total

88,913
79,500
816,505

Time Deposit

10,000

Total

13,910

15,306,558
Inversiones Financieras consolidadas en mm. Gs:

2014

3,490
420

13,712,004
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Loan Portfolio per Economic Activity
In millions of PYG

Agribusiness
Animal farming
Industry
Commerce
Services
Consumption
Other Sectors

12,854,962

2017

11,212,125

2016

10,922,572

2015

11,787,765

2014

PROJECTING
DEVELOPMENT

Loans for the agricultural and livestock sectors represent 48.58% of the total of
the portfolio of the Bank and stand at the first and second place in the banking
system with market shares of 24.30% and 15.97%, respectively.

The consolidated loan portfolio in local currency had a year-to-year growth of
+14.65% ending 2018 at PYG 12,854,962 million, a figure that represents a market
share of 15.21% and puts the Bank in second place in the banking system.

2018
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9,707,664

Banco Regional aims strongly at the main productive sectors: agricultural,
livestock, industrial and commercial; maintaining a firm commitment to support
the growth of the economy of the country.

Observation: Agribusiness includes: agricultural harvests and agribusiness; Industry
includes: manufacturing industry and construction; Commerce includes: wholesale and
retail commerce; Consumption includes: consumption, housing and personal services;
Other sectors include: sale, maintenance and repair of vehicles, financial intermediation
and other economic sectors.
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DE FAULTI NG >6 0 DAYS A ND COV E R AGE O F A LLOWANC E S
O N PAST- DUE P O RTFO L I O

Loans in guaranies had a better performance, with a year-to-year growth of
+18.17%, while the loans in dollars portfolio had a performance of +5.79%. However,
the portfolio in dollars is still with a bigger proportion, with 64.39% of the total.

In 2018, there have been successful follow-up and control dealings that
managed to reduce the defaulting ratio to 1.47% as of December 31, significantly
improving compared to the 2.17% at the end of the previous year.

Loan Portfolio per Currency
December – 2018

In addition, we continued with the policy to maintain high levels of coverage of
allowance on past-due portfolio through the establishment of allowances and an
adequate risk management. The coverage indicator provided a ratio of 146.01%
as of the end of the year, way above the average of the banking system, which
closed at 126.71%.

PYG
35.61%

2.36%
2.20%
USD
64.39%

100.01%

2014

122.35%

2015
Defaulting>60

80

2.18%

2.17%

117.16%

120.73%

2016

2017

146.01%

1.47%

Coverage of Allowances

2018

TABLE OF
CONTENTS

2018 REPORT – ECONOMIC GROUP

THE REPORT

D EP OSITS

Evolution of the Deposits portfolio
In millions of PYG

10,853,035
9,352,481
10,106,231

2015
2014

CORPORATE
GOVERNANCE

INSPIRED BY
ITS ESSENCE

ECONOMY
AND FINANCE

Deposits increased driven by the growth of demand accounts of +21.93%,
while term deposits grew by +10.13%. Therefore, the composition of
demand/term deposits as of the end of December 2018 was of 52.42%
and 47.58%, respectively.

2018

2016

PROJECTING
DEVELOPMENT

Deposits in dollars had an important growth of +22.07%, while the
portfolio in guaranies had a growth of +13.16%. Likewise, deposits in
dollars represent the bigger proportion of the portfolio with 57.30% of
the total.

The consolidated deposits portfolio in local currency has evolved positively in 2018,
getting a year-to-year growth of +16.04% with a market share of 12.12% that puts
Banco Regional in third place in the banking system.

2017

LETTER FROM
THE PRESIDENT

Deposits Portfolio
per Currency
December 2018

Deposits Portfolio
per Term
December 2018

PYG
42.70%

Term
47.58%

10,319,800
9,434,375

USD
57.30%

81

Demand
52.42%
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SH ARE HO L DE R S’ EQU IT Y

NE T I NCO ME

The shareholders’ equity of the Bank as the end of 2018 adds up to PYG 1,637,058
million, a figure which puts it in fourth place in the banking sector with a market
share of 11.07%.

As of the end of 2018, the net income added up to PYG 138,092 million,
reflecting a decrease compared to the previous year. This contraction is
mainly explained by: (i) non-recurring administrative expenses arising from,
among other things, the opening and reform of branches, (ii) lower income
due to a reduction of the spread in the focused segment of the bank, (iii)
lower income due to operations with financial instruments as a consequence
of lower liquidity and unfavorable changes in interest rates.

Banco Regional has closed the year with a strong capital position, reflected in the
solvency indexes of Tier I and Tier II of 13.64% and 15.99%, respectively, proving
the financial strength of the Institution to face existing debts or an eventual
unfavorable macroeconomic scenario.

Evolution of Net Income
In millions of PYG

Evolution of Shareholders’ Equity
In millions of PYG

2018

2018

1,637,058

2017

2017

1,572,702
1,455,724

2016
2015

236,020

2015

1,090,253

Paid-In Capital

193,701

2016

1,259,462

2014

138,092

2014

Reserves
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211,454
134,656
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4.3.

Financial Statement
BAL ANC E SHE E T AS OF D EC EM B ER 31 , 2 01 8
Presented for comparative purposes whit the financial statements of prior year. (Amounts expressed in Paraguayan guaraníes)

ASSETS

DECEMBER 31, 2018

DECEMBER 31, 2017

c.7

3,543,036,078,699
396,538,388,132
2,116,177,497,296
955,261,688,501
73,305,843,405
1,814,638,453
(61,977,088)

2,391,120,825,692
394,930,109,406
1,712,720,403,434
132,866,429,176
149,553,628,418
1,272,999,729
(222,744,471)

GOVERNMENT AND PRIVATE SECURITIES

c.4

730,091,370,537

728,974,625,667

PERFORMING LOANS - FINANCIAL SECTOR
Other financial institutions
Financial Derivative
Accrued interests
Allowances

c.6.1

380,129,083,013
371,033,077,242
1,736,250,000
7,359,755,771
-

510,819,645,872
484,830,362,458
15,711,408,830
10,337,791,670
(59,917,086)

PERFORMING LOANS - NONFINANCIAL SECTOR
Loans to private sector
Receivables from deferred letters of credit
Financial Derivative
Loans to government sector
Valuation earnings not accrued
Accrued interests
Allowances

c.6.2

12,123,723,513,921
11,879,271,251,229
227,110,436,444
8,158,869,744
18,568,473,695
(9,176,270,226)
194,701,830,227
(194,911,077,192)

10,471,996,506,772
10,272,875,657,920
151,039,186,814
14,558,048,816
19,416,086,539
(878,680,247)
169,867,942,560
(154,881,735,630)

OTHER RECEIVABLES

c.6.4

199,973,132,623

98,985,739,354

NONPERFORMING LOANS FINANCIAL
Loans to nonfinancial sector
Valuation earnings not accrued
Accrued interests
Allowances

c.6.3

104,412,793,811
183,879,579,370
(3,457,490,186)
5,289,868,849
(81,299,164,222)

102,181,228,675
233,951,351,589
(2,260,883,653)
9,698,059,513
(139,207,298,774)
215,274,282,599
48,450,888,678
177,964,191,124
3,633,806
752,111,488
(11,896,542,497)

Cash and Banks
Cash
Central Bank of Paraguay
Other financial institutions
Checks and other documents to be cleared
Accrued interests
Allowances

NOTES

c.3

c.18
c.7

c.18

c.7

c.7

INVESTMENTS
Private securities
Assets acquired in credit recovery
Other investments
Incomes from investments in the private sector
Allowances

c.8
c.8
c.8

c.7

227,532,565,052
97,596,315,885
141,848,948,920
3,874,352
1,057,833,408
(12,974,407,513)

PROPERTY, PLANT AND EQUIPMENT

c.9

125,204,756,353

107,769,540,807

DEFERRED CHARGES

c.10

8,294,768,929

4,501,808,420

17,442,398,062,938

14,631,624,203,858

TOTAL ASSETS

Attached notes from A to G, are part of the financial statements herein.
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Presented for comparative purposes whit the financial statements of prior year. (Amounts expressed in Paraguayan guaraníes)

LIABILITIES

NOTES

DECEMBER 31, 2018

DECEMBER 31, 2017

5,422,934,599,060

3,955,743,563,580

12,600,412,283
720,464,114,962
221,413,948,069
2,572,769,163,937
16,672,969,529
1,788,162,000,000
1,790,614,820
89,061,375,460

11,514,290,649
537,844,491,532
148,673,815,800
1,481,196,009,946
7,857,729,470
1,677,141,000,000
15,770,488,889
75,745,737,294

10,266,569,756,747

8,969,881,154,314

8,682,631,857,880
1,359,794,825,782
40,293,972,551
111,044,860,200
8,157,455,229
64,646,785,105

7,763,237,246,104
976,098,863,261
50,197,212,670
106,543,177,260
14,632,615,446
59,172,039,573

93.146.304.928
12,499,635,827
39,807,010
900,014,545
2,025,712,427
65,082,486,531
6,580,980,793
6,017,667,795

109.686.086.751
13,498,791,956
566,085,385
520,684,140
40,707,021,022
47,471,371,244
4,613,341,427
2,308,791,577

22,689,707,958

23,611,660,534

15,805,340,368,693

13,058,922,465,179

DECEMBER 31, 2018

DECEMBER 31, 2017

b.5; c.12.f

1,087,787,800,000
16,445,060,000
42,471,033,945
352,261,386,030
138,092,414,270

1,001,408,000,000
16,445,060,000
39,187,594,342
309,881,501,648
12,078,865,133
193,700,717,556

D

1,637,057,694,245

1,572,701,738,679

17,442,398,062,938

14,631,624,203,858

DECEMBER 31, 2018

DECEMBER 31, 2017

1,091,576,527,557
17,098,405,560,526

925,229,125,550
13,924,307,216,031

FINANCIAL LIABILITIES
FINANCIAL SECTOR
Central Bank of Paraguay
Deposits from other banks
Correspondents - deferred letters of credit
Loans from financial institutions
ATM outstanding operations
Bonds issued abroad
Financial Derivative
Accrued interests

c.14, c.15.2b)

FINANCIAL LIABILITIES
NONFINANCIAL SECTOR
Deposits - Private Sector
Deposits - Public Sector
Other obligations
Debentures and bonds issued outstanding
Financial Derivative
Accrued interests

c.14, c.15.2b)

OTHER LIABILITIES
Taxes payables
Social security payables
Dividends payable
Accounts payable
Cashier’s check issued
Other liabilities
Uncollected Perceived Income

c.15.1

c.11.b)
c.18

c.15.1
c.15.1
c.11.a)
c.18

c.17

ACCRUALS
TOTAL LIABILITIES

EQUITY
Capital
Non-Capitalized Contributions
Revaluation reserve
Legal reserve
Accumulated results
Profit for the year
TOTAL EQUITY

NOTES

TOTAL LIABILITIES AND EQUITY

CONTINGENCY AND MEMORANDUM ACCOUNTS
TOTAL CONTINGENCIES ACCOUNTS
TOTAL MEMORANDUM ACCOUNTS

E
E

Attached notes from A to G, are part of the financial statements herein.
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STATE M E NT OF INC OM E FOR T H E Y EAR EN D ED D EC E MBE R 31 , 201 8
Presented for comparative purposes whit the financial statements of prior year. (Amounts expressed in Paraguayan guaraníes)

NOTES

DECEMBER 31, 2018

DECEMBER 31, 2017

f.2

1,144,355,082,149
88,620,386,967
1,026,602,674,607
12,666,543,545
16,465,477,030
-

1,183,900,273,315
116,167,977,775
1,033,616,890,237
13,818,096,712
16,949,799,783
3,347,508,808

f.2

(553,139,779,018)
(99,652,127,900)
(448,798,188,654)
(4,689,462,464)

(551,161,955,197)
(87,193,383,095)
(463,968,572,102)
-

591,215,303,131

632,738,318,118

(173,591,663,439)
(645,774,664,777)
472,183,001,338

(193,353,618,315)
(693,484,484,024)
500,130,865,709

FINANCIAL PROFIT AFTER ALLOWANCES

417,623,639,692

439,384,699,803

NET INCOME FROM SERVICES
Income from services
Expenses from services

119,180,297,677
158,087,701,769
(38,907,404,092)

112,312,699,598
139,116,435,451
(26,803,735,853)

GROSS PROFIT

536,803,937,369

551,697,399,401

43,560,762,336
23,903,062,255
19,657,700,081
-

30,958,430,140
26,509,418,577
2,331
2,060,278,132
2,388,731,100

(429,558,044,904)
(199,984,920,693)
(146,816,305,164)
(16,442,893,821)
(1,566,888,769)
(58,304,624,422)
(6,442,412,035)

(402,578,038,808)
(216,044,945,820)
(141,297,917,406)
(13,773,823,935)
(2,454,273,129)
(29,007,078,518)
-

150,806,654,801

180,077,790,733

(2,434,100,962)
3,986,392,870
(6,420,493,832)

27,977,839,957
45,265,785,835
(17,287,945,878)

6,303,958,828
11,027,570,293
(4,723,611,465)

3,843,791,219
5,336,576,437
(1,492,785,218)

154,676,512,667

211,899,421,909

(16,584,098,397)

(18,198,704,353)

138,092,414,270

193,700,717,556

FINANCIAL INCOME
From performing loans - Financial sector
From performing loans - Nonfinancial sector
From nonperforming loans
From listed price differences of government securities
From valuation of financial assets and liabilities in foreign currency
FINANCIAL EXPENSES
From financial liabilities - Financial sector
From financial liabilities - Nonfinancial sector
From valuation of financial assets and liabilities in foreign currency
FINANCIAL INCOME BEFORE ALLOWANCES
ALLOWANCES
Additions
Reversals

OTHER OPERATING INCOME
Gain for exchange and arbitrage operations
Gain from other receivables
Other income
Valuation of other assets and liabilities in foreign currency - Net
OTHER OPERATING EXPENSES
Salaries and social securities
General Expenses
Depreciation of property, plant and equipment
Amortization of deferred charges
Others
By valuation of other liabilities and assets in foreign currency - Net

c.7
c.7

f.2

c.9

f.2

NET OPERATING PROFIT
EXTRAORDINARY GAINS AND LOSSES
Gains
Losses
PRIOR YEAR ADJUSTMENTS
Gains
Losses

d.3

PROFIT FOR THE YEAR BEFORE INCOME TAX
Income Tax

f.4

NET PROFIT FOR THE YEAR

Attached notes from A to G, are part of the financial statements herein.
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STAT EMENT O F C HANG E S IN EQU IT Y FOR T H E Y EAR EN DE D DECE MBE R 31 , 201 8
Presented for comparative purposes whit the financial statements of prior year. (Amounts expressed in Paraguayan guaraníes)

CONCEPT

Balance as of December 31, 2016
plus (minus):
Transfer of prior year results
Capitalization of earnings (1)
Constitution of legal reserve (1)
Cash dividends preferred shares
Cash dividends - common shares
(1)
Revaluation of property,
plant and equipment (1)
Profit for the year
Balance as of December 31, 2017
plus (minus):
Transfer of prior year results
Capitalization of earnings (2)
Constitution of legal reserve (2)
Cash dividends preferred shares (2)
Cash dividends common shares (2)
Revaluation of property,
plant and equipment
Profit for the year
Balance as of December 31, 2018

CAPITAL
SHARES OF
SHARES OF
PREFERRED
COMMON STOCK
STOCK

NON-CAPITALIZED REVALUATION
CONTRIBUTIONS
RESERVE

658,028,700,000 250,000,000,000

LEGAL
RESERVE

RETAINED
EARNINGS

17,339,360,000 36,273,953,795 258,061,562,370

-

-

-

-

-

92,485,000,000
-

-

-

-

51,819,939,278

-

-

-

894,300,000

-

-

PROFIT (LOSS)
FOR THE YEAR
-

TOTAL

236,020,178,443

1,455,723,754,608

236,020,178,443 (236,020,178,443)

-

(92,485,000,000)
(51,819,939,278)

-

-

-

- (40,000,000,000)

-

(40,000,000,000)

(894,300,000)

-

-

(39,636,374,032)

-

(39,636,374,032)

-

-

2,913,640,547

-

-

-

2,913,640,547

-

-

-

-

-

193,700,717,556

193,700,717,556

16,445,060,000 39,187,594,342 309,881,501,648

12,078,865,133

193,700,717,556

1,572,701,738,679

751,408,000,000 250,000,000,000

-

-

-

-

-

193,700,717,556

(193,700,717,556)

-

86,379,800,000
-

-

-

-

42,379,884,382

(86,379,800,000)
(42,379,884,382)

-

-

-

-

-

-

- (40,000,000,000)

-

(40,000,000,000)

-

-

-

-

-

(37,019,898,307)

-

(37,019,898,307)

-

-

-

3,283,439,603

-

-

-

3,283,439,603

-

-

-

-

-

-

138,092,414,270

138,092,414,270

16,445,060,000 42,471,033,945 352,261,386,030

-

138,092,414,270

1,637,057,694,245

837,787,800,000 250,000,000,000

Attached notes from A to G, are part of the financial statements herein.
(1) Approved by the General Shareholders’ Meeting held on April 28, 2017.
(2) Approved by the General Shareholders’ Meeting held on March 16, 2018.
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CASH FLOWS FO R THE Y EAR EN D ED D EC EM B ER 31 , 201 8
Presented for comparative purposes whit the financial statements of prior year. (Amounts expressed in Paraguayan guaraníes)

NOTES

DECEMBER 31, 2018

DECEMBER 31, 2017

138,092,414,270

193,700,717,556

16,442,893,821
1,566,888,769
645,774,664,777
16,584,098,397
153,708,160,565
93,785,024
834,170,491,353

13,773,823,935
2,454,273,129
693,484,484,024
18,198,704,353
134,917,776,867
12,689,791,925
875,518,854,233

112,586,477,627
(4,478,813,790)
(472,183,001,338)
(227,401,427,873)
(591,476,765,374)

(47,273,007,483)
(3,904,918,296)
(500,130,865,709)
(214,518,489,805)
(765,827,281,293)

Net (decrease) of loans
Net (decrease) in other receivables
Net increase / (decrease) in financial liabilities
Net (decrease) / increase in other liabilities
Net (decrease) in accruals
Income tax paid

(984,808,101,254)
(72,303,372,773)
2,035,437,864,437
(24,958,440,854)
(20,108,728,784)
(20,457,447,355)
912,801,773,417

(593,686,741,601)
(15,459,672,991)
(331,334,476,575)
69,977,558,047
(25,693,655,659)
(3,597,629,634)
(899,794,618,413)

Net cash flow (used in) generated by operating activities

1,293,587,913,666

(596,402,327,917)

CASH FLOWS FROM INVESTING ACTIVITIES
Net increase decrease in government securities
Net (decrease) / increase in investments
Acquisition of property, plant and equipment
Net (decrease) / increase of deferred charges
Net cash flow generated by (used in) investing activities

15,823,278,154
(44,068,547,920)
(30,688,454,788)
(5,359,849,278)
(64,293,573,832)

241,739,514,778
119,855,316,961
(64,198,538,596)
244,090,631
297,640,383,774

CASH FLOWS FROM FINANCING ACTIVITIES
Payment of dividends

(77,379,086,827)

(79,636,374,032)

Net cash flows used in financing activities

(77,379,086,827)

(79,636,374,032)

Net increase / (decrease) increase in cash

1,151,915,253,007

(378,398,318,175)

2,391,120.825,692
3,543,036,078.699

2,769,519,143,867
2,391,120,825,692

CASH FLOWS FROM OPERATING ACTIVITIES
PROFIT FOR THE YEAR
PLUS EXPENSES NOT INVOLVING USE OF CASH
Depreciation of property, plant and equipment
Amortization of deferred charges
Increase in allowances
Accrual for income taxes
Accrued interests unpaid
Net value of disposal of property, plant and equipment
LESS INCOME NOT INVOLVING CASH INFLOW
Effect of the valuation of accounts in foreign currency
Bancard dividend capitalization
Reversal of allowances
Accrued interests not collected

c.7
f.4

c.7

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Attached notes from A to G, are part of the financial statements herein.
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NOTE S TO THE FINA N C IAL STAT EM EN TS FOR T H E Y E A R E NDE D O N DECE MBE R 31 , 201 8
Presented for comparative purposes with prior year’s financial statements (Figures stated in Paraguayan Guarani).

A. CONSIDERATION BY THE SHAREHOLDERS’ MEETING AND PURPOSE OF PREPARATION OF THESE FINANCIAL STATEMENTS
The financial statements of Banco Regional S.A.E.C.A. (hereinafter referred as Banco Regional S.A.E.C.A. or “the Entity” or “the Bank”) at December 31, 2018 will be considered by
the Ordinary General Shareholders’ Meeting to be held in 2019, within the period specified in the Corporate Bylaws and Article 1079 of the Civil Code.
The Ordinary Shareholders’ Meeting held on March 16, 2018 approved the Bank’s financial statements as of December 31, 2017.

B. BASIC INFORMATION ABOUT THE BANK
B.1 LEGAL STATUS
Banco Regional Sociedad Anónima Emisora de Capital Abierto began under the name of Banco Regional S.A. de Inversión y Fomento, authorized by Decree of the Executive Power No.
4321 dated January 8, 1990, and by the Central Bank of Paraguay (hereinafter indistinctly referred as “Central Bank of Paraguay” or “BCP”) through Resolution No. 5, Record No. 11
dated February 13, 1991.
Through Resolution No. 3, Record No. 214, dated December 1, 1998, the Board of Directors of the Central Bank of Paraguay authorized Banco Regional S.A. de Inversión y Fomento to
amend its Bylaws, as decided by Special Shareholders’ Meeting held on April 24, 1998, to change its original name to Banco Regional S.A.
Through Resolution No. 1, Record No. 96, dated November 19, 2008, the Board of Directors of the Central Bank of Paraguay authorized Banco Regional S.A. to amend its Bylaws, as
decided by Special Shareholders’ Meeting held on September 30, 2008, to change its previous business name to Banco Regional S.A.E.C.A. The amendment was recorded on the
Public Registries on November 21, 2008, and with the CNV (Paraguayan securities commission) on December 4, 2008, through CNV Resolution No. 1156/08.
On April 22, 2009, the acquisition of 100% of the shares of Banco ABN AMRO Paraguay S.A. was completed, with the purpose of integrating such bank into Banco Regional SAECA,
by merge. On September 3, 2009, the final merger agreement involving Banco ABN AMRO Paraguay S.A. was performed. On September 4, 2009, the Special Shareholders’ Meeting
of Banco Regional S.A.E.C.A. was held, during which the merger agreement between both banks was officially approved. Through this process, Banco Regional S.A.E.C.A., as the
controlling Entity, assumes all rights and obligations of the acquired entity.
At December 31, 2018 the Bank had 38 branches. (36 branches as of December 31, 2017)
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B.2 BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS.
The financial statements are a free translation into English of those originally prepared in Spanish, expressed in local currency (Paraguayan Guarani or PYG).
The financial statements have been prepared in accordance with accounting standards, risk-based valuation and classification criteria and presentation rules disposed by the Central
Bank of Paraguay, which constitute the legal accounting standards in force in Paraguay for the presentation of the financial statements of financial entities regulated by the Central
Bank of Paraguay.
The accounting model is based on a conventional basis of historical cost; except for property, plant and equipment, which are exposed in their revalued amounts, as explained in
note c.9, and for the treatment assigned to monetary assets and liabilities in foreign currency, as explained in note c.1, which does not recognize the overall effect of inflation on the
patrimonial and financial position of the institution, or the results of its operations. If a full monetary correction of the financial statements had been applied, differences could have
arisen in the presentation of the entity’s financial and patrimonial situation, in the results of its operations and in its cash flows as of December 31, 2018 and 2017.
According to the Consumer Price Index published by the Central Bank of Paraguay, inflation for the year ended on December 31, 2018 and 2017 was 3.2% and 4.5%, respectively.
The preparation of these financial statements requires that the Board of Directors and Management of the Bank make certain estimates and assumptions that affect asset and
liability balances, contingencies disclosure and income and expenses recognition. Assets and liabilities are recognized in the financial statements when it is likely that future
economic benefits will flow to or from the Bank and the different items have a cost or value that can be reliably measured. If in the future these estimates and
assumptions, which are based on Management’s best judgment as of the date of these financial statements, deviate from the current circumstances, the original estimates and
assumptions will be appropriately amended on the date on which those changes occur. The main estimates related to the financial statements refer to the allowances for doubtful
accounts, PP&E depreciations, the amortization of deferred charges and allowances to cover other contingencies and eventual legal litigation initiated against the Entity.
In this context, and given the economic sector to which the bank’s main credit facilities are provided, Management has noticed certain specific cases for which has drawn up actions
and plans that are expected to be completed in the first half of 2019. In line with said plans, Management has established allowances according to the estimated results to be
obtained from each negotiation.

89

TABLE OF
CONTENTS

2018 REPORT – ECONOMIC GROUP

THE REPORT

LETTER FROM
THE PRESIDENT

PROJECTING
DEVELOPMENT

CORPORATE
GOVERNANCE

INSPIRED BY
ITS ESSENCE

ECONOMY
AND FINANCE

B.3 FOREIGN BRANCHES
The Bank has no foreign branches.

B.4 INVESTMENT IN OTHER COMPANIES
Holding of capital stock issued by other companies at December 31, 2018 and 2017 is as follows:

COMPANY NAME
DECEMBER 31, 2018
Bancard S.A. - Paraguay
Regional Casa de Bolsa S.A
VISA INC - USA
SWIFT
TOTAL
DECEMBER 31, 2017
Bancard S.A. - Paraguay
VISA INC - USA
SWIFT
TOTAL

CONDITION

CURRENCY

FACE VALUE

% EQUITY INTEREST

CARRYING VALUE IN PYG

Affiliate
Affiliate
Non-Affiliate
Non-Affiliate

Gs.
Gs.
US$
EUR

9,675,000,000
4,999,000,000
1
19,800

6.67%
99.98%
Minority
Minority

10,482,846,968
4,999,000,000
6,557
111,035,560
15,592,889,085

Affiliate
Non-Affiliate
Non-Affiliate

Gs.
US$
EUR

9,675,000,000
1
19,800

6.67%
Minority
Minority

10,482,846,968
6,150
111,035,560
10,593,888,678

The abovementioned investments are recorded under “Investments in securities issued by the private sector”. See note c.8.
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B.5 CAPITAL STRUCTURE AND SHARES CHARACTERISTICS
The composition of the paid-in capital, by type of share as of December 31, 2018 and 2017, is as follows:
December 31, 2018

COMMON, SUSCRIBED AND PAID IN SHARES
TYPE
NUMBER
Founders Class “A” common shares
Common Class “A” common shares
Multiple Class “B” common shares
Common Class “B” common shares
Preferred shares
TOTAL

VOTES PER SHARE
135,809
5,041,369
90,539
3,110,161
2,500,000
10,877,878

PYG
5
1
5
1
-

13,580,900,000
504,136,900,000
9,053,900,000
311,016,100,000
250,000,000,000
1,087,787,800,000

December 31, 2017

COMMON, SUSCRIBED AND PAID IN SHARES
TYPE
NUMBER
Founders Class “A” common shares
Common Class “A” common shares
Multiple Class “B” common shares
Common Class “B” common shares
Preferred shares
TOTAL

VOTES PER SHARE
135,809
4,507,578
90,539
2,780,154
2,500,000
10,014,080

91

PYG
5
1
5
1
-

13,580,900,000
450,757,800,000
9,053,900,000
278,015,400,000
250,000,000,000
1,001,408,000,000
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The Bank’s shareholding structure is as follows:
As of December 31, 2018

SHAREHOLDERS
Other resident
minority shareholders
Raatz Group
Rabo Development (*)
TOTAL

SHARES PYG

% SHARE

% OF VOTES

COUNTRY

585,164,200,000

53.79%

51.59%

Paraguay

82,553,600,000
420,070,000,000
1,087,787,800,000

7.59%
38.62%
100.00%

10.03%
38.38%
100.00%

Paraguay
Holanda

(*) 100% owned by Coöperatieve Rabobank U.A. from Netherlands.
As of December 31, 2017

SHAREHOLDERS
Other resident
minority shareholders
Raatz Group
Rabo Development (*)
TOTAL

SHARES PYG

% SHARE

% OF VOTES

COUNTRY

539,478,700,000

53.86%

51.43%

Paraguay

74,860,000,000
387,069,300,000
1,001,408,000,000

7.49%
38.65%
100.00%

10,17%
38.40%
100.00%

Paraguay
Holanda

(*) 100% owned by Coöperatieve Rabobank U.A. from Netherlands
As mentioned in note c.12 d), “Monetary correction of capital stock”, the Bank’s current level of paid-in
capital is above the legal minimum required by the Central Bank of Paraguay for this fiscal year.
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B.6 BOARD OF DIRECTORS AND EXECUTIVE OFFICERS
At December 31, 2018, the Bank’s Board of Directors and Executive Officers are as follows:

BOARD OF DIRECTORS

EXECUTIVE OFFICERS

President
Vice-president

Raúl Vera Bogado
Cornelis J. Beijer

Directors

Alfredo Ricardo Raatz
Petrus van Jaarsveld
Wolfgang Brönstrup

Alternate directors

Irene Memmel de Matiauda
Erik Heyl
Francisco Yanagida
Adrian Lorenzutti
Mirian Raatz de Soley

Syndic
Alternate Syndic

Roland Wolff
Lourdes Mûller

General Manager
Corporate Banking Acting Manager
Finance Manager
Internal Audit Manager
Compliance Manager
Corporate Risk Manager and Business
Manager Risk Individuals and SMEs
Branch Manager
Private Banking Manager
Treasury Manager
Correspondent and Foreing Trade Manager
Human Resources Manager
Operations Manager
Information Technology Manager
Legal Affairs Manager
Individuals and Small Businesses

Eugenio Oze de Morvil
Walter Duarte Kallus
Oscar Godoy Silvero
Juan Carlos Meza
Antonio Giménez González
Jorge Sienkawiec Szostak
Mats Hernegard Per
Cynthia Sotelo Galeano
Anahi Heisecke Rivarola
Daniel Cibils Farres
María Fernanda Carrón
Katya Spiridonoff Benítez
Diana Lafeld Rieszotka
Georgina Baumgarten Lavand
Marcos Dalla Fontana
Ricardo Nowosad Gines

Administrative Manager
Operational Risk Manager
Regular Notary
General Accountant

Fabio Sitzmann Hein
Erica Werner Schmidt
Leticia Pérez Domínguez
Oscar Godoy Silvero

B.7 ENGLISH TRANSLATION OF STATUTORY FINANCIAL STATEMENTS
These financial statements have been translated into English for the convenience of English-speaking readers. The financial statements are the English translation of those originally
prepared by the Entity in Spanish, expressed in local currency (Paraguayan Guarani) and presented in accordance with accounting rules, regulations and instructions established by
the Central Bank of Paraguay and, in issues not covered by them, with the financial reporting standards in force in Paraguay. The effects of the differences between these standards
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and the accounting principles generally accepted in the countries in which the financial statements are to be used, have not been quantified. Accordingly, the accompanying financial
statements are not intended to present the financial position, results of operations, shareholders’ equity or cash flows in accordance with accounting principles generally accepted in
the countries of users of the financial statements, other than Paraguay.

C. INFORMATION REGARDING MAIN ASSETS AND LIABILITIES
C.1 VALUATION OF FOREIGN CURRENCY
The assets and liabilities stated in foreign currency are valued at the exchange rates as of December 31, 2018 and 2017 respectively, provided by the Foreign Exchange Desk of the
International Transactions Department, at the Central Bank of Paraguay, and do not differ materially from the exchange rates in force on the free foreign exchange market:

CURRENCY

DECEMBER 31, 2018
DECEMBER 31, 2017
(PYG PER FOREING CURRENCY UNIT)

1 US Dollar
1 Euro
1 Yen
1 Real
1 Argentine Peso
1 Pound Sterling
1 Swiss Franc
1 Swedish Krona
1 Chinese Yuan
1 Australian Dollar
1 Canadian Dollar

5,960.54
6,831.97
54.06
1,539.55
157.92
7,560.95
6,085.91
665.97
867.18
4,200.99
4,367.98

5,590.47
6,680.05
49.54
1,692.08
299.36
7,518.62
5,712.14
678.70
855.66
4,358.33
4,437.59

The foreign exchange differences resulting from fluctuations in exchange rates between the date on which a transaction is closed and the date on which it is settled or valued at the
end of each period, are recognized in the Income Statement for the period, with the exceptions indicated in note f.1.
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C.2 POSITION IN FOREIGN CURRENCY
The foreign exchange position at December 31, 2018 and 2017 is as follows:

CONCEPT
Total assets in foreing currency
Total liabilities in foreing currency
Net position in foreing currency

DECEMBER 31, 2018
ARBITRATED AMOUNT
EQUIVALENT AMOUNT TO
TO USD
PYG
1,798,562,579.52
(1,788,752,210.96)
9,810,368.56

10,720,404,197,732
(10,661,929,103,605)
58,475,094,112

DECEMBER 31, 2017
ARBITRATED AMOUNT TO
EQUIVALENT AMOUNT TO
USD
PYG
1,545,992,368.00
(1,539,515,177.00)
6,477,191.00

8,642,823,952,368
(8,606,613,412,359)
36,210,540,009

At December 31, 2018 and December 31, 2017, the foreign currency position did not exceed the limit set by the Bank, through note presented to the Central Bank of Paraguay, on
January 3, 2013, pursuant to Resolution No. 25 Act No. 77 dated December 28, 2011 which establishes the free choice of position range depending on the category established in the
Resolution that financial institutions chose for their net position each year.
Market risk management:Market risk is the risk that changes in market prices, for instance, interest rates, changes in foreign currency, etc., affect the Bank’s equity and/or results
depending on the positions taken on the financial market. The Bank controls market risk by monitoring the limits established in the Market Risk Policies approved by the Assets and
Liabilities Committee and the Board of Directors.

95

2018 REPORT – ECONOMIC GROUP

TABLE OF
CONTENTS

THE REPORT

LETTER FROM
THE PRESIDENT

PROJECTING
DEVELOPMENT

CORPORATE
GOVERNANCE

INSPIRED BY
ITS ESSENCE

ECONOMY
AND FINANCE

C.3 DEPOSITS AT THE CENTRAL BANK OF PARAGUAY
The deposits at the Central Bank of Paraguay at December 31, 2018 and 2017 are as follows:

ITEM

DECEMBER 31, 2018
PYG

Minimum cash requirements in PYG
Minimum cash requirements in USD
Minimum cash requirements in EUR
Special cash requirements in PYG
Special cash requirements in USD
Monetary Transactions Operations
Current accounts in PYG
Current accounts in USD
Current accounts EUR
TOTAL
See additionally paragraph a), of note c.12.

DECEMBER 31, 2017
PYG
416,455,223,978
843,782,373,745
8,146,047,507
94,539,342
2,351,552,241
424,820,000,000
824,883
417,782,593,714
2,744,341,886
2,116,177,497,296

411,297,381,697
802,687,162,481
6,205,209,000
67,792,078
336,798,000,000
127,212
150,342,557,909
5,322,173,057
1,712,720,403,434

C.4 GOVERNMENT AND PRIVATE SECURITIES
The government and private securities acquired by Banco Regional S.A.E.C.A. involve Paraguayan Treasury Bonds and Monetary Policy Instruments. As of December 31, 2018
and 2017, the Paraguayan Treasury Bonds are valuated at face value plus accrued income, and the Monetary Policy Instruments as of December 31, 2018 and 2017 are valuated
at face value plus total incomes minus incomes to be accrued.
As of December 31, 2018

GOVERNMENT AND PRIVATE SECURITIES
Paraguayan Treasury Bonds (a)
Monetary Policy instruments
Accrued interest
TOTAL

ISSUANCE
CURRENCY

AMOUNT IN
ISSUANCE CURRENCY
PYG
PYG

90,677,794,521
649,900,000,000
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AMOUNT IN PARAGUAYAN GUARANIES
FACE VALUE
90,677,794,521
649,900,000,000
740,577,794,521

BOOK VALUE
88,913,479,107
624,242,541,165
16,935,350,265
730,091,370,537
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As of December 31, 2017

GOVERNMENT AND PRIVATE SECURITIES
Paraguayan Treasury Bonds (a)
Monetary Policy instruments
Accrued interest
TOTAL

ISSUANCE
CURRENCY

AMOUNT IN
ISSUANCE CURRENCY
PYG
PYG

80,442,744,521
663,800,000,000

AMOUNT IN PARAGUAYAN GUARANIES
FACE VALUE
BOOK VALUE
80,442,744,521
663,800,000,000
744,242,744,521

70,398,611,695
639,563,033,951
19,012,980,021
728,974,625,667

(a) As of December 31, 2018 and 2017, the Bank has granted Monetary Regulation Letters for a total of PYG 49,900,000,000 and PYG 13,915,712,906, respectively, as guarantees
required by the Central Bank of Paraguay, under general regulations of the Paraguayan payment system SIPAP. (See note c.12.b).

C.5 ASSETS AND LIABILITIES WITH ADJUSTMENT CLAUSES
Except for the loans obtained (liabilities) from the Financial Agency for Development (in Spanish“Agencia Financiera de Desarrollo” or “AFD”), as well as the loans granted (assets)
with funds obtained from AFD and certain loans granted using the Bank’s own funds which involve contractual clauses for potential adjustments to the annual interest rates at December 31, 2018 and 2017, there were no other assets or liabilities with adjustment clauses.
C.6 LOAN PORTFOLIO
Credit risk management:
Credit risk is controlled by the Bank’s Board of Directors and Management, mainly through evaluation and analysis of individual transactions, taking into consideration certain aspects,
which are clearlydefined in the Bank’s credit policies, such as: proven ability to pay and indebtedness of the debtor, credit concentration of economic groups, individual credit-granting
limits, evaluation of economic sectors, preferred securities and the working capital requirement, in accordance to the market risks.
Criteria for classification and valuation:
The loan portfolio has been stated at face value plus accrued interest at year end, net of allowances, which were calculated in accordance to the allowances set forth by the Central
Bank of Paraguay Board of Directors’ Resolution No. 1, Act No. 60 dated September 28, 2007, and its subsequent amendments; for which:
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a) Debtors have been classified into the following groups: i) Large debtors; ii) Medium and small debtors; iii) Individual consumer debtors or housing loans and iv) Microcredits;
b) Debtors have been classified into 6 risk categories, based on the number of days past due and/or the evaluation and qualification of the payment capacity of a debtor or
group of related debtors, with respect to all of their obligations. A rule amending Resolution No. 1/2007 requires Category 1 to disintegrate into three sub-categories for the
purpose of allowance calculation (1, 1.a y 1.b);
c) Accrued interest on performing loans ranked on category “1” and category “2” according to subjective analysis, have been fully recognized as revenue. Accrued interest
receivable at the reporting date on nonperforming loans and/or performing loans ranked on category “2” and higher, which have been recognized as revenue until its entry into
arrears, have allowances that cover the total amount;
d) The accrual of interest and the recognition of gains from valuation of nonperforming loans and performing loans classified in risk categories “2” or higher are suspended as
of its entry into arrears, and are recognized as revenue when collected, as mentioned in note f.1;
e) Installment loans are considered nonperforming after 61 days of default on any of their installments, and fixed term loans or single maturity loans, on the day after maturity;
f) Specific allowances have been set, which are required to cover potential losses that may arise if the portfolio is not recovered, according to the criteria and parameters
established by the Board of Directors of the Central Bank of Paraguay in Resolution No. 1, Act No. 60 dated September 28, 2007, considering its amendments and supplemental
documents;
g) Generic allowances have been set over the loan portfolio according to the criteria and parameters established by Resolution of the Board of Directors of the Central Bank of
Paraguay No. 1, Act No. 60 dated September 28, 2007; and
h) Uncollectable loans that are written off, under the conditions established in BCP’s applicable regulation, are recorded and reported in memorandum accounts.
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c.6.1 Performing loans to the financial sector
According to the valuation standards for credit risks and assets, set forth by the Superintendency of Banks of the Central Bank of Paraguay, the Bank’s performing loan portfolio for
the financial sector is classified by risk as follows:
As of December 31, 2018

RISK
CATERGORY
1
TOTAL

BOOK BALANCE
BEFORE ALLOWANCES
(A)

ALLOWANCES

GUARANTIES
COMPUTABLE

380,129,083,013
380,129,083,013

MINIMUM
% (B)

1 29,106,053,547
129,106,053,547

BOOK BALANCE
AFTER ALLOWANCES

BOOKED (C)
0%

-

380,129,083,013
380,129,083,013

As of December 31, 2017

RISK
CATERGORY
1
1a
2
TOTAL

BOOK BALANCE
BEFORE ALLOWANCES
(A)

ALLOWANCES

GUARANTIES
COMPUTABLE

508,783,513,524
218,783,574
1,877,265,860
510,879,562,958

MINIMUM
% (B)

151,680,609,916
217,000,012
1,336,662,007
153,234,271,935

BOOKED (C)
0%
0.5%
5%

(550,051)
(59,367,035)
(59,917,086)

BOOK BALANCE
AFTER ALLOWANCES
508,783,513,524
218,233,523
1,817,898,825
510,819,645,872

References:
(a) Includes capital and accrued interest, as well as unsettled operations;
(b) Allowances percentages and risk categories defined for classification and constitution of allowances of the loan portfolio, are based on the criteria established for this purpose by Resolution
of the Board of Directors of the Central Bank of Paraguay No. 1, Act No. 60 dated September 28, 2007 and its subsequent amendments; and
(c) Allowances are set considering in addition the contingent balances. For those borrowers who do not have computable guarantees, allowance is calculated over the total risk (monetary debt
plus contingent). For the rest of debtors, allowance is calculated in two stages, computing guarantees in the second one.
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c.6.2 Performing loans to the nonfinancial sector
The performing loans portfolio of the nonfinancial sector is comprised as follows:

CONCEPT

DECEMBER 31, 2018

Fixed terms loans, not subject to adjustment
Installment loans, not subject to adjustment
Checks acquired in Paraguay
Loans for overdraft
Receivables from deferred credit documents
Receivables from use of credit cards
Loans with managed founds
Bills discounted
Deferred checks discounted
Portfolio purchase
Transactions pending settlement
Loans to the public sector
Receivables from accrued financial products
(-) Valuation gains recognition suspended
(-) Allowances
TOTAL

3,534,993,788,733
6,578,554,163,883
135,273,006
94,472,958,390
227,110,436,444
181,242,047,912
985,651,856,408
105,022,356,491
307,830,755,133
91,368,051,273
8,158,869,744
18,568,473,695
194,701,830,227
(9,176,270,226)
(194,911,077,192)
12,123,723,513,921

DECEMBER 31, 2017
3,206,268,001,098
5,878,597,922,242
373,486,645
84,056,016,523
151,039,186,814
162,770,714,890
521,956,256,757
110,922,240,031
227,656,099,098
80,274,920,636
14,558,048,816
19,416,086,539
169,867,942,560
(878,680,247)
(154,881,735,630)
10,471,996,506,772

As of December 31, 2018 and 2017, the Entity has provided the following accounts of its loans portfolio as collateral for loan agreements.
a) Client promissory notes for USD 7,270,471.00 and USD 14,403,192.92 respectively, in favor of GOVCO LLC.
b) The credit card portfolio “Affinity of the Classic MasterCard brand” up to the amount of PYG 17,579,935,763 in favor of Bancard S.A.; in order to guarantee the operations that result
from the transactions of users in ATMs or points of sale (POS’s) of the Infonet Network.
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According to the valuation standards for credit risks and assets, set forth by the Superintendency of Banks of the Central Bank of Paraguay, the Entity’s performing loan portfolio to
the nonfinancial sector is classified by risk as follows:
As of December 31, 2018

RISKS
CATEGORY
1
1a
1b
2
3
4
5
6
Generic allowances (c)
TOTAL

BOOK BALANCE BEFORE
ALLOWANCES (A)

ALLOWANCES

GUARANTIES
COMPUTABLE

MINIMUM
% (B)

11,017,443,769,969
382,268,353,257
120,338,213,997
367,649,452,371
282,913,071,455
142,727,183,859
642,663,440
4,651,882,321

5,296,540,995,068
144,354,712,837
69,357,501,117
191,059,027,465
113,935,956,952
71,752,079,953
73,268,991
2,256,108,319

12,318,634,590,669

5,889,329,650,702
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BOOKED (D)
0%
0.5%
1.5%
5%
25%
50%
75%
100%

(3,183,582,156)
(3,020,822,346)
(1,282,716,489)
(13,462,652,835)
(54,387,272,354)
(47,101,864,010)
(483,415,666)
(2,496,784,232)
(69,491,966,660)
(194,911,076,748)

BOOK BALANCE AFTER
ALLOWANCES
11,014,260,187,813
379,247,530,911
119,055,497,508
354,186,799,536
228,525,799,101
95,625,319,849
159,247,774
2,155,098,089
(69,491,966,660)
12,123,723,513,921
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As of December 31, 2017

RISKS
CATEGORY
1
1a
1b
2
3
4
5
6
Generic allowances (c)
TOTAL

BOOK BALANCE BEFORE
ALLOWANCES (A)

ALLOWANCES

GUARANTIES
COMPUTABLE

MINIMUM
% (B)

9,538,190,355,063
195,711,138,008
66,213,654,171
617,391,340,151
166,689,873,586
19,735,265,197
17,730,266,695
5,216,349,531

4,754,484,860,349
107,840,825,389
42,285,833,724
312,030,040,873
75,710,328,429
4,836,548,945
5,796,332,952
1,385,125,228

10,626,878,242,402

5,304,369,895,889

BOOKED (D)
0%
0.5%
1.5%
5%
25%
50%
75%
100%

(2,283,124,425)
(735,882,704)
(677,753,123)
(22,843,258,670)
(30,187,866,715)
(8,888,450,302)
(9,341,485,688)
(3,935,267,297)
(75,988,646,706)
(154,881,735,630)

BOOK BALANCE AFTER
ALLOWANCES
9,535,907,230,638
194,975,255,304
65,535,901,048
594,548,081,481
136,502,006,871
10,846,814,895
8,388,781,007
1,281,082,234
(75,988,646,706)
10,471,996,506,772

References:
(a) Includes capital and accrued interest, as well as unsettled operations (net of unrealized valuation earnings);
(b) Allowances percentages and risk categories defined for classification and constitution of allowances of the loan portfolio, are based on the criteria established for this purpose by Resolution
of the Board of Directors of the Central Bank of Paraguay No. 1, Act No. 60 dated September 28, 2007 and its subsequent amendments;
(c) Generic allowances established by the Bank in accordance with requirements of Resolution No.1/2007 of the Central Bank of Paraguay;
(d) Allowances are set considering in addition the contingent balances. For those borrowers who do not have computable guarantees, allowance is calculated over the total risk (monetary debt
plus contingent). For the rest of debtors, allowance is calculated in two stages, computing guarantees in the second one.
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c.6.3 Nonperforming loans
The nonperforming loans portfolio was comprised as follows:

CONCEPT

DECEMBER 31, 2018
PYG

Nonperforming loans
Status: past due nonfinancial sector
Nonperforming loans
Status: undergoing proceedings
Nonperforming loans - Status: delinquent
Accrued interests
(-) Unrealized valuation earnings
(-) Allowances
TOTAL

DECEMBER 31, 2017
PYG
14,060,126,587

10,982,112,066

63,640,804,950

40,628,149,656

106,178,647,833
5,289,868,849
(3,457,490,186)
(81,299,164,222)
104,412,793,811

182,341,089,867
9,698,059,513
(2,260,883,653)
(139,207,298,774)
102,181,228,675

According to the valuation standards for credit risks and assets, set forth by the Superintendency of Banks of the Central Bank of Paraguay, the Entity’s portfolio of nonperforming
loan is classified by risk as follows:
As of December 31, 2018

RISK
CATEGORY
1b
2
3
4
5
6
TOTAL

BOOK BALANCE BEFORE
ALLOWANCES (A)
897,704,430
9,007,082,990
27,499,793,934
39,529,060,790
34,689,617,325
74,088,698,564
185,711,958,033

GUARANTIES
COMPUTABLE

ALLOWANCES
MINIMUM
BOOKED (C)
% (B)

4,301,134
4,508,326,617
13,995,174,246
25,743,276,061
6,596,234,757
32,787,928,852
83,635,241,667

1.5%
5%
25%
50%
75%
100%
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(18,128,598)
(1,050,490,212)
(5,885,296,097)
(11,399,879,943)
(21,644,599,660)
(41,300,769,712)
(81,299,164,222)

BOOK BALANCE AFTER
ALLOWANCES
879,575,832
7,956,592,778
21,614,497,837
28,129,180,847
13,045,017,665
32,787,928,852
104,412,793,811
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As of December 31, 2017

RISK
CATEGORY
1b
2
3
4
5
6
TOTAL

BOOK BALANCE BEFORE
ALLOWANCES (A)
1,894,466,797
5,477,319,920
16,775,998,699
22,635,507,225
28,295,128,694
166,310,106,114
241,388,527,449

GUARANTIES
COMPUTABLE

ALLOWANCES
MINIMUM
BOOKED (C )
% (B)

1,417,600,462
3,230,743,156
893,096,458
3,720,920,954
10,850,750,473
57,398,482,504
77,511,594,007

2%
5%
25%
50%
75%
100%

(133,092,803)
(568,896,657)
(4,484,575,610)
(10,241,980,811)
(14,867,129,283)
(108,911,623,610)
(139,207,298,774)

BOOK BALANCE AFTER
ALLOWANCES
1,761,373,994
4,908,423,263
12,291,423,089
12,393,526,414
13,427,999,411
57,398,482,504
102,181,228,675

References:
(a) Includes capital and accrued interest, as well as unsettled operations (net of unrealized valuation earnings);
(b) Allowances percentages and risk categories defined for classification and constitution of allowances of the loan portfolio, are based on the criteria established for this purpose by Resolution of
the Board of Directors of the Central Bank of Paraguay No. 1, Act No. 60 dated September 28, 2007 and its subsequent amendments; and
(c) Allowances are set considering in addition the contingent balances. For those borrowers who do not have computable guarantees, allowance is calculated over the total risk (monetary debt
plus contingent). For the rest of debtors, allowance is calculated in two stages, computing guarantees in the second one.
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c.6.4 Other receivables
Are composed as of December 31, 2018 and 2017, as follows:

ITEM

31 DECEMBER 2018 - PYG

Prepaid expenses
Deferred changes related bound issuance abroad
Charges for loans taken abroad
Prepaid income tax (a)
Prepayment of goods and services purchases
Lawsuit expenses recoverable
Tax credit certificates
Value-added tax deductible
Compensation claimed for incidents
Advance to Staff
Uncollected acrued interest
Advanced to suppliers
Other
Receivables from sale of property
Expenses to be recovered
(Valuation gains to be realized)
Allowances (Note c.7)
TOTAL

2,934,399,726
439,135,123
8,629,299,473
20,457,447,355
9,717,382,194
9,465,216,256
30,538,854,387
2.692,642,435
64,235,981
3,000,000
3,114,622,761
3,777,346,672
3,590,972,345
112,944,980,998
1,962,624,003
(1,430,197,694)
(8,928,829,392)
199,973,132,623

31 DECEMBER 2017 - PYG
3,754,630,395
6,997,588,823
25,348,311,190
3,953,761,023
8.866,985,135
40,651,418,010
3,139,337,309
5,601,716,041
2,936,885,268
1,651,447,320
2,152,725,372
1,880,560,238
(11,788,200)
(7,937,838,570)
98,985,739,354

a) The Income tax provision included as Liability under “Accruals”, as of December 31, 2018 and 2017 was PYG 16,584,098,397 and PYG 18,198,704,353, respectively.
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C.7 ALLOWANCES FOR DIRECT AND CONTINGENT RISKS
Allowances for doubtful loans and other assets are determined at the end of each period or fiscal year, based on the loan portfolio examination to determine its non-recoverable
portion and considering the established, for each type of credit risk, by the Resolution of the Board of Directors of the Central Bank of Paraguay No. 1, Act. No. 60 dated
September 28, 2007, and its subsequent amendments and/or extensions.
On a regular basis, the Bank’s Board of Directors and Management reviews and analyzes the loan portfolio pursuant to credit valuation standards established by the
Superintendency of Banks of the Central Bank of Paraguay and in accordance to the Entity’s own policies and criteria, so as to adjust the allowances for doubtful accounts. All
allowances necessary to cover potential losses on direct and contingent risks have been set, in accordance to the criteria of the Bank’s Board of Directors and Management and
the requirements of Central Bank of Paraguay Board of Directors’ Resolution No. 1, Act No. 60, dated September 28, 2007, Resolution No. 37, Act No. 72, dated November 29, 2011
and Resolution No. 13, Act No. 28, dated April 24, 2014. The movement recorded during the years ended December 31, 2018, and 2017, in the allowance accounts, is summarized
as follows:

As of December 31, 2018

CONCEPT

Cash and Bank
Perfoarming Loans -Financial sector
Perfoarming loans -Nonfinancial sector
Other receivables
Nonperfoarming loans
Investments
Total

BALANCE AT BEGINNING
OF THE YEAR
(222,744,471)
(59,917,086)
(154,881,735,630)
(7,937,838,570)
(139,207,298,774)
(11,896,542,497)
(314,206,077,028)

ADDITIONS

APPLICATIONS OF
REVERSAL OF
ALLOWANCES
ALLOWANCES FOR
THE YEAR

(255,514,045)
(382,921,734)
(371,365,771,176)
(3,091,269.657)
(246,053,493,946)
(24,625,694,219)
(645,774,664,777)

19,111,077,607
392,580,702
165,984,574,964
15,145,453,950
200,633,687,223
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419,216,679
443,201,851
320,118,821,146
1,872,490,592
140,926,895,817
8,402,375,253
472,183,001,338

CHANGES FROM
VALUATION IN
FOREING
CURRENCY
(2,935,251)
(363,031)
(7,893,469,080)
(164,792,459)
(2,949,842,283)
(11,011,402,104)

BALANCE AT THE
END
OF THE YEAR
(61,977,088)
(194,911,077,192)
(8,928,829,392)
(81,299,164,222)
(12,974,407,513)
(298,175,455,407)
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As of December 31, 2017

CONCEPT

Cash and Bank
Perfoarming Loans -Financial sector
Perfoarming loans -Nonfinancial
sector
Other receivables
Nonperfoarming loans
Investments
Total

BALANCE AT BEGINNING
OF THE YEAR

ADDITIONS

APPLICATIONS OF
REVERSAL OF
ALLOWANCES
ALLOWANCES FOR
THE YEAR

CHANGES FROM
VALUATION IN
FOREING
CURRENCY

BALANCE AT THE
END
OF THE YEAR

(3,082,878)
(78,824,666)
(177,913,081,221)

(314,831,916)
(388,312,184)
(371,512,643,032)

12,995,682,883

94,171,986
407,327,461
378,209,081,039

998,337
(107,697)
3,339,224,701

(222,744,471)
(59,917,086)
(154,881,735,630)

(4,337,656,206)
(100,391,975,349)
(10,130,439,984)
(292,855,060,304)

(3,952,949,781)
(314,549,549,850)
(2,766,197,261)
(693,484,484,024)

142,182,619
154,165,544,424
167,303,409,926

151,326,347
120,268,864,128
1,000,094,748
500,130,865,709

59,258,451
1,299,817,873
4,699,191,665

(7,937,838,570)
(139,207,298,774)
(11,896,542,497)
(314,206,077,028)

C.8 INVESTMENTS
The investments account includes:
Assets received in credit recovery:
In accordance to regulations of the Central Bank of Paraguay, these assets are valued at the lowest of the three following values: Appraisal value, allocation value and balance of the
receivable immediately before allocation.
Additionally, for assets exceeding the period established by the Central Bank of Paraguay for their possession, allowances are set forth as stipulated in Resolution No. 1, Act. No. 60
dated September 28, 2007, issued by the Board of Directors of the Central Bank of Paraguay, and its subsequent amendments. After three years of possession, an allowance is set for
100% of these assets, with the exception of assets from the agricultural sector, which reaches 100% of allowance at four years of possession, in accordance to Resolution No. 7 Act
No. 4 dated January 18, 2018 of the Board of Directors of the Central Bank of Paraguay.
Private securities:
Long-term investments in interests in companies, have been valued at acquisition cost as they represent a minority interest. This value does not exceed its market value, or its
proportional equity value.
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Permanent investments - subordinated bonds:
They are valued at the lower amount between its cost price plus accrued interest receivable and its estimated realizable value, taking into consideration the valuation criteria
of short, medium and long term financial investments established in Resolution No. 1, Act 60 dated September 28, 2007 of the Board of the Central Bank of Paraguay and its
subsequent amendments.
Other investments:
They are related to works of art that are valued at acquisition cost, which does not exceed their recoverable value.
The investments as of December 31, 2018 and 2017 is comprised as follows:
As of December 31, 2018

ITEM
Assets
Assets acquired in credit recovery
Other investments
Permanent investments in private companies
Investments in securities isuued by private sector
Permanent investments in corporate companies (a)
Investments income in the private sector
Total

BOOK BALANCE BEFORE
ALLOWANCES PYG
141,848,948,920
3,874,352
15,592,889,085
17,003,426,800
65,000,000,000
1,057,833,408
240,506,972,565
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ALLOWANCES PYG

(12,974,407,513)
(12,974,407,513)

BOOK BALANCE AFTER
ALLOWANCES PYG
128,874,541,407
3,874,352
15,592,889,085
17,003,426,800
65,000,000,000
1,057,833,408
227,532,565,052
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As of December 31, 2017

ITEM
Assets
Assets acquired in credit recovery
Other investments
Investments in securities isuued by private sector
Permanent investments in corporate companies (a)
Investments income in the private sector
Total

BOOK BALANCE BEFORE
ALLOWANCES PYG
177,964,191,124
3,633,806
38,450,888,678
10,000,000,000
752,111,488
227,170,825,096

ALLOWANCES PYG

(11,896,542,497)
(11,896,542,497)

BOOK BALANCE AFTER
ALLOWANCES PYG
166,067,648,627
3,633,806
38,450,888,678
10,000,000,000
752,111,488
215,274,282,599

(a) Subordinated bonds issued by local financial entities, acquired through the stock exchange at 12% rate and a five-year term.

C.9 PROPERTY, PLANT AND EQUIPMENT
The original values of property, plant and equipment and their accumulated depreciations are revalued up to the end of each year, pursuant to the variation in the Consumer Price
Index published by the Central Bank of Paraguay. According to this index, accumulated inflation of the years ended at December, 2018, and 2017, was 3.2% and 4.5%, respectively.
The net increase of the revaluation reserve at the end of each the year is disclosed in the account “Revaluation reserve” of the Bank’s Equity.
Costs related to improvements or additions are recorded as assets, whereas maintenance and repairs costs that do not increase the value of the assets or their useful life are
expensed in the year they occur.
Depreciations are computed as from the month after their addition to the Bank’s assets, through monthly charges to the results based on a straight-line basis, in the estimated years
of useful life. The residual value of revalued assets, taken as a whole, does not exceed the recoverable value thereof as of December 31, 2018, and 2017.
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The composition of Property, plant and equipment as of December 31, 2018, and 2017 is as follows:

ORIGINAL VALUE
CONCEPT

BALANCE AT THE
BEGINNING OF THE
YEAR

Bank Owned:
Real estate - Land
Real estate - Buildings
Furniture and office supplies
Computer hardware
Bank safe-deposit boxes
Transport materials
As of December 31, 2018
As of December 31, 2017

CONCEPT
Bank owned
Real estate - Land
Real estate - Buildings
Furniture and office supplies
Computer hardware
Bank safe-deposit boxes
Transport materials
As of December 31, 2018
As of December 31, 2017

14,060,158,027
78,159,238,488
40,892,009,946
63,859,414,990
2,036,458,924
1,942,249,674
200,949,530,049
156,285,530,873

PERCENTAGE
OF ANNUAL
DEPRECIATION %
0%
2.50%
10%
25%
10%
20%

ADDITIONS

2,309,428,716
28,284,232,838
94,793,234
30,688,454,788
64,198,538,596

DISPOSALS

REVALUATION

(1,504,195,215)
(137,460,656)
(1,641,655,871)
(24,831,083,119)

BALANCE AT THE END
OF THE YEAR

257,728,650
2,531,963,998
961,188,884
949,549,728
35,977,930
62,919,064
4,799,328,254
5,296,543,699

ACCRUED DEPRECIATION
BALANCE AT THE
BEGINNING OF THE
YEAR

ADDITIONS

(12,070,463,153)
(1,990,493,311)
(28,653,309,749) (3,389,957,360)
(50,215,971,602) (10,556,891,869)
(1,657,569,878)
(109,842,721)
(582,674,860)
(395,708,560)
(93,179,989,242) (16,442,893,821)
(89,164,553,349) (13,773,823,935)
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DISPOSALS

1,410,410,191
137,460,656
1,547,870,847
12,141,291,194

REVALUATION

(417,808,673)
(515,831,800)
(536,057,153)
(21,990,143)
(24,200,882)
(1,515,888,651)
(2,382,903,152)

BALANCE AT THE
END OF THE YEAR
(14,478,765,137)
(31,148,688,718)
(61,171,459,968)
(1,789,402,742 )
(1,002,584,302)
(109,590,900,867)
(93,179,989,242)

14,317,886,677
80,691,202,486
42,658,432,331
92,955,736,900
2,167,230,088
2,005,168,738
234,795,657,220
200,949,530,049

NET AMOUNT AT
THE END OF THE
YEAR
14,317,886,677
66,212,437,349
11,509,743,613
31,784,276,932
377,827,346
1,002,584,436
125,204,756,353
107,769,540,807
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According to banking legislation, financial entities operating in Paraguay are forbidden to pledge their fixed assets, except for those affected in support of financial leasing operations
and to the Central Bank of Paraguay.
Banking law sets a limit of 50% of effective equity for investment in PP&E. The book balance of the Bank’s Property, plant and equipment as of December 31, 2018 is within such
limit.

C.10 DEFERRED CHARGES
As of December 31, 2018 and 2017, this account is comprised as follows:

CONCEPT

BALANCE AT THE BEGINNING
OF THE YEAR

INCREASES

AMORTIZATIONS FOR THE YEAR

BALANCE AT THE END OF THE
YEAR

As of December 31, 2018
Improvements and facilities in leased real estate (*)
Office supplies and others
Intangible goods
Total
As of December 31, 2017

2,699,651,360
1,802,157,060
4,501,808,420

4,353,055,826
2,761,364,366
972,036,587
8,086,456,779

(1,566,888,770)
(2,726,607,501)
(4,293,496,271)

5,485,818,416
1,836,913,925
972,036,587
8,294,768,928

Improvements and facilities in leased real estate (*)
Office supplies and others
Total

4,730,685,577
2,469,486,603
7,200,172,180

2,280,411,799
2,280,411,799

(2,031,034,217)
(2,947,741,342)
(4,978,775,559)

2,699,651,360
1,802,157,060
4,501,808,420

(*) The Bank amortizes improvements and facilities in leased properties on a straight-line basis, considering a useful life of 5 years.
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C.11 DEBENTURES AND BONDS ISSUED IN CIRCULATION
a) Issued in local market
Account “Debentures and bonds issued in circulation” under chapter “Liabilities from financial transactions - nonfinancial sector” of the balance sheet, includes subordinated bonds
whose balance and detail of emissions as of December 31, 2018 and 2017 is as follows:

AUTORIZATION RESOLUTION
ISSUANCE
ISSUED BY THE CENTRAL BANK CURRENCY
OF PARAGUAY
00196/2010
00027/2016
00027/2016
Total US$
Total PYG

US$
US$
US$
(a)

ISSUANCE AMOUNT (*) MATURITY

5,000,000.00
10,000,000.00
8,630,000.00
23,630,000.00

2184 days
2555 days
2555 days

AMOUNT IN ISSUANCE ACCOUNTING BALANCE ACCOUNTING BALANCE
CURRENCY
AT DECEMBER 31,
AT DECEMBER 31,
2018
2017
428,000
10,000,000
8,630,000
19,058,000

59,605,400,000
51,439,460,200
111,044,860,200

2,392,721,160
55,904,700,000
48,245,756,100

106,543,177,260

(a) Through Resolution SB. SG. N° 00027/2016, the Central Bank of Paraguay has authorized, and the Bank has issued subordinated bonds in foreign currency up to an amount of USD
18,630,000. In such resolution, the Central Bank of Paraguay also authorized the issue of subordinated bonds in local currency up to an amount of PYG 50,000,000,000. At the year
ended December 31, 2018, the Bank had not executed the issuance of the bonds in local currency.
Also, through Resolution SB. SG. No. 00196/2010, the Central Bank of Paraguay has authorized, and the Bank has issued, subordinated bonds in local currency up to an amount of PYG
110,000,000,000, which to date are canceled; in addition, subordinated bonds in foreign currency were issued up to an amount of US $ 10,000,000.
Subordinated bonds will be convertible into shares, in the event the Bank needs to cover the minimum capital requirements set forth by law, or to replace capital losses (Law 861/96).
The subordinated bonds do not have the guarantee on deposits prescribed in Law No. 2334/03.
b) Bonds issued abroad
The Extraordinary General Assembly Nº 39 dated April 26, 2013 approved the issuance of bonds abroad for up to USD 300,000,000. On January 16, 2014, the Bank issued bonds for
an amount of USD 300 million. The titles were listed in Luxembourg and have a term of five years and an annual interest rate of 8.125% (interest payable semiannually).
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As of December 31, 2018 and 2017, the capital was included in the account “Outstanding Bonds”, under “Bonds issued abroad - Financial Sector” for PYG 1,788,162,000,000 and PYG
1,677,141,000,000, respectively.
Additionally, the Bank is committed to comply with certain positive and negative covenants according to the offering memorandum, which are monitored by the Bank’s Board and Management. As of December 31, 2018, there are no breaches of these clauses.

C.12 LIMITATIONS ON AVAILABLE ASSETS OR EQUITY AND ANY OTHER RESTRICTIONS ON PROPERTY RIGHTS.
As of December 31, 2018 and 2017, the following restrictions exist:
a) Minimum and special cash requirement
The Central Bank of Paraguay account as of December 31, 2018 and 2017, includes PYG 1,270,829,736,813 and PYG 1,220,257,545,256, respectively, which are restricted accounts held
by the Bank as the minimum and special cash requirement. (See note c.3)
b) Government Securities
As of December 31, 2018 and 2017, the Bank has granted Monetary Regulation Letters for a total of PYG 49,900,000,000 and PYG 13,915,712,906, respectively, as guarantees required
by the Central Bank of Paraguay, under general regulations of the Payment System of Paraguay. (See note c.4)
c) Legal reserve
According to Article 27 of Law 861/96, financial institutions must have a reserve of not less than the equivalent of one hundred percent (100%) of its capital, which will be constituted
by annually transferring not less than twenty percent (20%) of net profits of each financial year.
Article 28 of the abovementioned Law, sets that the legal reserve will automatically be applied to cover losses recorded in the financial year. In the following years, the total profits
must be allocated to the legal reserve until the minimum amount thereof, or the highest that has been obtained in the process of its formation, is reached again.
At any time, the amount of the reserve could be further increased with cash contributions.
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d) Monetary correction of Capital stock:
According to Article 11 of Law 861/96, financial institutions must update their capital annually in function of the Consumer Price Index (IPC) calculated by the Central Bank of
Paraguay. The updated value of the minimum capital requirement for the years 2018 and 2017 is PYG 52,257,000,000 and PYG 50,000,000,000, respectively, according to Circular
SB. SG. No. 005/2018 and Circular SB. SG. No. 005/2017.
The integrated capital (common and preferred shares) of the Bank as of December 31, 2018 and 2017, is PYG 1,087,787,800,000 and PYG 1,001,408,000,000 respectively; (see note
b.5), which exceeds the referred minimum capital.
e) Distribution of earnings:
According to provisions of Law No. 861/96 “General Law on Banks, Finance Companies and Other Credit Institutions”, financial entities can distribute their earnings after the approval
of their audited annual financial statements by the Superintendency of Banks (SIB), provided the SIB pronounces itself within the term of one hundred twenty days after the closing of
the fiscal year. After this term has elapsed without a pronunciation by Superintendency of Banks, earnings may be distributed.
The Ordinary Shareholders’ Assembly held on March 16, 2018 approved the distribution of earnings of 2017 period and the accumulated results of 2016, according to Note SB. SG. No.
470/2017; which was performed as follows:

ITEM

CURRENCY

Booking of legal reserve
Capitalization of earnings
Cash dividends - preferred shares
Cash dividends - common shares
Total

AMOUNTS
PYG
PYG
PYG
PYG
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42,379,884,382
86,379,800,000
40,000,000,000
37,019,898,307
205,779,582,689
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The Ordinary Shareholders’ Assembly held on April 28, 2017 approved the distribution of earnings of 2016 fiscal year, which was performed as follows:

ITEM

CURRENCY

Booking of legal reserve
Capitalization of earnings
Reserve Accumulated Results
Cash dividends - preferred shares
Cash dividends - common shares
Total

AMOUNTS
PYG
PYG
PYG
PYG
PYG

51,819,939,278
92,485,000,000
12,078,865,133
40,000,000,000
39,636,374,032
236,020,178,443

f) Preferred share dividends
According with the original terms of the issuance of preferred shares, the shareholders’ assembly granted the holders a preferred dividend of 18% on preferred capital. The Ordinary
Shareholders’ Assembly held on October 18, 2013 resolved to modify the preferred dividend rate to 16%, for the period 2014 to 2018.
g) Additional income tax for dividend distribution:
According to the provisions of Law 125/91, as amended by Law 2421/04, dividend distribution in cash is taxed at the rate of 5%. The Entity records the additional charge of income tax
in the year in which the Shareholders decide the distribution.
Moreover, according to the tax regime established by those laws, profits remitted to foreign shareholders are subject to a withholding of 15% in concept of income tax.
h) Guarantees provided in favor of Bancard S.A.:
As of December 31, 2018 and 2017, the Bank has given to Bancard S.A. its credit card portfolio of the affinity Classical MasterCard up to the total of PYG 17,579,935,763 as collateral,
for the operations that result from the transactions of users in ATMs or points of sale (POS’s) of the Infonet Network, as well as the obligations that may arise as a result of the
operations of credit cards of MasterCard, VISA and Bancard Check brands.
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C.13 GUARANTEES GRANTED REGARDING LIABILITIES
As of December 31, 2018, the loans borrowed from GOVCO LLC, under an agreement with Citibank N.A. New York, and secured by the Overseas Private Investment Corporation (OPIC),
with a balance of USD 3,552,640.00 are guaranteed through clients’ promissory notes for a total value of USD 7,270,461.00.
As of December 31, 2017, the loans borrowed from GOVCO LLC, under an agreement with Citibank N.A. New York, and secured by the Overseas Private Investment Corporation (OPIC),
with a balance of USD 6,513,161.00 are guaranteed through clients’ promissory notes for a total value of USD 14,403,192.92.
Additionally, the Bank is committed to comply with certain financial covenants, positive and negative according to the contracts and agreements signed with multilateral credit
institutions, and according to the prospect of issuance of securities abroad, which are monitored by the Board and Management of the Bank. As of December 31, 2018 the financial
covenants that are out of range have approved waivers from the borrowers, which support the validity of the terms originally agreed upon said operations.
There are no other limitations for the free disposal of assets or equity, nor other restrictions on property rights.

C.14 DISTRIBUTION OF PERFORMING LOANS AND FINANCIAL LIABILITIES ACCORDING TO THEIR MATURITY DATES
Below are the placements and deposits as of December 31, 2018 and 2017, classified according to their remaining maturity:
The balances include interest accrued, forward contracts/repo and loans before allowances.
As of December 31, 2018

ITEM
UP TO 30 DAYS

FROM TO 31 DAYS UP
TO 180 DAYS

TERMS REMAINING TO MATURITY
FROM 181 DAYS UP OVER 1 YEAR UP TO
TO 1 YEAR
3 YEARS

Performing loans financial sector
Performing loans nonfinancial sector
Total Performing loans

121,068,030,319
1,083,522,050,220
1,204,590,080,539

139,729,341,277
4,091,229,456,180
4,230,958,797,457

19,541,670,371
1,296,006,524,484
1,315,548,194,855

68,590,959,829
2,348,785,217,314
2,417,376,177,143

Obligations financial sector
Obligations nonfinancial sector
Total Obligations

2,460,616,890,947
5,566,276,100,023
8,026,892,990,970

742,552,627,383
1,059,309,911,581
1,801,862,538,964

292,943,486,478
1,061,577,502,385
1,354,520,988,863

1,043,163,734,043
1,840,569,860,610
2,883,733,594,653
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OVER 3 YEARS
31,199,081,217
3,499,091,342,915
3,530,290,424,132

TOTAL
380,129,083,013
12,318,634,591,113
12,698,763,674,126

883,657,860,209 5,422,934,599,060
738,836,382,148 10,266,569,756,747
1,622,494,242,357 15,689,504,355,807
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As of December 31, 2017

ITEM
UP TO 30 DAYS
Performing loans financial sector
Performing loans nonfinancial sector
Total Performing loans
Obligations financial sector
Obligations nonfinancial sector
Total Obligations

FROM TO 31 DAYS UP
TO 180 DAYS

TERMS REMAINING TO MATURITY
FROM 181 DAYS UP OVER 1 YEAR UP TO
TO 1 YEAR
3 YEARS

OVER 3 YEARS

TOTAL

144,378,794,317
963,648,917,713
1,108,027,712,030

227,380,516,290
3,486,440,176,275
3,713,820,692,565

43,465,140,219
1,258,464,137,778
1,301,929,277,997

56,723,006,028
1,992,110,505,695
2,048,833,511,723

38,932,106,104
2,926,214,504,941
2,965,146,611,045

510,879,562,958
10,626,878,242,402
11,137,757,805,360

426,614,516,388
4,622,636,234,873
5,049,250,751,261

788,349,610,418
1,238,316,515,056
2,026,666,125,474

189,786,776,683
1,288,434,268,617
1,478,221,045,300

2,164,554,931,787
1,525,133,746,750
3,689,688,678,537

386,437,728,304
295,360,389,018
681,798,117,322

3,955,743,563,580
8,969,881,154,314
12,925,624,717,894

Liquidity risk management:
Liquidity risk, is the risk that an institution may encounter difficulties in meeting its obligations related to financial commitments that are settled with cash or other financial asset.
The Bank’s Board of Directors and Management control its liquidity mainly by matching the maturities of its assets and liabilities, pursuant to the short, medium and long term
strategies in place, and monitored permanently, for both assets and liabilities.
Additionally, the Bank has contingency plans defined for situations requiring temporary liquidity. Liquidity position is monitored and liquidity stress tests are conducted on a regular
basis in a variety of different scenarios, that cover both normal market conditions and more severe ones. All liquidity policies and procedures are subject to review and approval of the
Assets and Liabilities Committee.

C.15 CONCENTRATION OF LOAN PORTFOLIO AND DEPOSITS
c.15.1 Concentration of loan portfolio from financial intermediation by number of clients
The concentration of portfolio held by the Bank as of December 31, 2018 and 2017, with the financial sector (SF) and nonfinancial (SNF), is exposed both in its portfolio of performing
loans and nonperforming loans, as on its liabilities from financial intermediation.
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a) Loans portfolio

NUMBER OF CUSTOMERS
As of December 31, 2018
10 largest borrowers
50 next largest borrowers
100 next largest borrowers
Other largest borrowers
Total
As of December 31, 2017
10 largest borrowers
50 next largest borrowers
100 next largest borrowers
Other largest borrowers
Total

AMOUNT AND PERCENTAGE OF THE FINANCIAL SECTOR LOAN
PORTFOLIO
PERFORMING
%
NONPERFORMING
%
PYG (*)
PYG (*)

AMOUNT AND PERCENTAGE OF THE NONFINANCIAL
SECTOR LOAN PORTFOLIO
PERFORMING
%
NONPERFORMING
%
PYG (*)
PYG (*)

289,144,700,742
90,984,382,271
380,129,083,013

76%
24%
0%
0%
100%

-

0%
0%
0%
0%
0%

991,952,246,883
2,682,387,633,502
2,603,610,950,562
6,040,683,760,166
12,318,634,591,113

8%
22%
21%
49%
100%

75,054,631,445
82,913,141,949
18,892,643,186
8,851,541,453
185,711,958,033

40%
45%
10%
5%
100%

385,986,692,453
124,892,870,505
510,879,562,958

76%
24%
0%
0%
100%

-

0%
905,234,810,922
0%
2,405,917,324,327
0%
2,158,131,608,878
0%
5,157,594,498,275
0% 10,626,878,242,402

9%
23%
20%
49%
100%

123,758,963,543
90,747,891,637
18,663,295,471
8,218,376,798
241,388,527,449

51%
38%
8%
3%
100%

(*) Includes debtors for accrued financial products, valuation gains on hold and forward contracts/repo, before allowances.
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b) Deposits portfolio

NUMBER OF CUSTOMERS

FINANCIAL SECTOR
%
PYG

As of December 31, 2018
10 largest depositors
50 next largest depositors
100 next largest depositors
Other depositors
Total
As of December 31, 2017
10 largest depositors
50 next largest depositors
100 next largest depositors
Other depositors
Total

AMOUNT AND PERCENTAGE OF DEPOSIT PORTFOLIO
NONFINANCIAL SECTOR
PRIVATE SECTOR
PUBLIC SECTOR
%
PYG
PYG

%

436,675,342,636
255,079,606,601
28,709,165,725
720,464,114,962

61%
35%
4%
0%
100%

773,546,160,623
1,300,580,777,002
1,151,400,712,809
5,457,104,207,446
8,682,631,857,880

9%
15%
13%
63%
100%

1,336,594,002,077
23,200,823,705
1,359,794,825,782

98%
2%
0%
0%
100%

291,507,070,185
214,818,659,762
31,518,761,585
537,844,491,532

54%
40%
6%
0%
100%

633,844,836,216
1,092,942,495,912
992,341,737,060
5,044,108,176,916
7,763,237,246,104

8%
14%
13%
65%
100%

950,100,534,731
25,998,328,530
976,098,863,261

97%
3%
0%
0%
100%

(*) Includes amounts from demand and term deposits, without considering accrued financial charges to be paid, as of the end of the fiscal year.
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c.15.2 Concentration by geographic areas and currency
a) Loans portfolio

ITEM

LOANS TO FINANCIAL
SECTOR PYG (*)

As of December 31, 2018
Residents in Paraguay
Nonresidents in Paraguay
Sub-Total
Allowances
TOTAL
In local currency
In foreing currency
Sub-Total

320,506,298,204
59,622,784,809
380,129,083,013
380,129,083,013
149,133,176,377
230,995,906,636
380,129,083,013

Allowances
TOTAL

380,129,083,013

ITEM
As of December 31, 2017
Residents in Paraguay
Nonresidents in Paraguay
Sub-Total
Allowances
TOTAL
In local currency
In foreing currency
Sub-Total
Allowances
TOTAL

%

LOANS TO NONFINANCIAL
SECTOR PYG (*)
84%
16%
100%

%

12,318,634,591,113
12,318,634,591,113
(194,911,077,192)
12,123,723,513,921
4,359,934,451,243
7,958,700,139,870
12,318,634,591,113

39%
61%
100%

100%
0%
100%

35%
65%
100%

(194,911,077,192)
12,123,723,513,921

LOANS TO FINANCIAL
SECTOR PYG (*)

%

510,032,814,943
846,748,015
510,879,562,958
(59,917,086)
510,819,645,872
286,188,979,016
224,690,583,942
510,879,562,958
(59,917,086)
510,819,645,872

LOANS TO NONFINANCIAL
SECTOR PYG (*)
100%
0%
100%

56%
44%
100%

(*) Includes the amount of loans, debtors for accrued financial products, valuation earnings in suspense and forward contracts.
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10,626,878,242,402
10,626,878,242,402
(154,881,735,631)
10,471,996,506,772
3,550,707,203,282
7,076,171,039,120
10,626,878,242,402
(154,881,735,630)
10,471,996,506,772

%

100%
0%
100%

33%
67%
100%
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b) Liabilities
As of December 31, 2018

ITEM
Residents in Paraguay
Nonresidents in Paraguay
Sub-Total (*)
Other liabilities (**)
TOTAL
In local currency
In foreing currency
Sub-Total
Other liabilities (**)
TOTAL

FINANCIAL SECTOR PYG

%

1,630,838,645,304
3,684,570,993,947
5,315,409,639,251
107,524,959,809
5,422,934,599,060
773,127,926,462
4,542,281,712,789
5,315,409,639,251
107,524,959,809
5,422,934,599,060

NONFINANCIAL SECTOR PYG
31%
69%
100%

15%
85%
100%

%

10,177,820,580,264
14,320,835,789
10,192,141,416,053
74,428,340,694
10,266,569,756,747
4,274,399,476,721
5,917,741,939,332
10,192,141,416,053
74,428,340,694
10,266,569,756,747

100%
0%
100%

42%
58%
100%

As of December 31, 2017

ITEM
Residents in Paraguay
Nonresidents in Paraguay
Sub-Total (*)
Other liabilities (**)
TOTAL
In local currency
In foreing currency
Sub-Total
Other liabilities (**)
TOTAL

FINANCIAL SECTOR PYG

%

1,124.670,017,278
2,731,699,590,649
3,856,369,607,927
99,373,955,653
3,955,743,563,580
529,234,745,506
3,327,134,862,421
3,856,369,607,927
99,373,955,653
3,955,743,563,580

NONFINANCIAL SECTOR PYG
29%
71%
100%

14%
86%
100%

8,751,326,394,674
140,921,679,167
8,892,248,073,841
77,633,080,473
8,969,881,154,314
3,775,171,992,503
5,117,076,081,338
8,892,248,073,841
77,633,080,473
8,969,881,154,314

%
98%
2%
100%

42%
58%
100%

(*) Includes amounts of demand and time deposits without considering interest accrued to the closing date, direct loans from financial institutions, outstanding bonds and deferred
documentary credits.
(**) Other liabilities include accrued interest not considered as deposits, pending ATM transactions and unsettled operations.
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c.15.3 Loan portfolio nonfinancial sector distributed by economic sector

ECONOMIC SECTOR

LOANS TO NONFINANCIAL SECTOR (*)
AS OF DECEMBER 31, 2018
PYG

Agriculture
Livestock activities
Industry
Wholesale business
Retail trade
Services
Consumer
Construction
Consumption - housing
Financial Intermediation
Government sector
Agribusiness
Sale, Maintenance and Repair of Vehicles
Personal services
Others
Total
(*) Includes accrued interest, future earnings and forward contracts/repo, before allowances.
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AS OF DECEMBER 31, 2017
PYG

%

%

2,464,683,605,809

20%

2,452,910,168,605

23%

1,425,159,005,960
1,195,904,162,839
2,069,426,073,975
783,890,865,124
251,915,512,294
429,908,027,548
270,857,950,944
171,381,387,752
84,603,413,194
2,067,671,344,876
376,908,646,641
404,267,841,256
322,056,752,457
12,318,634,590,669

12%
10%
17%
6%
2%
3%
2%
1%
1%
0%
17%
3%
3%
3%
100%

928,265,082,417
942,296,559,531
687,977,349,861
1,959,093,822,496
214,428,912,924
390,799,486,932
119,885,584,025
160,020,106,361
75,369,241,191
19,865,126,311
1,815,892,910,077
272,231,213,461
422,044,675,641
165,798,002,569
10,626,878,242,402

9%
9%
6%
18%
2%
4%
1%
2%
1%
0%
17%
3%
4%
2%
100%
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C.16 CREDITS AND CONTINGENCIES INVOLVING RELATED PARTIES
The balances involving related parties as of December 31, 2018 and 2017, are as follows:
As of December 31, 2018

ITEM
Assets
Performing loans (a)
Credit-related contingencies
Total
Liabilities
Deposits
Total

BOOK BALANCE BEFORE ALLOWANCES (*)

BOOK BALANCE NET
OF ALLOWANCES

ALLOWANCES

238,206,340,132
7,230,175,418
245,436,515,550

(3,034,521)
(3,034,521)

238,203,305,611
7,230,175,418
245,433,481,029

89,945,660,592
89,945,660,592

-

89,945.660,592
89,945,660,592

As of December 31, 2017

ITEM

BOOK BALANCE BEFORE ALLOWANCES (*)

BOOK BALANCE NET
OF ALLOWANCES

ALLOWANCES

Assets
Deposits in Financial Entities
Performing loans (a)
Credit-related contingencies
Total

6,057,377,488
204,771,539,416
7,732,939,708
218,561,856,612

(28,618,736)
(28,618,736)

6,057,377,488
204,742,920,680
7,732,939,708
218,533,237,876

Liabilities
Deposits
Total

53,852,893,091
53,852,893,091

-

53,852,893,091
53,852,893,091

(a) Performing credits do not include accrued interest.
(b) Law 861/96 establishes limits for granting credits to related parties, which may not exceed an amount equivalent to 20% of the Bank’s effective equity.

123

2018 REPORT – ECONOMIC GROUP

TABLE OF
CONTENTS

THE REPORT

LETTER FROM
THE PRESIDENT

PROJECTING
DEVELOPMENT

CORPORATE
GOVERNANCE

INSPIRED BY
ITS ESSENCE

ECONOMY
AND FINANCE

C.17 OTHER LIABILITIES
This account’s composition as of December 31, 2018 and 2017 is as follows:

ITEM

DECEMBER 31, 2018

Taxes payables
Social security payables
Dividends payable
Accounts payable
Cashier’s check issued
Other liabilities
Uncollected Perceived Income
Total

DECEMBER 31, 2017
12,499,635,827
39,807,010
900,014,545
2,025,712,427
65,082,486,531
6,580,980,793
6,017,667,795
93,146,304,928

13,498,791,956
566,085,385
520,684,140
40,707,021,022
47,471,371,244
4,613,341,427
2,308,791,577
109,686,086,751

C.18 FINANCIAL DERIVATIVES
This chapter records the balance of the following transactions:
a) Forward Operations
Contracts for future exchange of currencies at a compulsory rate previously agreed between the parties (Foreign currency forwards) which are initially recognized at their value as of
the moment of agreement. Thereafter, any change in the amount is credited to income, valuing at nominal value converted at starting spot prices; and all contracts denominated in
foreign currency are updated at spot rate of each closing date of the financial statements.
FINANCIAL SECTOR
a) Forward Operations

FORWARD PURCHASES OF FOREING CURRENCY - FINANCIAL SECTOR

DECEMBER 31, 2018

Receivables from foreign currency forward transactions
Creditors for foreign currency forward transactions

DECEMBER 31, 2017
(2,452,820)

FORWARD SALES OF FOREING CURRENCY - NONFINANCIAL SECTOR

DECEMBER 31, 2018

8,088,258,830
(8,391,068,489)

DECEMBER 31, 2017

Receivables from sales transactions forward foreing currency
Creditors for operations through forward foreing currency

1,736,250,000
(1,788,162,000)

7,623,150,000
(7,379,420,400)

Total Forward contracts - Assets
Total Forward contracts - Liabilities

1,736,250,000
(1,790,614,820)

15,711,408,830
(15,770,488,889)

124

2018 REPORT – ECONOMIC GROUP

TABLE OF
CONTENTS

THE REPORT

LETTER FROM
THE PRESIDENT

PROJECTING
DEVELOPMENT

CORPORATE
GOVERNANCE

INSPIRED BY
ITS ESSENCE

ECONOMY
AND FINANCE

NONFINANCIAL SECTOR
b) Forward Operations

FORWARD PURCHASES OF FOREING CURRENCY - NONFINANCIAL SECTOR

DECEMBER 31, 2018

Debtors for purchase transactions forward foreing currency
Creditors for purchase transactions forward foreing currency

2,763,669,744
(2,622,000,000)

FORWARD SALES OF FOREING CURRENCY - NONFINANCIAL SECTOR

DECEMBER 31, 2018

DECEMBER 31, 2017
3,370,048,816
(3,443,700,000)

DECEMBER 31, 2017

Receivables from sales transactions forward foreing currency
Creditors for operations through forward foreing currency

5,395,200,000
(5,535,455,229)

11,188,000,000
(11,188,915,446)

Total Forward contracts - Assets
Total Forward contracts - Liabilities

8,158,869,744
(8,157,455,229)

14,558,048,816
(14,632,615,446)

C.19 RELEVANT INFORMATION FOR THE YEAR
a) Issuance of subordinated bonds:
Given the need to strengthen the Bank’s effective equity and as a result of the constant and gradual increase in assets, on April 26, 2013, the Extraordinary General Assembly granted
the Board of Directors the authority to issue subordinated bonds in Paraguayan Guarani and USD, up to a maximum equivalent of PYG 150,000,000,000 (Paraguayan Guarani one
hundred and fifty billions).
The Board of Directors approve, in Acts No. 008/2015 dated August 18, 2015 and No. 010/2015 dated November 25, 2015, the issuance of subordinated bonds under the schemes of
the Global Issuance Program denominated G2 and USD2, to the amount of PYG 50,000,000,000 (Paraguayan Guarani fifty billions) and USD 18,630,000 (American Dollars eighteen
million six hundred thirty thousand) respectively.
According to Resolution SB. SG. No. 00027/2016 dated February 26, 2016, the Superintendency of Banks has authorized the issuance of Subordinated Bonds in local and foreign
currency up to a maximum equivalent amount of PYG 150,000,000,000.
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Data for effectuated issuances is displayed bellow:

SERIE
1
2
Total

ISSUE CURRENCY

ISSUE AMOUNT
US$
US$

DATO OF ISSUE

10,000,000
8,630,000
18,630,000

DUE DATE
4/25/2016
5/26/2016

EXPIRY DATE
4/24/2023
5/25/2023

2555 days
2555 days

With respect to subordinated bonds in Paraguayan Guarani, as of the date of issuance of these financial statements, the Bank has not yet offered them in the market.
b) Banking Law:
On December 19, 2016, the Executive Power put in force Law No. 5.787/16 of Modernization and Strengthening of Standards that Regulate the Functioning of the Financial System.
This Law modifies several articles of the Law 861/96 “General Law on Banks, Finance Companies and Other Credit Institutions”. The new Law in force allows greater powers to the
Central Bank of Paraguay to arrange, through resolutions, modifications on the required minimum capital, calculation of the effective equity and risks weightings, among others.
It also applies greater requirements in the provision of information on shareholders, regardless of their percentage of participation in the regulated entities, and communication on
changes in the directive board of the regulated entity. The financial entities operating in Paraguay must comply with the new regulatory environment insofar as the Central Bank of
Paraguay issues the regulations of the Law.

D. EQUITY
D.1. EFFECTIVE EQUITY
The effective equity constitutes the basis for determining limits and operational restrictions established by the Superintendency of Banks of the Central Bank of Paraguay, for financial entities operating in Paraguay.
The Bank’s effective equity as of December 31, 2018 and 2017, is PYG 1,707,817,000,000 and PYG 1,606,129,000,000, respectively.
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Law 5787 dated December 19, 2016 establishes the composition of the core capital (Tier 1) and of the supplementary capital (Tier 2) for financial entities, with the purpose of calculating their equity solvency. This Law also establishes the minimum ratio that must exist at all times between the core capital and the amount of risk-weighted assets and contingents,
in national or foreign currency, including local and abroad branches; which may not be less than 8%. In the case of the minimum ratio between both the core capital (Tier 1) and the
supplementary capital (Tier 2) jointly, and the total amount of assets and contingents of a financial institution weighted by their risk, in national or foreign currency, including its local
and abroad branches; it may not be less than 12% nor required greater than 14%.
As of December 31, 2018 and 2017, the Bank maintained the following ratios:

DECEMBER 31, 2018
Tier 1 - Main capital
Tier 2 - Main capital + Supplementary capital

DECEMBER 31, 2017
13.64%
15.99%

14.63%
17.70%

D.2. MINIMUM CAPITAL
The minimum capital indexed for inflation in 2017 that, according to dispositions of the Central Bank of Paraguay, is mandatory to hold as paid in capital, for banks operating in the
Paraguayan financial system, an amount of at least PYG 52,257,000,000 as of December 31, 2018 (PYG 50,000,000,000 as of December 31, 2017). The eventual deficit of capital with
regard to the annually required minimum capital must be covered prior to the end of the first semester of each year.
As of December 31, 2018, and 2017, the Bank had a paid in capital in common and preferred shares of PYG 1,087,787,800,000 and PYG 1,001,408,000,000, respectively, which exceeded the minimum amount required by Central Bank of Paraguay’s regulations as of such dates.

D.3. ACCUMULATED RESULTS ADJUSTMENTS
The Chart of Accounts and Guidelines of the Central Bank of Paraguay sets that adjustments to prior years’ earnings must be record in the income statement, without affecting the
Bank’s equity balances. At December 31, 2018, the net adjustment results in a profit of PYG. 6,303,958,828 included in the chapter “Adjustment to prior years earnings” (profit of PYG.
3,843,791,219 at December 31, 2016).
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E. INFORMATION REGARDING CONTINGENCIES AND MEMORANDUM ACCOUNTS
a) Contingency accounts
The balance of contingency accounts as of December 31, 2018 and 2017 mainly corresponds to approved credit lines to debtors for credit card transactions, credits granted on current
accounts, and other approved credit lines pending of utilization. These credit lines as a whole do not exceed 10% of total assets.
The Bank has the following balances recorded in contingency accounts, related to commitments or to responsibilities inherent to the line of business:

ITEMS
Guarantees provided
Documentary letters of credit to be negotiated
Lines of credit to be used in current accounts
Lines of credit to be used through credit cards
TOTAL

DECEMBER 31, 2018

DECEMBER 31, 2017

356,355,327,373
112,521,840,133
302,657,349,043
320,042,011,008
1,091,576,527,557

220,331,893,493
139,396,169,326
270,572,287,784
294,928,774,947
925,229,125,550

DECEMBER 31, 2018

DECEMBER 31, 2017

13,637,830,795,274
1,449,872,028,782
83,214,157,383
790,855,157,732
1,136,633,421,355
17,098,405,560,526

11,861,944,246,667
876,886,644,838
28,883,903,614
540,266,487,258
616,325,933,654
13,924,307,216,031

b) Memorandum accounts
The memorandum accounts are comprised as follows:

ITEMS
Guarantees received
Administration of securities and deposits
Documentary collection
Sale and transfer of portfolio
Other memorandum accounts
Total
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F. INFORMATION REGARDING RESULTS
F.1 RECOGNITION OF INCOME AND LOSS
The Entity applied the accrual method in recognizing income and allocating expenses or incurred costs, with the following exceptions, referred to the fact that income is recognized
as profit upon collection, as set forth by Resolution No. 1, Act No. 60 issued by the Central Bank of Paraguay on September 28, 2007, and its subsequent amendments and additions:
a) Financial products accrued and not collected, from borrowers with nonperforming loans, and its valuation earnings;
b) Financial products, accrued and not collected related to borrowers and credits classified in categories 2 (not by subjective criteria), 3, 4, 5 and 6; which are recognized as profit
upon collection.
c) Valuation earnings related to debtors with nonperforming and performing loans classified in categories 2 (not by subjective criteria), 3, 4, 5 and 6; which are recognized as profit
upon collection.
d) Deferred income from credit sale of assets, which are recognized as revenue as credits are collected;
e) Valuation earnings from credit sale of assets; and
f) Certain fees for banking services.

F.2 FOREIGN EXCHANGE DIFFERENCES
Foreign exchange differences related to assets and liabilities held in foreign currency are shown in net values under “Valuation of assets and liabilities in foreign currency” of the
statement of income, and their breakdown is as follows:

ITEM

DECEMBER 31, 2018

Income from valuation of financial assets and liabilities in foreing currency
Loss from valuation of financial assets and liabilities in foreing currency
Net foreing exchange differences on financial assets and liabilities in foreing currency
Income from valuation of other assets and liabilities in foreing currency
Loss from valuation of other assets and liabilities in foreing currency
Net foreing exchange differences on other assets and liabilities in foreing currency - profit
Net foreing exchange differences on total assets and liabilities in foreing currency - profit (loss)
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3,716,506,996,435
(3,721,196,458,899)
(4,689,462,464)
20,091,907,611
(26,534,319,646)
(6,442,412,035)
(11,131,874,499)

DECEMBER 31, 2017
4,407,229,100,116
(4,403,881,591,308)
3,347,508,808
17,778,452,253
(15,389,721,153)
2,388,731,100
5,736,239,908
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As described in item (c) of note f.1, the foreign exchange differences related to loans in foreign currency that are nonperforming and/or performing classified in categories “3”, “4”, “5”
and “6”, are recognized as income as they are collected.
The net foreign exchange differences from foreign exchange and arbitrage transactions are disclosed in the lines of the statement of income entitled “Other operating income – Net
gains for exchange and arbitrage operations”.

F.3 CONTRIBUTIONS TO THE DEPOSIT GUARANTEE FUND (FGD)
Under the provisions of Law No. 2334 dated December 12, 2003, financial institutions provide on a quarterly basis, mandatory funds to the FGD administered by the Central Bank of
Paraguay, equivalent to the 0.12% of the quarterly average balances of its portfolio of deposits in local and foreign currency. The amount contributed by the Bank to the FGD for the
years ended December 31, 2018 and 2017 is PYG 49,496,101,269 and PYG 48,004,132,710, respectively. The amounts contributed by the Bank to the FGD, are not recoverable expenses
and are included in the line “General Expenses” of the chapter “Other operating expenses” of the Income Statement.

F.4 INCOME TAX
Income tax which is charged to the results for the year at a rate of 10% is based on book income before tax, adjusted by the items that the law (Law N° 125/91 modified by Law N°
2421/04) and its regulations include or exclude for the determination of net taxable income.
The income tax charged to results of the years ended December 31, 2018 and 2017, is PYG 16,584,098,397 and PYG 18,198,704,353, respectively. These amounts do not include the
provision of the additional 5% rate related to the distribution of earnings mentioned in note c.12.g), since the Bank records this additional income tax charge in the year in which the
Shareholders’ Meeting resolves the distribution. The charge is recorded in the chapter “Other operating expenses” of the Statement of Income.

F.5 INFLATION EFFECTS
No adjustment for inflation procedures have been applied, except as mentioned in note c.9.

130

2018 REPORT – ECONOMIC GROUP

TABLE OF
CONTENTS

THE REPORT

LETTER FROM
THE PRESIDENT

PROJECTING
DEVELOPMENT

CORPORATE
GOVERNANCE

INSPIRED BY
ITS ESSENCE

ECONOMY
AND FINANCE

G. EVENTS SUBSEQUENT TO YEAR END
On January 24, 2019, Banco Regional SAECA proceeded to cancel the balance of USD 300,000,000 of Bonds issued abroad in the year 2014, which had been placed at a 5-year term
and at a rate of 8.125%, thus demonstrating excellent compliance with its obligations to investors and correspondent banks.
Through negotiations carried out during the year 2018, the bank accessed other sources of funding with top-tier Multilateral Entities in the international market, obtaining very
advantageous interest rates and maturity dates, which will permit significant financial savings for the Entity as of the year 2019 and following.
There are no other events after December 31, 2018 that imply significant changes in the equity structure and in the results of the year ended on that date.

OSCAR GODOY SILVERO
Contador General

ROLAND WOLFF
Síndico Titular

EUGENIO OZE DE MORVIL
Gerente General
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RAÚL VERA BOGADO
Presidente Ejecutivo
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4.4.

OPINIONS AND RISK RATING
E X T E RNAL AUDIT OPIN ION

INDEPENDENT AUDITOR’S REPORT
February 28th, 2019
To the President and Directors of Banco Regional S.A.E.C.A.
We have examined the accompanying financial statements of Banco Regional S.A.E.C.A. (the
Entity), which include the statements of financial position as at 31 December 2018 and 2017,
the statements of comprehensive income, changes in equity and cash flows for the years then
ended; and the notes, comprising significant policies and other explanatory information.
Management’s responsibility for the financial statements
Management is responsible for the preparation and fair presentation of the financial
statements in accordance with accounting standards, risk-based valuation and classification
criteria, and presentation standards dictated by the Central Bank of Paraguay. This
responsibility includes: planning, implementing and maintaining a system of internal control
relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable in the
circumstances.
Auditor’s responsibility
Our responsibility consists in expressing an opinion on the Bank’s financial statements based
on our assurance engagement.
Scope
We conducted our audit in accordance to the accounting standards issued by the Council of
Public Accounts of Paraguay and the requirements specified in the Policy Manuals for
Independent auditors established by the Superintendency of Banks of the Central Bank of
Paraguay. Such standards require us to comply with ethical requirements and to plan and
perform the audit engagement with the objective to obtain reasonable assurance about
whether the financial statements are free from material misstatements. An audit engagement
involves performing procedures in order to obtain audit evidence concerning the amounts and
the disclosures in the financial statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risk of material misstatement of the financial
statements, whether due to fraud or error. In making these risk assessments, the auditor takes
account of the internal control system operating within the entity in respect of the preparation
and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, and not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal controls.
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R I SK R ATING
INTERNATIONAL RATINGS
Banco Regional is a financial institution that proves its solvency through evaluations granted by internationally renowned risk rating agencies such as Standard & Poor’s (S&P) and
Moody’s. These evaluations are the result of an efficient and trustworthy management that ensure the capacity of the Bank to comply with the obligations and commitments despite
the volatility and complexity of markets.
Moody’s: (1)
Deposits in Foreign Currency: Ba2/Stable
Deposits in Local Currency: Ba1/Stable
S&P: (2)
BB/Stable

NATIONAL RATINGS (1)
The Board of Banco Regional has appointed the company Feller Rate to rate the solvency of the company locally, i.e., the capacity and intention to comply with its obligations.
Feller Rate:
AApy/Strong (+)

(1) Rating as of April 2019
(2) Rating as of January 2019
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