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PARAGUAY: Current Economic Landscape

Paraguay has shown a remarkable growth record in
the last decade. The,country exhibits a stable
macroeconomic scenaro,with low inflation rates and
sound public finances. The banking,system is well
capitalized and the exchange rate1egime operates
under a flexible and unrestricted-scheme




‘ PARAGUAY: Current Economic Landscape

Economic growth figures
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PARAGUAY: Current Economic Landscape

Positive economic . outcomes have
contributed to improve poverty ratios
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PARAGUAY: Current Economic Landscape
AN

The banking system remdains sound and profitable
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PARAGUAY : AML/CFT AND FINANCIAL

INCLUSION NATIONAL STRATEGIES

Financial inclusion and
AML/CEFT strategies should
be understood as
complementary and
compatible and should not
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collide
Paraguayan aufhorities | PARAGUAYAN STATE
comprehendthat these are . STRATEGIC PLAN
simultaneous challenges | FINEREING GF THE FRULIFERETION
and it is essential to strike @ | Crmm
balance |
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Current framework in Paraguay

~

¢ The Government launched the National
Strategic Plan for Combating AML/CFT

J

¢ The Government is currently elaborating
a National Strategic Plan for Financial
Inclusion, in collaboration with the
World Bank (still to be launched...)
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Strategic Plan of the Paraguayan State for combating

Money Laundering and Terrorist Financing

Money Laundering and fthe al Bank of Paraguay and
Involves the participation of an 20 public institutions and
private entities

This Plan is the result of( an m’rerogency progess that involves a

policy decision adopt t the highest | of government,

sponsored by the President of the Republi supported by the

commitment and t cooperaiion of @ormm Paraguayan
YOIy

It is currently being led by the Sg%j ariat for the Prevention of

institutions in both

Nafure of th %m - _essentially-_fechnical, with guidelines
according ‘;z ew 40 Recom o’nons s =
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Strategic Plan of the Paraguayan State for combating

Money Laundering and Terrorist Financing

The General Objectives are... (§ | O

Establishing an effective system for ting ML/FT
Protecting the integrity of the eco system
Preserving the order and public lonal security

the entire national system

) ﬂ
The main goal is... % ‘P
To organize the P @yc nme efforts towards a more
effective implementation of th /CFT o' A TFP system

The Action Pla CP
Defines strategic-objectives and ¢ refe actions fo accomplish them,
as well as‘identifying responsible i% ons to execute these actions

h

Actions must e coordinatedawit er State efforts against organized
crime and corruption

The Action Plan must be dynamic and capable of updates, revisions and
adjustments as necessary by the Coordination Group, in light of new

challenges that may arise
(] o

The Plan contemplates oth s tives of transversal nature that affect
@ mI a




Strategic Plan of the Paraguayan State for combating

Money Laundering and Terrorist Financing




The Strategic Plan for combating Money Laundering and Terrorist

Financing and its correlation with Financial Inclusion

OBJEC 5

ADJUST THE ACTION PLAN TO COME THE WEAKNESSES IN
THE AML/CFT SYSTEM PROD BY THE INFORMALITY OF THE

G

ACTIONS: ‘p

ADJUST the action p intro \Xg ne asures in light of the
recommendations flowi fron@ study % e impact of economic

informality - RE IBLE A CIES: cial Intelligence Unit and
the Central Bank aguay

ADJUST the a’z ;n plan in a manr

financial inclusion - RESPONSIE AGENCY: Central Bank of Paraguay
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Correlation between Financial Inclusion and AML/CFT

Enhanced AML/CFT risk 2> where financial inclusion products
are unregulated

AML/CFT measures - could pose a significant threat to
financial inclusion, if the latter is not considered when
designing the former

The AML/CFT should be flexible enough > so as to ensure
access to financial services and thus foster financial
Inclusion

c6sits .-
s. Theret
five and ¥€ss

AML/CFT requirements could increase busi
be absorbed by banks and financial institu
financial inclusion products become less attr
profitable
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RBA in current AML/CFT regulations in Paraguay

November 2013 - the Financial Intelligence Unit issued
new regulations - according to FATF standards

RBA > mandatory for the entire financial system
(including banks,  financial institutions’ and foreign
exchange companies) when implementing AML/CFT
policies and procedures

Central Bank of Paraguay =2 in charge of supervising
compliance with AML/CFT regulations emanating from
the Financial Intelligence Unit



Establishment of the National

Strategy for Financial Inclusion

971

The President of Paraguay 2> Decree 1971 (July 2014) - created the
o)

Nafional Commission for Financial Incl

N

< Some of the objectives are

2 To reduce poverty ratios and pr a higher living standard

—%TO consolidate a robust and/sta financial system

& To reduce the gap betwee ly and demond%nonciol products

The members of the Cor@ission % @

- The Ministry of Finonc@ @ @
o - The Governor of T@emrol B
riat for Planning @
o

Derechos Res

§ - The Technical S
- The Presid National Institut ooperatives
Moreover, there will be an E ive Secretary (to be appointed by the
President of the Republic), hnical Team and several Committees.

Other participants will include public institutions and the private sector



Establishment of the National

Strategy for Financial Inclusion

Decree N° 1971 (July 2014)

“Financial inclusion seeks to-improve access to a wide range of
high quality and low-cost fincincial services, in a convenient and
opportune manner, under appropriate regulations that are
capable of ensuring consumer protection schemes and
promoting financial.education, in order to increase the financial
capacity of peopie and enhance the decision-making process
involving financialtransactions”
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A Financial Inclusion National Strategy constitutes
a crucial element to reduce levels of poverty



Establishment of the National

Strategy for Financial Inclusion
@
Steps adopted ahea National Strateqgy

S

In March 2013, the Cent ank of Paraguay created the
Department of Finonciolgncl ion, in order 1o girec’r efforts towards

regulating and moni’rorin< eral products red by the financial

sector. %
S @
) ;
The Depor’rmen’r@prises’r mm%os including
i) Banking us
i) Consu ofection
ii) Fmoncméducohon VK

@%
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Establishment of the National

Strategy for Financial Inclusion

/@
Steps adopted ahea National Strateqy

4

- Analysis of demand > conc@@ through a survey, in order to gain
a better understanding o eds associated to a diverse range of
financial services

- Analysis of supply @orm about financial services
vc1||

and products cur
- Revision %@@egulatory fram 9 to establish clear rules for

financial in n products and ’rec’r consumers

Y
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Establishment of the National

Strategy for Financillnclusion
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Available data (supply, demand, regulation)

Assessment and monitoring of developments




FINANCIAL INCLUSION PRODUCTS IN PARAGUAY

The current regulatory framework

v Regulated products
v" Mobile financial services apd-financial inclusion in Paraguay
v Previous scenario and main conicerns (massive but still unregulated market)

v Dual regime = bank-based/'versus nten;bank-based models
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FINANCIAL INCLUSION PRODUCTS IN PARAGUAY

The current regulatory framework

Requlated p %cts

i) Non-banking correspondents (requla’r%\b he Central Bank as of 2011)

A number of different agents e @ to collect and disburse loans, send
and receive money orders, ithdrawals, balance inquiries and issue
statements, provide payment for services

ii) Basic savings occow@quque@b the éﬁ&Bank as of July 2013)

S

d Reduced req@nems toopen/mai an account
d Enable acecounmts to be opened re@ (via mobile phone or other
’rechn “ai means)
Q Only4 o |V|duo|s
d No minimum opening/av @?ﬁoin’renonce balonee
Od  Exclusive use in no’riono@;ency 1
== @



FINANCIAL INCLUSION PRODUCTS IN PARAGUAY:

The current regulatory framework

ii) Basic savings account

d  Wholly or partly exonerated from>fees, costs and expenses inherent
to conventional deposit accounts

d The allowed monetary valyeof fransfers into and out of the account
is significantly lower \than/ limits imposed by\the national AML/TF
authority

Q It may be opened-by a person in thebank, in a non-banking
correspondent, \orremotely.:yvia moile. phone, mobile banking or
other technological means
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In order to regulate this product, the Central Bank too
consideration previous regulations (on non-banking
and agents involved in the operation
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FINANCIAL INCLUSION PRODUCTS IN PARAGUAY

The current regulatory framework

iii) E-money accounts (regulated by the Céniral Bank as of March 2014)

The Central Bank established requiremenits that must be met by enfities providing
both non-bank transfers and electronic money'using telecommunication services

Funds should be entirely guaranteed, by the mobile financial company with an
Ou’ro?omous patrimony administered by a fiduciary (trust). There is no money
creatfion

The holder may only have IVaccount per provider
Accounts only allowed inlocal<urrency
Balance may not éxceed at any-fime 1.5 times/minimum wage (= USD 620)

The allowed menetary vatue\sftransfers~info, and out of the account is
significantly lowerthan limitsimposed bythe niational AML/TF authority.

OO0

spro’rec’ring the users from these

Objectives: regulation of certain payments sysier
L Promote financial inclusion, and

payment systems, setting parameters that
Implementation of controls to minimize money

Lack of regulation = Costs to be transferred to4he ®lient > lack of incentives to enter
the formal banking system - proliferatio Tative, non-formal mechanisms
and expansion of ififormal banking sector
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FINANCIAL INCLUSION PRODUCTS IN PARAGUAY

The current regulatory framework

Mobile Financial Services and
Financial Incluk@ﬁh Paraguay

Both e-money accounts and elec payments are instrumental in promoting
financial inclusion by acting as rway for the financially excluded population
to enter the formal banking se¢tor

Paraguay: a suitable place todeve the mobile %lal industry, given its

demographic and econo ondlhons

Low levels of financial i@smn > ol serv@e provided by banks, other
g € ’

financial entities an ulo’red CIC1| institytions (cooperatives) but still with
very low pene’rro’rio

Economic acti ' ighly dependent o ogrlcul’rure and livestock - these
activities ae % for more than 25% In this scenario, money transfers serve
a double purposg (urban to rural a o ers and the other way around)

/4

\ L /&
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FINANCIAL INCLUSION PRODUCTS IN PARAGUAY

The current regulatory f%

Paraguayan moblle fi al indusiry has
expanded atically

v Mobile technology i Ie iIN remote areas (where bank
branches are too ex@ to be establish d)

v' Currently, there o more Ie fmq rwces users than
financial service financial users vs

980,000 users o &mona ces dmg banks and ofher
financial enfif %

v Prolifer s’erTegK: allia e’rween Paraguayan and
intern ompomes 1g o to increase intfernet access

>
TR
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FINANCIAL INCLUSION PRODUCTS IN PARAGUAY

w' framework

Previous scenario aln concerns
g&g ulated market)

(massive but still §
As of March 2014, the fi@ obile mdus’rry reoched 1,200,000

users (in contrast, the fin@ncialsystem had 98 g

Main concerns of unreg m t no consumer
protection, a d|ffe segm hon | of banks, need to
promote financial C|USI J¢ manner and as A
national sTro’reg| echve

Central B arqguqy - reg |'hIS market, seeking o find
a balan markets s’rruc’ru% un’ry HAL&TE- 4 widespread

access an clusion @ 0

é%f
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FINANCIAL INCLUSION PRODUCTS IN PARAGUAY

The current regulatory framework

Dual regime = bank<based versus
non-bank-based models

Bank-based

i) Banks offer individual accounts that can be opened in the bank,
in non-banking correspondents or even remotely

Banks offer individual accounts accessed through non-bank-
managed agen‘neiworks ort chnqoglcal platforms

Banks issue electroni va% ‘hic hded from banks and

l#

redistributed by a nor#®ank cgrres onde ts dirgctly to customers

Non-bank baseb ,
ii) Non-banking entitieghi s,ue ele |c alue while holding a
floating ratio1:1 in a'tru nd
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