memory and balance 2019

1

...................................................................................................................

ANNUAL
REPORT
...................................................................................................................

2019

Our Mission
“We are a Bank that integrating capabilities of
our collaborators and directors in order to render
products and services contributing to the sustainable
develop-ment of our clients”

Our Vision
“To be a multiple Bank, of persons and companies,
focused on the comprehensive relationship with our
clients”

Corporate Values
Commitment
Professionalism
Team work
Social Responsibility
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OUR BOARD OF DIRECTORS

EXECUTIVE STAFF
JOSÉ JERÓNIMO NASSER ORTIGOZA
JOSÉ LUIS MÓDICA ALSINA
RAMÓN MARCELO ESCOBAR JIMÉNEZ
CARLOS OSVALDO CANESSA VIEDMA

CONOR McENROY

President
Ex Swiss Bank Corporation
ABN AMRO

Vice-President
CEO Abbeyfield Group,
Ex ABN AMRO and HSBC

ROLAND HOLST
Director
Financial Director,
Abbeyfield Group.
32 years of experience
Ex AIB Bank plc Ireland and
United Kingdom

EDUARDO RODOLFO MORÁN

Director
Masters degree in Economy,
PHD in Public Policies
Member of Board of Directors, Bladex
Ex Titular Member of the Board of
Directors, Banco Central del Paraguay
Ex Head, Fixed Income Research,
State Street Global Markets

FRANCISCO ALBERTO OLIVERA MULLIN
OMAR ABDEL FERNÁNDEZ SOSA
PATRICIA ROSA PACHECO CÓRDOVA
ROBERTO NICOLÁS RAMÍREZ BARBOZA

NANNO KLEITERP

Director
Ex Deputy Director General
Banco Santander

Director
40 years experience, Development
Finance
President of Green Fund
President, EDFI
Ex CEO FMO

RAFAEL LOPEZ FRACCHIA

JORGE ROJAS

LISARDO PELÁEZ

Director
Ex Country Managing Partner at
Consultant firms:
Arthur Andersen Paraguay, and
Ernst & Young Paraguay

General Manager

Head, Operations, Administration and IT

Manager, Financial Control

Manager, Corporate Banking

SEBASTIEN LAHAIE

MARTHA ELIZABETH ROCHA YALUK

GARRET KENNEDY
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Syndic
External Auditor
30 years of experience, former
Partner, Coopers & Lybrand
Ernst & Young

JUAN MANUEL CAMERON FRUTOS
NATALIA CAROLINA DUARTE HOUDIN
GLORIA MARÍA GONZÁLEZ ARRIOLA

Manager, Personal Banking and SMS

Manager, Human resources

Manager, Treasury

Risks Manager, Corporate banking

Risks Manager, Personal Banking and SMS

Manager, Internal Audit

Manager, Compliance

Manager, Legal Advisory

Manager, Operational Risks
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CALL TO ORDINARY
SHAREHOLDERS
MEETING
Ordinary General
Shareholders Meeting.

1. Consideration of the Board of Directors’
Annual Report, General Balance Sheet,
Profit and Losses Account, Report from
the Syndic, Proposal on the distribution
of Earnings, and Remunerations of the
Board of Directors and of the principal
and substitute Syndics, corresponding to
the fiscal year closed as of December 31,
2019;

Asunción, April 03, 2020
In accordance with what is
prescribed in Articles 9 and 10 of the
Corporate Bylaws, the Shareholders
of SUDAMERIS BANK SOCIEDAD
ANÓNIMA EMISORA DE CAPITAL
ABIERTO, are called to the Ordinary
General Shareholders Meeting that
will take place on Friday, April 28,
2020, at the hour 10.30, single call,
at the headquarters of the Bank,
located on Independencia Nacional
St., corner with Cerro Corá Street,
of the city of Asunción, in order to
consider the following Agenda:

2. Establishing of the number of
Directors, election of the President,
Vice president and other members
of the Board of Directors; and of the
principal and substitute Syndics,
for the fiscal year corresponding to
2020, and their remunerations;

REPORT TO THE ORDINARY
GENERAL SHAREHOLDERS
MEETING
Dear Shareholders:

Asunción, April 28, 2020
IIn accordance with the legal
and statutory norms governing
our activity, we present for your
consideration the Inventory, General
Balance Sheet, Profit and Losses
Account, Report from the Syndic,
and this Report, corresponding to
the period closed as of December 31,
2019.

As it is customary in this Report, we
present a quantitative and qualitative
review of the most relevant aspects
of the Paraguayan economy during
year 2019.
We present the initiatives that the
Bank has developed during the
period facing the Community.
Finally, we exhibit the results and
outstanding aspects of operations at
our Entity.
The President of the Board

3. Designation of two shareholders to
sign the minutes of the Meeting.

Note:
In order to attend at the Meetings, Shareholders must deposit at the offices of the Bank, with an
anticipation of at least three working days to the date set for the meeting to take place, their shares,
nominative or bank certificates accrediting their holdings. The Bank will deliver the nec-essary receipts
that will serve for admission to the meetings.

11

of Directors.
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PARAGUAY
ECONOMIC OUTLOOK
ECONOMIC ACTIVITY
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WHAT IS ATTRACTIVE ABOUT PARAGUAY

The
Paraguayan
economy
characterized itself at the
international level as one of the
strongest economies in the last
few years, showing sustained
increase for six consecutive
years, from 2013 to 2018, and
with an average growth rate of
4.2%.

01
Young and
inexpensive
work force

02
Macroeconomic
fundamentals

04
Tax rates
at 10%

03
Investments Regime
(Law on Maquila,
Free Trade Zones,
Law 60/90)

ECONOMIC ACTIVITY
IN PARAGUAY
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The growth outlook for year 2019 has
changed. According to data from the
Banco Central del Paraguay (BCP),
the country´s production presented
consecutive decreases during the first
and second half of the year, of -2,5% and
-3,2%, for each quarter. During the third
quarter, GDP reached inter annual growth
of 2,8%, and thence it is quite possible the
GDP for 2019 will close at around 0%.
The 2019 results are explained in the
adverse climatic conditions during the
first semester of the year, principally the
draught at the beginning of the year, and
the excessive rains during the second
quarter: these had a negative impact on the
production in agriculture, cattle ranching,
electricity and water, and on industry. On
another hand, and considering the weight
of border trading for the local economy,
the external situation in Argentina and
Brazil were also not favorable for our
GDP. On the side of demand of goods and
services, the sectors most impacted were
exports, and investments.

m e m o r y a n d b a l a n c e 2 0 19

In terms of sectors, GDP during the third
quarter showed a decrease in production
in Agriculture (-10,3%), electricity and
water (-9,8%), manufacturing (-2,5%). On
the side of demand, exports were negative
with (-2,2%), Investments (-8,1%) and
Consumption, which recorded a growth of
1,6%.

Branch office
Encarnación
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In what refers to the whole of 2019,
BCP estimates for the primary sector
a decrease of -4,7%, and for the
secondary sector –2,4%, while the
third sector expects growth of around
3,3%.

AGRICULTURE
The 2019 agricultural campaign
was affected by climatic
conditions.

17

According to information from CAPECO,
the soybean production was of 7,8
million tons below the 10,2 million
tons of 2018, with a yield of 2.216 Kg/
ha., albeit the area planted was of
3.544.245, above the 3.400.000 has of 2018
With regards to the production of Wheat,
the same reached 1,2 million tons below
the volumes of 2018, with a yield of 2.800
Kg/has in an area planted of 430.00 has.
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On the side of Corn, the same achieved
record production, reaching 5,0 million
tons, with a yield of 5.672 Kgs/ha in an
area planted of 430.00 has.

The products with the outmost
importance in the country are
Soybeans, Corn, and Wheat. Paraguay
also had production in Sugar cane,
rice, sesame, and manioc.

Paraguay outstands globally in areas such as Soybeans, Corn, and Sugar cane,
Sesame, Stevia, among others.

2

nd

largest producer of
Stevia.
Performance of the principal Agricultural items
Source: PwC, with data from the Paraguayan Chamber
of Cereal and Oil seeds Exporters (CAPECO)

SOYBEANS

Source: Paraguayan
Stevia Chamber

10th

4th

largest exporter of
Soybeans.
Source: U.S. Department
of Agriculture

exporter of Rice

Source: U.S. Department
of Agriculture

9th

6th

Soybeans producer.

soybeans processor.

CORN
Tons
Hectáres
Redim. Kg/Ha.

WHEAT
Tons
Hectáres
Redim. Kg/Ha.

Source: U.S. Department
of Agriculture

5

th

exporter of organic
sugar

Fuente: Dpto. de Agricultura
de los Estados Unidos

Tons
Hectáres
Redim. Kg/Ha.

19

6th

exporter of Corn
Source: U.S. Department
of Agriculture

10th

Beef exporter.

Source: U.S. Department
of Agriculture

Source: U.S. Department
of Agriculture
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CATTLE RANCHING
Cattle ranching presented
negative figures for the second
consecutive year in 2019.

According to the BCP estimates, the
decrease was of –0,5%, while that of
2018 had been of –3,2%. Cattle is grown
principally for exports of beef, which were
consequently affected in terms of volumes
exported.
In terms of sectors, the production of
cattle is concentrated in the departments
of Presidente Hayes and Boquerón,
followed by Alto Paraguay, San Pedro and
Concepción.

(*) Includes Buffalos
Data as per First Vaccination period (against Foot & Mouth Disease), 2019.
Source: DIGESETC - SENACSA

Holders of Cattle, and Bovine population registered by department, year 2019
Department
Description

Oriental Region

Occidental Region

Holders

Establishments

Bovine
population (*)

21
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OTHER SECTORS
In spite of the fact that the global
performance of the Economy was
not as good as that of previous
years, some sectors were able
to show growth according to the
estimates of the BCP, albeit with
lesser dynamisms compared
with previous years.

Construction,
Transportation,
Telecommunications, the financial
sector, restaurants and hotels,
household services, services to
companies, presented growth. The
Services sector has achieved growth of
3,3% , below that of previous years: in
2018 it was growing at a rate of 5,0%
and in 2017 at 5,3%.
In the secondary sector, part of the
Industry depends on the Agricultural
production, and in this sense, the
production of derivates of soybeans
also presented decrease in millings,
soybean oils, flours, etc.

Branch office
España
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PRICES
Variation of Prices, measured by
the Consumer Prices Index (IPC),
was of 2,8%; Inflation was below
the level of 3,2% presented in
2018. It is worth mentioning that
the BCP works with Inflation
targets of 4% (+/-2%).

Part of the lower dynamics in prices was
caused by the lower internal demand.
In terms of sectors, there outstand
increases presented in Education, Foods,
Non Alcoholic beverages, and Health
Expenses.

THE FOREIGN
EXCHANGE RATE
Foreign exchange rate. The
exchange rate begun 2019 in
the retail market at an average
of 5.984 Gs. / US$, above the
one recorded in the month of
December, 2018.
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After that, February experienced rates
averaging 6.000 Gs./US$. With the smaller
soybeans crop, the income of foreign
exchange was lower than that of the same
period of the previous year, with an impact
in the prices of the U.S Currency, and the
U.S. dollar on average reached values of
6.099 Gs./US$ in June. By the end of the
year, the average appreciation was of 6,8%.
The price of the U.S. currency was affected
by lower income under the concept of
exports, not just of soybeans, but also
of the principal export items, which
experienced lower incomes. On the other
side, the lower dynamics of the economy
also signified pressure on the demand of
U.S. dollars for imports.

Net International Reserves (RIN). Historically, the Net International Reserves (RIN)
have reached US$ 8.840 million, providing Paraguay with a solid external position.
With these reserves, the capability of the BCP to reduce volatilities in the foreign
exchange rates in case of external shocks is augmented. By December of 2019, the
RIN reached US$ 7.996 million.

Branch office
Villa Morra
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Santa Rita
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MONETARY
In terms of Monetary Regulation
Drafts, the balance as of December
was of about Gs.10 trillion, above
the balance as of December of
2018, when it was of about Gs. 9,3
trillion.

29

The increase is explained in the dynamics of
credit, as the institutions opt to place their
funds at the BCP in spite of the average
yields. With regards to monetary policy, the
same closed December at 4,0%, presenting
a downwards trend during 2019, with 3
modifications thorough the year.
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BANKS
As of December, 2019 the
banking system was comprised
of 16 banks, of which three
entities were direct foreign
branches, and four entities were
banks with a majority of foreign
ownership, nine banks were
owned locally, and there was one
state owned bank.

The total of deposits at banks as of
December of 2019 was of approximately
Gs. 90,7 trillion, while credits to the private
sector reached the amount of Gs. 88
trillion. Overdue loans reached an average
of 2,85%, where the levels of overdue
loans in Consumption were of 4,77%, and
in Commerce, lower than 3,53% the two
were the highest ones.

Branch office
España
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FOREIGN TRADE
Exports totaled around USD12.300
million as of December 2019,
below by -9,8% when compared
with USD 13,7 million under the
concept in 2018

Imports totaled USD 12,2 million , a figure
also below the USD 12,9 million of 2018.
With these data, the result of the foreign
trade was positive, with USD 812,9 million.
A classification of exports by products
observes that soybeans, soy oil, soy flour,
beef, sugar and electricity, presented
decreases in comparison with exports
during 2018, while exports related with the
maquila regime presented increase, such
as the case of plastics, clothes, and textiles, among others.
On the side of imports, consumer
goods decreased by -10,1%, imports of
intermediate goods decreased by -10,6%
and finally, imports of capital goods grew
by 3,8%.

THE FISCAL
SECTOR
With regards to Public Finances,
the continued recovery of
economic activity is reflected
in the increase of tax revenues,
which by December 2019 grew
14,1% with respect to 2018.

Branch office
Villa Morra
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The principal source of revenues of the
Central Administration are tax revenues,
which grew by 9,9% versus 2018. In the
last few years, fiscal revenues is not
sufficient to pay for expenses (both current
expenses, and capital expenses) and in
this manner, in 2019 the fiscal deficit increased, reached -2,8%, according to
preliminary data published. 2019 was an
exception regarding the Law on Fiscal
Responsibility, and the public deficit
needed to be authorized.
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PUBLIC DEBT
The preliminary level of
indebtedness of the Paraguayan
economy was of 21,7% , where
foreign indebtedness bears the
most weight.

Paraguay is very close to reaching a rating
of Investment grade, and it has historically
achieved excellent rates in different
issuances.

35
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PERSPECTIVES OF THE PARAGUAYAN
ECONOMY IN 2020:

At the global and regional levels,
better results are expected
compared with those reached
during 2019

o Principally for Brazil with its
respective impact on the local
economy.
o Argentina would not yet achieve
results that may help, principally
in terms of local commerce.

o Very much related with the
agricultural production, is the
industrial sector, depending on the
raw material of agricultural origin.
The climatic conditions are optimal
so far, and some specialized
entities are even talking about
record production in soybeans.

The Fiscal Reform that became
into effect this year continues to
represent an incentive for foreign
investment

and adding to this the young and
inexpensive work force and the
economic fundaments, make
Paraguay a good destination for
investments.

o Favorable climatic conditions will also
favor the construction sector.
o With this outlook, we would expect
positive results in terms of GDP, and
the BCP estimates growth of 4,1%.

In terms of inflation, it is
expected that the same will end
within the targets of the BCP,
(4%+/-2%).

In terms of foreign exchange rates, having a record production of
soybeans, in spite of international prices trending downwards, it is
expected that the income of foreign exchange above the volumes of the
previous year during the first half, and then the demand for US Dollars
will in-crease during the second half of the year, when importers begin
preparations for year end.

Attention
Elite Branch
Villa Morra

37
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THE WORLD´S
ECONOMY
The world’s economy showed
signs of deceleration during
2019; the principal international
organizations reviewed their
estimates for Global GDP
downward, and the International
Monetary Fund forecasted growth
of 2,9%, below the figure of 3,6%
for 2018. Among the principal
factors affecting the performance
of the economies, there outstand
the trade tensions between U.S.

39

And China, affecting the supply chains,
the production, trade and investment
levels globally as customs barriers
were imposed. Manufacturing in the
principal developed and emerging
economies suffered, given the
uncertainty about the negotiations
that took place thorough the year,
and internal structural problems
in each economy or region, which
experienced levels below those of
previous years. Some signals about
partial agreements appeared by the
end of 2019, bringing release to the
markets. Geo political tensions and
idiosyncratic issues in each country
pushed the global performance
downwards. The economies in the
E.U., The Euro zone, and China, which
are the engines for global growth,
have suffered from such issues,
making the monetary authorities
decide to relax financial conditions by
means of a lowering of rates,

seeking to stimulate credit and consumption, taking into consideration that
inflation rates were below the targets set, and this allowed for a certain margin
of maneuver.

THE GLOBAL
OUTLOOK
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U.S.A.
Economic activity in the U.S.
reached 2,1% in the last quarter,
closing 2019 with a growth
rate of 2,3% according to data
from the Bureau of Economic
Analysis (BEA) ,lower than the
2,9% registered in 2018.

41

A stable growth rate was observed, albeit
below the figures as of the beginning of
the year, and this showed the difficulties
suffered by certain sectors in the U.S.
economy, affected among other factors,
by the trade tensions with China and the
uncertainty generated by negotiations
that were showing little progress, and geo
political tensions.
In this context, Consumption (which
represents 70% of the U.S. economy)
grew by 2,6%, Private Investment grew by
1,8%, Government expenses by 2,3%, and
in the international trade sector, imports
grew by 1% and Exports were unchanged
(0,0%): All of these figures were below the
ones of 2018.

In the last quarters, a deceleration was observed in the principal sectors, being
Consumption, Exports, and Imports, the ones that were affected the most.
Unemployment closed 2019 at a rate of 3,5%, the lowest level in 50 years according
to data from the Bureau of Labor Statistics: in December, 145.000 new jobs were
created, closing the year at 2,1 million jobs created, or below the figure recorded in
2018.

The Federal Reserve decided to cut its
reference rates in three opportunities
during 2019, to a range of 1,50% and
1,75% , this, as a measure in front of
the deceleration observed and the
moderate growth of the economy.
Inflation was stable and with space
to reach the target of 2%, which was
slightly exceeded, closing the year at
2,3%.

With regards to the Dollar, the U.S.
currency strengthened as a decrease
in global risks was observed,
principally regarding the trade war
and stronger confidence in the U.S.
economy.

Economic activity in the U.S. reached 2,1% in the last quarter,
closing 2019 with a growth rate of 2,3% according to data from
the Bureau of Economic Analysis (BEA) ,lower than the 2,9%
registered in 2018.
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CHINA
Economic growth in China
slowed down in the last
quarters: the fourth quarter
closed with an increase of 6%,
and growth for the whole of
2019 was of 6,1%, according
to data from the National
Bureau of Statistics of China.
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The figures remain within the
expectations of the Chinese government.
Economic activity was shaken by the
commercial tensions emerging with the
U.S. since the second quarter of 2019,
but partial agreements by the closing of the year brought certain release
to the Chinese economic agents, and
globally, as well. In order to face the
deceleration, the Asian authorities took
a series of measures among which there
were lowering rates and injec-tions of
liquidity, to stimulate consumption and
reinforce certain sectors.

Urban Unemployment reached 5,2%,
above the percentage recorded in
2018. On another side, retail sales
were growing at a lesser rhythm
versus previous months, and the
Consumption sector grew at a rate of
8%, below the increase of 9% in 2018.
Inflation reached 4,5% by the closing
of 2019.

In this context, the Primary sector
grew by 3,1%, the Secondary sector by
5,7%, and the Third sector by 6,9%.

Economic activity was shaken by the commercial
tensions emerging with the U.S.
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EUROPE
Regarding the Euro Zone, the
slowdown of the economic
activity was a constant: during
the fourth quarter, GDP grew
by 0,1% versus the previous
quarter, and closed 2019 at
1,2%; the principal economies
in the zone were showing a
deceleration similar to the one
at the global level, thus activity
contracted in France and Italy,
and was stagnant in Germany.

The effects of geo political tensions
around Brexit and the future of
relations between the EU and the
United Kingdom, as well as the trade
war, generated uncertainty in the
countries within the community.
Industrial production fell by -2,1%,
principally due to decrease in the same
sector in the three main economies:
Germany, France, and Italy. This, in
front a weak external demand, which
meant for weak economic growth for
the community as a whole.

The
European
Central
Bank
maintained its expansion polity, and
flexed the same even more as from the
second semester, in response to the
deceleration in economic activity,

Unemployment fell to 7,4%, a figure
that is below the one recorded in 2018,
although it remains a high levels in
comparison with other developed
economies.

Center of attention
Plaza Jesuitica

45

The
European
Central
Bank
maintained its expansion polity, and
flexed the same even more as from the
second semester, in response to the
deceleration in economic activity.
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The Head
Office

47
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ARGENTINA
Economic activity remains being
negative, according to data from
the National Statistics and Census
Bureau - Instituto Nacional de
Estadísticas y Censos (Indec):
during the third quarter of 2019,
GDP contracted by -1,7% versus
the same period of the previous
year, reaching -2,3%, and the
Monthly Economic Activity estimate
registered -1,9% in November. The
IMF estimates for 2019 indicated a
decrease of -3,1%.
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During the third quarter, a decrease was
observed in global offer and demand:
-4,4%. Also according to the Indec data,
the largest decrease was observed in
Manufacturing (-4,8%), retail commerce
and repairs, (-5%) and financial
intermediation (-8,5%) and Construction
(-6,9%) being the sectors with the largest
incidence.
Contraction in the economic sectors
deepened in the last few quarters,
balanced somehow by Agriculture, which
recorded positive figures. The U.S. Dollar
closed 2019 with a variation of 58,9%
versus 2018, forcing the Central Bank
to the application of foreign exchange
controls that deepened as the year end
became closer, and allowed for the
reappearance of a parallel market due to
the higher demand.

Inflation also worsened, and closed 2019 with an increase of 53,8%; the measures
taken by the Central Bank, such as the consecutive increases in the rates of reference,
did not contain the increase in the level of prices, which took authorities to exert
stricter control in the prices of products

THE REGIONAL
OUTLOOK
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BRAZIL
Economic activity in Brazil shows
positive signals: during the third
quarter of 2019, GDP grew by
1,2%, higher than in previous
periods, and accruing moderate
growth of 1%.

Branch
Office Spain
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In an analysis of sectors, the third quarter
of 2019 versus the same period of 2018,
showed growth of 2,0% in Agriculture,
while Industry did not record any progress
(0,0%), and within the same, Construction
accrues growth of 0,4%, while decreases
are experienced in Extractive Industry
(-0,9%), and in Transformation Industry
(-0,5%), while the Services sector grew by
1,1%.
Private Consumption was one of the pillars
of the growth in GDP, with 1,7%. Another
sector registering growth was the Gross
Capital formation, by 3%, and Foreign
Trade, measured by Exports and Imports,
rowing at a more moderate rhythm of
1,3% and 2,4% respectively.

The measures taken by the new
Government that begun at the
beginning of
2019, included a
reform in the Previsions system, and
Privatizations to cut costs and decrease
the Public Deficit, which were received
positively by the markets. Within this
context, the Central Bank reduced
the rates of reference consecutively,
closing 2019 at 4,5%.

51

The measure served as stimulus
for Consumption, which grew, and
economic activity in general, as
Inflation remained moderate and
below the target as established, closing
2019 at 4,31%. On another hand,
the foreign exchange rate remained
with an upwards trend, the result of
trade tensions, aversion to risk and
global uncertainty, which forced the
intervention of the Central Bank. The
Real was depreciating by -3,7% versus
the closing of 2018.
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NEWS AND
LAUNCHINGS

53
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Undoubtedly, one of the main
aspects of 2019 was the
launching of Sudameris Leasing,
the first Leasing Company in
Paraguay.

The corporation is comprised of eight
most important dealers in the country,
such as: Automaq, Cóndor, Diesa,
Garden, Kurosu, Rieder, Tape Ruvichá
and Toyotoshi. Through the company,
entities and persons in general may have
access through leasing, to products such
as automobiles, trucks, agricultural
or road machinery. The assets are
acquired by Sudameris Leasing, and
will be delivered to clients during the
period contracted for their use, against
payment of a monthly fee.

Upon the end of the term stipulated in the contract, the client may acquire the
vehicle for a previously set price, or return the same to the leasing company.
Besides tax and financial advantages, the leasing also grants administrative
facilities, since it is Sudameris Leasing the entity that undertakes the
purchase and associated details, positioning itself as the best alternative for
the purchase and renewal of vehicles and machinery.

Launching of
Sudameris
Leasing

55
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The company is comprised by the
eight most important dealers in the
country: Automaq, Cóndor, Diesa,
Garden, Kurosu, Rieder, Tape Ruvichá
and Toyotoshi.

Companies and persons in general
may have access, through leasing, to
items such as automobiles, trucks,
agricultural or road machinery.

Launching of
Sudameris
Leasing

Launching of
Sudameris
Leasing

The assets are acquired by
Sudameris Leasing, and will be
delivered to the client during
the period as contracted for
its use, against payment of
a monthly fee. Upon the end
of the term stipulated in the
contract, the client has the
possibility of acquiring the
vehicle for a price previously
set, or return the same to the
company.
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Besides tax and financial
advantages, the leasing also
grants administrative facilities,
since it is Sudameris Leasing
the entity that undertakes
the purchase and associated
details, positioning itself as
the best alternative for the
purchase and renewal of
vehicles and machinery.

The first leasing company
in Paraguay
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BRANCH AT
MOLAS LÓPEZ
AVENUE
During
2019, we proudly
inaugurated the new branch
located on Molas López Ave, and
Julio Correa, in Asunción

Branch at Molas
López Street
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A space prepared to render visitors with
a great experience, and the best service.
The site has private parking space, a
24 hour lobby, a meeting room, and
all facilities for personalized attention
exceeding the expectations of all of our
clients.
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BENEFITS
PROGRAM
The benefits platform for
our credit card clients has
consolidated as the amplest and
most competitive in the market.

Reimbursement in
purchases of our
customers
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The offer has become a referral in
the banking industry in Paraguay. Its
differentiated features, based on the
multiplicity of items and frequencies,
contribute great value for clients who
every day gain benefits in the usual
and special consumption.
There are some clear examples, such
as alliances developed together with
Biggie, and Farmacenter, two of the
country´s most important retail
stores, affecting all of our clients in a
very positive manner.

All items, All stores
All days of the week. Thorough the
whole country .

61
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NEW WEB PAGE
2019 marked the launching of
our new Web page
sudameris.com.py
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The new digital platform has a renewed
design and user experience especially
thought so that each one visit by our
clients is in line with their expectations.
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Interface
Elite

New functions, and a better distribution
of information, constitute the most
important aspects of this new digital
support in communications with the
Bank.
Interface
Products

Responsive
Web
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PRESENTATION
OF RESULTS
GENERAL MANAGER
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DEAR
SHAREHOLDERS
As all of you know, 2019 was a
difficult year for the economy,
and the country in general.
Nonetheless, we may proudly
state that for Sudameris, it was
a very productive year, both in
terms of growth, and process
optimization, and in terms of
good performance and results.

With regards to the scenario, we may
mention that, after a series of good
years, we had one that was not that
good, above all because of the climate,
which affected us with draughts and
fires during the first half of the year, and
with floods and river overflows during
the second half, a fact that harmed both
agriculture and cattle ranching. This
had a repercussion in the growth of
GDP, of just 0.2%, the lowest in the last
six years, additionally affecting internal
commerce, which was forced to reduce
prices in order to remain alive within the
crisis, and which closed the year with an
inflation of only 2.8%.

In the specific case of Sudameris, we noticed solid growth in our assets and
liabilities portfolios, with good attention to aspects such as efficiency, and
earnings. In the case of the Commerce portfolio, we could observe growth of
33% versus 2018, a rate that is very much above the growth of the system, of
only 11% in 2019.

As was already mentioned, the
growth in the commercial portfolio
occurred while we took good care of
other aspects, such as the levels of
payments in arrears:
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in spite of important growth in
the placements portfolio that we
experienced during the year, the level
of loans in arrears remained at a
level that was practically similar to
that of the two previous years (1.5%),
and well below that of the banking
system, which closed 2019 with
payments in arrears at a rate of 2.4%.
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Our Liabilities portfolio, or funds
received from depositors, also
experienced relevant growth of 21%
in 2019, well above the growth of
deposits in the banking system, of 12%.

In this manner, Sudameris remains
firm in the fifth place in the banking
system, in terms of the size of
portfolios, both in assets and
liabilities.

In terms of operational efficiency,
we were able to take one more
step towards the strategic goal,
and considerably reduced the index
thanks to the work performed both

in terms of larger income generation,
and the containing of expense, thus
aiming to continue improving the
index in the following years.

Finally, total earnings for the
fiscal year, and the indicator
of earnings over equity, are
indicators that show the result of
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healthy growth the bank had
in 2019 thanks to the work it is
undertaking and which is oriented
to replication in the next fiscal years.
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RELEVANT FACTS
WHAT WERE GIVEN
DURING 2019

And which are about the bank’s
commitment with its clients and
collaborators, and the consolidation
we are achieving in following our
strategic planning.

Issuance of Subordinated Bonds,
for an amount of USD 40 million.
These issuances took place in two instances of USD 20 million each, the first one at the
beginning, and the other one, at the end of 2019, and they allowed us to balance the bank’s
growth in 2019, and even in 2020, in accordance with the growth in our budget. It is worth
to clarify that the issuances were all placed in the domestic market, at record rates and
opportunities, thus demonstrating existing trust in Sudameris.

71

Risks Ratings firm,
Feller Rate
In October, we were glad to receive information from our Risks Ratings firm, Feller Rate,
mentioning that our rating changed from AA- with a (stable) trend, to AA- with a (strong)
trend, the result of our ongoing improvements in our performance and efficiency indexes,
while maintaining a growth rhythm above the average in the system, and with good quality
of assets, with sufficient coverage of previsions, and a demonstration of efficient use of
capital.

Opening of the new
Molas López branch
We saw the opportunity to enable one more branch to our network of branches, located
at the corner of Avenida Molas López and Julio Correa, very close to the new corporate
axis of the city. This branch also has the characteristic of being aimed at Elite segment
customers, becoming an important tool for business development with that segment
according to the bank’s strategy.

Business alliances
Increase in the shareholder
participation by FMO
(Netherlands Development Finance Company), a development agency of the Government
of the Netherlands, from 7.5% to 15% in our bank’s shareholding, which constitutes
one more recognition, at the international level, on the performance and work done at
Sudameris.

SUDAMERIS LEASING
One other sign of confidence in the local market was the opening of SUDAMERIS LEASING
S.A.L.F., a new corporation integrated by Sudameris (51%) and eighth other important
vehicle and machinery import and dealership companies. The new company becomes
the first Financial Leasing company in Paraguay, providing a new financing option for the
acquisition of vehicles and machinery, both for persons, and for companies.

In line with the opening of the new Molas López branch, and in accordance with our
strategic plans for growth in the Elite and Persons segments, in 2019 we continued with
the alliance with Avianca airlines and the whole network of Star Alliance, by means of the
Life Miles credit cards, which had begun in the previous fiscal year. Now, we added new
alliances, representing important benefits for our clients.
One of such alliances is the one achieved with the Biggie Express mini markets, with great
acceptance and growth in our market, with a network of 70 sites and in process to reach
120 sites.
One other important alliance was executed with the Farmacenter drugstores network,
with an important reach in our market with over 100 pharmacies thorough the country.
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Benefits

Activities

Besides alliances with specific brands, the bank implemented for its clients a series of
unprecedented benefits consisting in discounts and interest-free payments in installments
for all purchases made with Sudameris credit cards at all dealers, of any brand, in the
following items:

Paddy’s Day

Bars
Restaurants
Coffee shops
Movie theaters
Gourmet stores
Barber shops, beauty parlors, Spas
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In terms of activities performed by the bank, we may mention the Paddy’s Day (Saint
Patrick’s Day), a traditional Irish holiday when our bank, in homage to its roots, organizes
every year, inviting clients, employees and everyone interested to participate, and share
a happy evening in following Irish customs and traditions, such as clothing, music, foods,
and beverages.
Museum Evening
The bank also supported other activities with a rich cultural content, such as the “Museum
Evening”, and different ballet performances presented during the year.
Integration
We must also mention that the bank organized other integration and friendship activities
with the families of collaborators of Sudameris, such as the celebration of:
Labor day,
Sports Olympics
The New year party
Christmas with the family

Travel Agencies
Jewelry stores
Clothing stores
Gas service stations
Vehicle work shops
Household stores (furniture, decoration)

We may finally summarize that during 2019, and in spite of the context, and
thanks to the hard work, commitment and dedication of all the people comprising
the bank we were able to close a great year, of growth and consolidation, and
achieving all goals and a good basis to face the challenges of 2020.
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S TAT E
FINANCIAL
DECEMBER 31, 2019 AND 2018
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Independent Auditors´ Opinion
February 27, 2020.
To the President and Directors of
Sudameris Bank S.A.E.C.A.
Asuncion, Paraguay
We have examined the enclosed financial statements of Sudameris Bank S.A.E.C.A. (the Entity),
which include the Patrimonial Situation Statements as of December 31, 2019 and 2018, the
corresponding Results, Equity Evolution and Cash Flows statements for the fiscal years closed as
of such dates, and a summary of significant policies and other explanatory notes.

II

An audit comprises the performance of procedures in order to obtain audit evidence regarding the
amounts and exhibits in the financial statements. The procedures selected depend on the auditor´s
judgment, including the assessment of risks of material errors in the financial statements due to
fraud or error. In the performance of such risks assessments, the auditor considers the relevant
internal controls related to the preparation and adequate presentation of the entity´s financial
statements in order to design audit procedures that are appropriate under the circumstances, but
not with the purpose of expressing an opinion regarding the effectiveness of the entity´s internal
control.
An audit also includes the assessment regarding the adjustment of accounting policies applied
and the reasonability of the accounting estimates made by the entity´s management, as well as
the evaluation regarding the general presentation of the financial statements. We consider that
the audit evidence we have gathered is sufficient and appropriate to fundament our audit opinion.

Management´s Responsibility regarding the financial statements
Opinion
Management is responsible for the preparation and adequate presentation of the mentioned
financial statements in accordance with the accounting policies, valuation and risk classification
criteria and the norms for presentation issued by the Banco Central del Paraguay. This responsibility
includes the design, implementation and maintenance of relevant internal controls related to the
preparation and adequate presentation of the financial statements so that the same are free from
material error due to fraud or error, the selection and application of appropriate accounting policies
and the performance of reasonable accounting estimates in accordance with the circumstances.
Responsibility of the Auditor
Our responsibility consists in expressing an opinion regarding the mentioned financial statements
based on our audit.
Scope
We performed our audit in accordance with auditing norms issued by the Council of Public
Accountants of Paraguay, and with what is required by the manual of norms and regulations
regarding independent audits prescribed by the Superintendence of Banks, Banco Central del
Paraguay. Such norms require that we comply with ethical requirements and plan and execute
the audit with the object of achieving reasonable assurance that the financial statements are free
from material errors.

In our opinion, the enclosed financial statements reasonably present, in all important aspects, the
patrimonial and financial situation of the entity as of December 31, 2019 and 2019, the results of its
operations, the variations in Equity and the cash flows for the fiscal years closed as of such date,
in accordance with the accounting norms, valuation and risk classification criteria and the norms
for presentation issued by the Banco Central del Paraguay.

PricewaterhouseCoopers
(Signature)
Gaston Scotover (Partner)
Council of Public Accountants of Paraguay
Public Accountant Registration: Type “A”, No. 331
Professional firms Registry No. 2
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NOTES TO THE FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2019 AND 2018
(EXPRESSED IN GUARANIES)
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A. CONSIDERATION BY THE SHAREHOLDERS MEETING
These financial statements of Sudameris Bank Corporación Sociedad Anónima Emisora
de Capital Abierto (hereinafter indistinctly mentioned as “Sudameris Bank S.A.E.C.A.”
or “the Entity”) as of December 31, 2019, will be considered by the next Ordinary
Shareholders AGM to be held in year 2020, within the term as prescribed in Section 28
of the Corporate bylaws, in accordance with Section 1079 of the Paraguayan Civil Code.
The financial statements corresponding to fiscal year closed as of December 31, 2018 were
approved by the Ordinary Shareholders AGM held on April 08, 2019.

b.2

X

Basis for the preparation
of the financial statements

These financial statements have been prepared in accordance with the accounting standards,
regulations and instructions issued by the Central Bank of Paraguay (CBP).
The financial statements have been prepared on the basis of historic cost, except for accounts in
foreign currency and PPE, as explained in paragraphs c.1 and c.8 of Note C, and they do not fully
recognize the effects of inflation on the Bank’s equity and financial position or on its results of
operations, given that full monetary correction does not constitute a generally accepted accounting
practice in Paraguay. According to the General Consumer Price Index (IPC) published by the CBP,
inflation rate was of 2,80% in 2019 and 3,20%, in 2018.

B. BASIC INFORMATION REGARDING THE ENTITY

b.1

Legal
Structure

Sudameris Bank is an Open Capital Share Corporation whose majority shareholder is Abbeyfield
Financial Holdings, domiciled in Ireland. The entity was constituted on June 30, 1958, and its Legal
entity status was recognized by Decree N.510 issued by the Executive Power on September 29,
1958, and registered at the Public Registry of Commerce under N. 197 on August 13, 1959.
On December 15, 2005, the Entity’s Extraordinary General Shareholders Meeting, approved the
change in the Corporate name “Banco Sudameris Paraguay S.A.E.C.A.” to “Sudameris Bank
S.A.E.C.A”, which was registered at the Public Registry of Commerce under N. 304 on March 14,
2006.
The entity develops all activities permitted to commercial banks, in accordance with the laws of
Paraguay and the standards established by the Central Bank of Paraguay (hereinafter referred to
as “the CBP”).
As of December 31, 2019, the Entity had 20 Client attention offices active within Paraguayan
territory. (21 Client attention offices as of December 31, 2018).

(i) Estimates:
The preparation of these financial statements requires that the Entity´s Board of Directors and
Management should undertake certain estimates and assumptions affecting the balances of
assets and liabilities, the disclosure of contingencies, and the recognition of income, and expenses.
Assets and liabilities are recognized in the financial statements when it is probable that future
economic benefits will flow to, or from the entity, and that the different items have a cost or value
that may be reliably measured. If in the future, such estimates and assumptions, which are based
on the best criteria of the Board of Directors and Management as of the date of these financial
statements, should change with respect to the current circumstances, the original estimates and
assumptions will be adequately modified as of the date when such changes occur.
The principal estimates related with the financial statements refer to allowances on assets,
doubtful credit risks, depreciation of PPE, amortization of deferred charges, and provisions to
cover other contingencies.
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(ii) Comparative information:

XII

As of December 31, 2018:

The financial statements as of December 31, 2019, and the supplementary information related,
are presented comparatively with the corresponding statements and supplementary information
of financial year ended December 31, 2018.

b.3

Branches
abroad

As of December 31, 2019 and 2018, the Entity did not have branches abroad.

b.5

b.4

Participation in
other corporations

As of December 31, 2019 and 2018, the entity holds participations in the share capital of Bancard
S.A. and Sudameris Leasing S.A.
The share participation in Sudameris Leasing S.A. represents the initial capital commitment for
the organization of this company. As of the date of issu-ance of these financial statements, the
company’s registration with CPB is in process.
Participations are valued at their cost of acquisition (see Note c.7). Data about the corporations is
as follows:

As of December 31, 2019:

Composition of Capital
and share features

The composition of the Paid in Capital by types of shares as of December 31, 2019 and 2018, was
as follows:
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As of December 31, 2019:

Legal entities holding shares in our Bank entity:

Corporation: Abbeyfield Financial Holdings

The legal persons holding shares of our Entity have the following shareholding

Corporation: Abbeyfield Group Ltd.

Legal entities holding shares in our Bank entity:
Corporation: Abbeyfield Financial Holdings

Corporation: Abbeyfield Group Ltd.

Abbeyfield Trust, has Mr. Conor Mc Enroy as its majority beneficiary

As of December 31, 2018:

Abbeyfield Trust, has Mr. Conor Mc Enroy as its majority beneficiary

XIV
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XVI

C. INFORMATION REGARDING ASSETS AND LIABILITIES
b.6

Names of Board of
Directors and Executive Staff

c.1

Valuation of foreign currency and
Position in Foreign Currency

Assets and liabilities in foreign currency are expressed in the Statement of financial position, at
the rates of exchange in force as of the of each fiscal yearend, which were provided by the CBP
Foreign Exchange Desk, International operations, and do not significantly differ from the rates of
ex-change force in the free foreign exchange market:

Exchanges rates as of December 31, 2019 and 2018

Foreign exchange differences from fluctuations in the rates between date and settlement or year
end valuation date are recognized in results, with the exceptions established in Note f.1.
The following is a summary of the Entity’s foreign currency position:

As of December 31, 2019 and 2018, the foreign currency covered position did not exceed the position
ceiling set by the CBP.
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Balances as of December 31, 2018
c.2

Cash and Cash
equivalents

For the purposes of the Cash Flow Statement, cash and cash equivalents correspond to available
cash, and deposits at the CBP and at other financial institutions.

c.3

Public and Private
Securities

Public Securities in portfolio as of December 31, 2018 and 2017, not quoted at a stock exchange,
which have been acquired at rates and prices offered in the market at purchase date, are valued
at cost plus income accrued at at each yearend closing, which in no case exceeds their probable
realization value.
Private securities acquired by the Entity correspond to monetary regulation bonds purchased from
the public and private sectors, issued in guaranis and in U.S. Dollars. These are recorded at cost
plus accrued income as of each yearend closing. According to the Plan and Manual of Accounts
of the CBP’s Superintendence of Banks, short term private securities which are immediately
realizable and held for no more than one year, are classified in the Caption “Public and Private
Securities”, and those of a longer term in the “Investments” Caption.

(*) As of December 31, 2018 Gs. 110.000.000.000 correspond to Monetary regulation bonds which
availability is restricted, held at the CBP, and guaranteeing operations at SIPAP.

c.4

Assets and Liabilities
with readjustment clause

As of December 31, 2019 and 2018 there were no assets or liabilities subject to Readjustment
Clauses on Principal. However, loans amounting to Gs. 406.511.089.302 as of December 31, 2019
(Gs. 397.631.548.384 as of December 31, 2018), received from the Financial Development Agency
(AFD) that are carried in the accounts Loans from financial entities, and Credits granted by the
entity with AFD resources, have contractual readjustment clauses for their annual interest rates.

Balances as of December 31, 2019

c.5

(*) As of December 31, 2019 Gs.190.000.000.000 correspond to Monetary regulation bonds which
availability is restricted, held at the CBP, and guaranteeing operations at SIPAP.

Credit
Portfolio

Credit risk is controlled by the entity’s Board of Directors and Management, principally through
the evaluation and analysis of individual transactions, considering certain clearly defined aspects
in the entity´s credit policy, such as: demonstrated payment capability, indebtedness of the debtor,
credit concentration in economic groups, individual limits for the granting of credit, evaluation of
economic sectors, preferred guarantees, and working capital requirement levels consistent with
related market risks.
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The credit portfolio has been valued, classified and rated on the basis of the payment capacity
and compliance of the debtors, or of a group of related companies, with respect to their total
obligations, in accordance with the Entity’s the internal policies for credit valuation, and with the
requirements established in Resolution N.1, Minute N.60 issued by the CBP Board on September
28, 2007, to which effect:
a)

Debtors were segmented in the following groups: i) large debtors;
ii) mid-sized and small debtors; iii) micro credits and; iv) personal consumer
o housing debtors;

b)

Debtors have been classified in 6 risk categories, based on the evaluation and
classification of the payment capability of a debtor or of a group of debtors
comprised by related persons, with respect to their total obligations.
A modification of Resolution N° 1/2007 requires that Category 1 be segregated
in three sub categories for the purpose of providing allowances.

c)

Interest accrued on credits outstanding classified in lower risk categories “1” and “2”
have has been recognized as income.
Interest accrued on outstanding and/or overdue credits classified in category “2” and
higher, which had been recognized as income until their default, have been totally
provided for.

d)

Interest accrued on credits outstanding and/or overdue, classified in categories
“3”, “4”, “5” and “6”is maintained in suspense, and is recognized as income upon
collection.
Installment credits are considered overdue upon reaching 61 days in arrears
in any installment, and credits at fixed term, one day after maturity date. See Note f.1.

e)

Valuation earnings generated by those credit operations in foreign currency that become
overdue, or classified in categories “3”, “4”, “5” or “6”, are maintained in suspense
and recognized as income upon their realization. See Note f.1.

f)

Specific allowances have been provided to cover eventual losses that may derive from
the non recovery of the credit portfolio according to the criteria and parameters
set forth in the aforementioned Resolution N.1/2007, of the CBP Board with due
regard to subsequent modifications and supplements.

g)

Generic allowances have been constituted on the credit portfolio according to the criteria
and parameters set forth in the aforementioned CBP Resolution 1.
Additional generic allowances have also been provided as defined by the Entity’s Board
of directors.

h)

Uncollectible credits which are disaffected from Assets in the conditions
established applicable CBP standards, are recorded and reported in memorandum
accounts.

c.5.1

XX

Current Credits,
financial sector

These include placements at term and short term loans granted to financial institutions, both
local and foreign, in foreign and national currency, which have been contracted at the rates and
prices offered in the market at the time of placement.

c.5.2

Current Credits non
financial sector

Portfolio composition:

(*)Represents loans granted with resources from organizations such as FMO, AFD, among others.
(**) Operations pending settlement including those effected with the financial sector are shown in
the following chart:
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XXII

According to the standards for valuation of assets and credit risks established by the Superintendence
of Banks, Banco Central del Paraguay, as of December 31, 2019 and 2018 the portfolio of current
credits (Financial and Non financial sectors) at the entity is risk classified as follows:

Currency forward operations are financial instruments contracted with clients from the financial
and non financial sector, complying with the following conditions:
(a)

their realization value fluctuates in response to changes in the level or price
of an underlying asset;

(b)

they do not require an initial investment, or only a lower investment than in contracts
responding similarly, to changes in market variations;

(c)

they are settled at a future date; contracts providing for future exchange of currencies at
a previously agreed exchange rate (Currency “Forwards”) are initially recorded at their
contractual value; later on, any change in the amount is recognized as results
determined at their nominal value translated at initial spot prices, and all contracts
in foreign currency are updated at the spot rate as of the closing date of the
financial statements.

a)

Includes Principal and Interest, and excludes “Operations pending Settlement”

b)

The allowance percentages and risk categories defined for the classification and
provisions in the portfolio as of December 31, 2018 and 2017, are based on the criteria
established for the purposes of the aforementioned Resolution N. 1/2007, of the CBP
and its modifications. The percentages are applied on book balance less guarantees
considering subsequent modifying CBP resolutions.

c)

Includes generic allowances established by the entity according to the requirements of
aforementioned CBP Resolution 1/2007. These generic allowances are provided on the
total of the credit portfolio, net of Allowances recorded in account 14,000 “Credits
outstanding, financial intermediation non financial sector” and a c c o u n t 16,000 “
Credits overdue, financial intermediation”. Additionally generic allowances
defined by the Entity´s Board of Directors as of December 31, 2019 and 2018.

d)

The balance does not include operations pending settlement shown
in Notes c.5.1 and c.5.2.
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(c)

Includes generic allowances established by the Entity according to the requirements
of the aforementioned CBP Resolution 1/2007. These generic allowances are
provided on the total of the credit portfolio, net of allowances recorded in account
14,000 – “Credits outstanding, financial intermediation - non financial sector”
and account 16,000 “Credits overdue, financial intermediation”. Additionally generic
allowances defined by the Entity’s Board of directors are included as of December 31,
2019 and 2018.

d)

The balance does not include operations pending settlement shown in Notes c.5.1
and c.5.2.

c.5.4

Consolidated Current and Overdue
Credits to the Financial and Non financial sectors

c.5.3		 Credits Overdue, Financial and
Non Financial sector

(a)

Includes principal and interest, and excludes “Unrealized Valuation earnings”.

(b)

The allowance percentages and risk categories defined for the classification and
provisions in the credit portfolio as of December 31, 2018 and 2017, are based on the
criteria established for the purposes of the afore mentioned Resolution N. 1/2007 of
the CBP and its modifications. The percentages are applied on book balances less
guarantees considering subsequent modifying CBP resolutions.

XXIV
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(a)
(b)

(c)

c.5.5
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Includes principal and interest and excludes “Operations pending settlement”
and “Unrealized Valuation Gains.
The percentages of allowance and risk categories defined for the classification and
provisions in the credit portfolio as of December 31, 2018 and 2017, are based
on the criteria established for this purpose in CBP Resolution N.1/2007 and
its modifications.
These generic allowances are provided on the total of the credit portfolio, net of
allowances recorded in account 14,000 – “Credits outstanding, financial
intermediation - non financial sector” and account 16,000 “Credits overdue, financial
intermediation”. Additionally generic allowances defined by the Entity’s Board of
directors are included as of December 31, 2019 and 2018.

c.6

XXVI

Allowances for Direct and
Contingent risks

Allowances for doubtful loans and other assets are determined at the end of each fiscal year based
on a portfolio review performed in order to determine the non recoverable portion of the same and
consid-ering the criteria established for each type of credit risk in CBP Board Resolution N.1/2007.
As required by credit valuation standards established by the CBP Superintendence of Banks and
in accordance with the Entity’s own criteria and policies, management periodically undertakes,
reviews and analysis of the credit portfolio in order to adjust the allowance levels for loans of
doubtful collection. All necessary allowances have been provided for to cover eventual losses on
credits and contingent risks in accordance with the aforementioned standards and criteria. The
movements in the allowance accounts recorded during the years closed on December 31, 2019
and 2018 were as follows:

Other credits
As of December 31, 2019

Composition:

(*) The difference in the total of constitution of Allowances in the current year, of PYG
25.267.379.605.- corresponds to the balance of credits disaffected from assets as uncollectable
which were registered in items 7430020008- Uncollectable Credits - PTMO/TC for the amount
of PYG 24.308.625.279.- and 7430020108- Uncollectable Credits, Overdrafts, for amount of PYG
958.754.326.
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As of December 31, 2018

(*) According to the Plan and Manual of Accounts of the Superintendence of Banks, these
allowances are shown under Liabilities- Provisions and Allowances.

c.7
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As of December 31, 2019

(*) As of December 31, 2019 the Entity has delivered in pledge to Bancard S.A. share certificates
of Bancard S.A. held in the Entity’s portfolio amounting to Gs. 5.121.000.000. face value, as
collateral for all obligations that may derive in favor of Bancard S.A. from credit card operations
and for the balances resulting from operations in Automated Teller machines or Points of Sale of
the Infonet network.
(*) Participation in Sudameris Leasing S.A. Refers to cash deposited for the Entity’s corporate
organization in process of registration with the CBP as of the date of issuance of these financial
statements.

Investments
As of December 31, 2018

Investments represent the holding of fixed or variable income securities issued by the Private
Sector and of assets not applied to the Entity’s operations. They are valued, according to their
nature applying the following criteria:
a)

Assets received in credit recovery: these assets are valued at the lower of the following
three amounts: technical appraisal value, adjudication value, and balance of the debt
immediately before adjudication date, in accordance with CBP rulings. Additionally, for
assets exceeding the holding time limits established by the CBP there for allowances are
provided for in Resolution N.1/2007. Should the holding period reach three years, the
asset value is 100% provided for CBP Resolution N.1/2007.

b)

Variable income investments issued by the Private Sector: Permanent investments in
other company minority participations, are valued at acquisition cost, but not in excess of
their equity accounted for market value.

Composition of the entity’s investments:

(*) As of December 31, 2018 the Entity has delivered in security to Bancard S.A. shares from
Bancard S.A. that are the property of Sudameris Bank S.A.E.C.A., for a nominal amount of G/
5.121.000.000. The shares given in lien guarantee all obligations that may derive in favor of Bancard
S.A. from credit cards operations and balances resulting from transactions in ATMs or POS of the
Infonet network.
(*) Participation in Sudameris Leasing S.A. refers to the deposit undertaking for the constitution of
the corporation as of the date of issuance of these financial statements is in process of registration
before the Banco Central del Paraguay.
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Property, plant and equipment (PPE)

The original values of fixed assets and their accumulated depreciation at the beginning of the year
are revalued up until December 31, 2019 and 2018, in accordance with Law N. 125/91 using the
revaluation coefficients provided to this effect by the Under Secretary of State for Taxation.
The counter value of the net revaluation increase in the assets is recorded in the “Adjustments to
Equity” account.
The cost of improvements extending the useful life of assets or that increase their productive
capability is recognized in the respective asset account. Assets under construction are valued
at cost. Maintenance expenses are charged to income. Depreciation of PPE is calculated by the
straight line method, as from the year following incorporation, applying annual rates established
in the regulations of Law Nº 125/91, which are sufficient to extinguish their value at the end of their
estimated useful life. The residual value of the revalued assets as a whole does not exceed their
recoverable value as of each yearend.
According to banking legislation, financial entities operating in Paraguay are forbidden to pledge
their fixed assets in guarantee, except for those affected by liens in support of financial leasing
operations and those provided to the CBP (Section 70 paragraph. b. of Law 861/96). Banking
legislation sets a limit for PPE investments, at 50% the financial entity’s effective equity. The book
balance of the entity’s PPE as of December 31, 2019 and 2018, is within the established limit.

c.9

XXX

Deferred charges composition:

The item is comprised as follows as of December 31, 2019 and 2018
As of December 31, 2019

As of December 31, 2018

The following is the composition of balances of fixed assets as of December 31, 2019 and 2018:

(*) The entity amortizes Improvements and installation on leased property on the straight line
method, considering a useful life of 5 years.
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XXXII

As of December 31, 2018

c.10

Obligations, debentures
and Bonds issued

The account “Obligations, financial intermediation - Non financial sector” of the statement of
financial position includes subordinated bonds and loans obtained from non financial entities
(IPS), the balances and details of which are the following:
a)

Loans obtained from Non financial entities:

(**) The CBP has authorized the issuance of subordinated bonds in foreign currency up to an
amount of US$ 20.000.000, which have been fully issued by the Entity.
Subordinated bonds will be convertible into share certificates, as a matter of law, should it be
necessary to reach the minimum capital thresholds required by the law, or to make good capital
losses (Law 861/96). Subordinated bonds do not qualify for guarantee coverage as established in
Law 2334/03.

(*) On December 22, 2015 the Social Security Institute granted a loan to Sudameris Bank
S.A.E.C.A. ; the funds received went to the financing of small business and midsized companies.
The loan is guaranteed by Interamerican Development Bank (“the BID).
b)

Composition of Subordinated bonds

As of December 31, 2019

c.11 Limitation to the free availability of assets, or equity, and any
other restriction to property rights.

The following limitations exist as of December 31, 2019 and 2018:
a)
b)
c)
d)

Deposits at the BCP under the concept of mandatory deposits, as described in Note c.17;
Restrictions to the distribution of earnings as described in Note d.5;
Restriction to submit PPE assets in guarantee as explained in Note c.8;
Regulatory restrictions to submit assets components in guarantee, securing Deposits
from the public;
In fiscal years 2019 and 2018, affecting Bankcard S.A. shares submitted as security to
Bankcard S.A.

(**) The CBP has authorized the issuance of subordinated bonds in foreign currency up to an
amount of US$ 40.000.000, which have been fully issued by the Entity.

e)

Subordinated bonds will be convertible into share certificates, as a matter of law, should it be
necessary to reach the minimum capital thresholds required by the law, or to make good capital
losses (Law 861/96). Subordinated bonds do not qualify for guarantee coverage as established in
Law 2334/03.

There are no other limitations to the free availability of assets or equity, or any other restriction to
the property rights.
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XXXIV

c.12 Guarantees granted with
respect to Liabilities
As of December 31, 2019 and 2018, there are no guarantees granted by the entity with respect
to its liabilities, with the exception of Obligations for financial intermediation with the Financial
Development Agency (AFD) (see Note c.13). The corresponding contracts are and will be direct
and unconditional obligations of the Entity, which are privileged credits with respect to any other
obligations and liabilities (current or contingent), not guaranteed and not subordinated, created or
assumed currently or in the future by the Entity.
These loans, which guarantee the obligations with the AFD, correspond to operations under the
concept of portfolio rediscount, approved within the contracts established among both parties.

c.13 Obligations, Financial
Intermediation
Composition:

c.14 Distribution of credits and Obligations of Financial Intermediation
according to maturity and liquidity risk management
As of December 31, 2019

(*) Not including interest, or operations pending settlement.
(**) Not including interest, or operations pending settlement, or obligations, securities issued.
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XXXVI

As of December 31, 2018

c.15 Concentration of the Loans
and Deposits portfolio

c.15.1 Credit portfolio, financial intermediation,
Financial and Non Financial Sector
(*) Not including interest, or operations pending settlement.
(**) Not including interest, or operations pending settlement, or obligations, securities issued.

Liquidity Risk Management:
Liquidity risk is the risk that an entity may find itself in difficulties to comply with obligations
associated with financial liabilities that are settled by delivering cash or other financial assets.
The Entity’s Board and Management control liquidity fundamentally by matching the maturities
of its assets and liabilities, according to strategies for short, middle and long term defined and
monitored permanently both for assets as for liabilities.
Additionally, the entity has defined contingency plans for cases of transitory liquidity needs. The
liquidity position is monitored, and stress tests take place regularly under a variety of scenarios
encompassing both normal market conditions, as well as more severe ones.
All policies and procedures regarding liquidity are subject to the review and approval of the Assets
and Liabilities Committee.

(*) The chart reflects the 10 largest Debtors, the subsequent 50 largest Debtors and on. Amounts
considered in the chart include balances of principal before allowances and Unrealized Valuation
earnings. “Debtors of Accrued financial products” not included.
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c.15.2 Deposits portfolio at term and at sight,
by sector

XXXVIII

(*) The balance includes Principal. It does not include “Operations pending settlement”, 		
“Debtors for accrued financial products, Allowances provided and “Unrealized Valuation gains.
(**) Balances do not include “Interest accrued”, balances of “Loans from financial entities”,
“Loans and from other entities and interest accruals”, “Operations pending settlement” or
“Correspondents”.
(***) Not including “Operations pending settlement”, “Obligations and bonds issued and
outstanding”, “Other obligations for financial intermediation”, or balances of interest accrued”.

c.15.4

Credit portfolio distributed
by economic sector

c.15.3

Concentration by country
and by currency

(*) Includes balances in the captions “Credits financial intermediation – Financial and non financial
sector” and “Credits overdue -financial and non financial intermediation. Not included: Unrealized
valuation gains, and Operations pending settlement, Debtors for Accrued financial product and al
lowances.
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Credits and Contingencies with related

c.17

XL

Deposits at the CBP

persons and companies
Composition:

Financial entities must maintain mandatory deposits in relation to their Deposits in local and
foreign currency in the proportion established in CBP resolutions. The availabity of Mandatory
deposits is restricted.

(*) Corresponds to a single loan for USD. 5,416,064.82 granted to Abbeyfield Financial Holdings
maturing within a term of five years; the source of repayment will be the dividends payable from
earnings generated by the bank in the next five years.
Also included, are Loans through credit cards and balances of lines for credit cards for Directors,
and Executive Staff of the Entity. Interest is collected under market conditions, and is included in
chapter “Financial Income” in the Statement of income.
(**) Corresponding to balances in savings accounts, current accounts and Certificates of savings
deposits held by Directors and Executive Staff. Interest paid within market conditions is included in
the “Financial Losses” caption of the Statement of income.

The minimum requirements for mandatory deposits that financial intermediation firms must
maintain, in their proportion and composition, are calculated by the CBP monthly, on the basis
of data contained in daily reports regarding Deposits in local and foreign currency to be filed by
financial entities. They also must file a monthly schedule detailing the Entity’s Legal mandatory
deposit position on the first day after the closing of each month. This schedule contains the daily
balances of Mandatory deposits in the preceding month, both in local and in foreign currency, and
is a sworn statement.
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Mandatory Reserve deposit – local currency
In accordance with what is prescribed in Resolution of the Board of Directors, CBP No. 30, Minutes
No. 44 dated September 28, 2012, banks must maintain mandatory reserve deposits based on
their deposits in national currency in the following proportion:

XLII

D. SHAREHOLDERS’ EQUITY

d.1

Effective Equity

The limits and restrictions for the operations of financial entities are determined on the basis of
their effective equity
The entity´s effective equity as of December 31, 2019 and 2018 amounted to Gs. 983.510.305.624
and Gs. 689.241.792.543 respectively. Resolution NO. 1, Minute No. 44 dated July 21, 2011 modified
the form of determination of effective equity, establishing Principal Capital, and Supplementary
Capital Circular letter SB.SG N° 1199/2015 dated October 14, 2015, proceeds to update the
Statement for Calculation of Relation between Effective Equity and Risk Weighted Assets and
Contingencies, and the Entity in full compliance with what is prescribed therein.
Mandatory Reserve deposit – Foreign currency
In accordance with what is prescribed in Resolution of the Board of Directors, CBP No. 14, Minutes
No. 42 dates June 11, 2019 (which suspends the force of Resolution 31, Minutes no. 44 dated
September 28, 2012), as from the date of force of the same, banks must maintain mandatory
reserve deposits based on their deposits in foreign currency in the following proportion:

This amount of effective equity, used for the determination of certain limits and operational
restrictions imposed on financial entities operating in Paraguay by the CBP’s Banking
Superintendence, may never fall below 10% of risk weighted assets and contingencies carried by
the financial entities (solvency margin ratio). The CBP may increase the ratio up to 12% (twelve
percent). As of December 31, 2019 the entity maintains this relation at 15,41% (13,28% as of
December 31, 2018).

d.2
(*) Mandatory reserve deposit on deposits at sight and from 2 to 360 days may be used up to a
maximum percentage of 2% of deposits in each mandatory reserve deposit period.

Minimum Capital

According to Article 11 of Law No. 861/96, financial entities must update their Capital each on
year on the basis of the Consumer Price Index calculated by the CBP. The updated valor of the
Minimum Capital for fiscal years 2019 and 2018 is of Gs. 53.720 million and y Gs. 52.257 million,
respectively
As of December 31, 2019 the entity shows Paid in Capital at Gs. 438.749.092.000, which is higher
than the minimum capital for banks required by CBP standards.

c.18

Other facts warranting disclosure
due to their significance.

There are no other relevant facts warranting disclosure.

d.3

Adjustments to Equity

This corresponds to the counter value of PPE revaluation. In accordance with legal standards the
revaluation reserve may be capitalized, but it may not be distributed to Shareholders as earnings
or dividends
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E. INFORMATION ON CONTINGENCY ACCOUNTS
d.4

Adjustments retained earnings or accumulated
results of prior years

Composition:

The CBP Plan and Manual of accounts establish that adjustments to previous years’ results are
to be recorded within the statement of income of the current l year without affecting the entity’s
prior net equity accounts.

d.5

Restriction to the Distribution of Earnings

a)

Legal Reserve: according to Section 27 of Law 861/96, financial entities must carry a reserve
that is no less than the equivalent of one hundred percent (100%) of their paid in capital,
which will be constituted by annual appropriation of not less than twenty percent (20%) of
the net earnings of each financial year to this reserve.
Section 28 of the afore mentioned law establishes that the resources of the Legal Reserve
will be automatically applied to cover the losses recorded in any financial year. In the
following years, the total of earnings must be appropriated to the Legal Reserve until
reaching its minimum level (100% of paid in capital) or the highest amount reached in its
annual appropriation process The amount of the legal reserve may be increased at any time
with shareholders’ contributions in cash.

b)

c)

d.6

Distribution of earnings: According to Law Nº 861/96 “General law on banks and other
credit entities”, the banks authorized to operate, either national or foreign, may distribute
their earnings upon approval of their respective audited annual financial statements by the
Superintendence of Banks, provided such approval occurs within the term of one hundred
twenty days following the financial yearend after which earnings may be freely distributed.
According to tax legislation in force, the distribution of earnings in cash effective as from
fiscal year 2005, is subject to a tax of 5% borne by the Entity, and a withholding income tax,
of 15% in the case of shareholders domiciled abroad.

Earnings per Share

The Entity calculates the net earnings per share based on the net earnings of the financial year,
divided by the number of shares outstanding.

Within the balance of Guaranty bonds, there is the guaranty granted amounting to US$ 53.341.248,75
in favor of the Yacyretá Binational Entity for the account and by order of the Eriday-UTE Consortium.
This amount exceeded the lending ceiling established by Law 861/96 and required the authorization
of the CBP Board of Directors, granted through Resolution N.13, Minute 225 dated November 20,
1997.
There are no other lines of credit that individually exceed 10% of total assets

F.INFORMATION REGARDING RESULTS

f.1

Recognition of profits and losses:

The Entity applied the accrual principle to the effect of recognizing income and expenditures, or
costs incurred, with the following exceptions referred to revenues recognized as profits on the cash
basis (upon their collection), as established by CBP Resolution N. 1/2007, Minute. N. 60:
a)

Financial products, Commission income and collection expense recoveries accrued and
outstanding from Debtors for credits overdue or classified in risk categories above
“Category 2”, which are recognized as income on the cash basis. See Note c.5.

b)

Foreign exchange differences from valuation of credit operations in foreign currency
overdue or classified in risk categories above “Category 2”, which are recognized as
income on the cash basis. See Note c.5.

c)

Unrealized gains and valuation gains on balances in foreign currency arising from
installment sales of assets which are recognized as income upon collection of the credits.
See Note c.5.

d)

Income from adjustment to market values of investments in fixed or variable income
securities quoted in a secondary securities market, which are recognized as income
upon realization. See Note c.7.

e)

Certain commissions for financial and credit services rendered, which are recognized as
earnings upon collection.
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Foreign currency exchange differences

The foreign exchange differences corresponding to assets and liabilities carried in foreign currency
are shown net in the Statement of income line “Valuation of financial assets and liabilities in
foreign currency-net”, detailed as follows:

f.4

XLVI

Income tax

Current:
The Income tax charge provided for the year is based on pretax accounting Net income as adjusted
by the items that tax law and its regulations include or exclude upon determining net taxable
income subject to the 10% tax rate.
In accordance with Law 125/91, modified by Law 2421/04, the distribution of earnings in cash is
taxed at the rate of 5%.
The income tax charge provided for financial year ended December 31, 2019 amounts to
Gs.11.278.253.353 (Gs.11.561.431.749) as of December 31, 2018).
Deferred:
The accounting recognition of deferred income taxation is not foreseen in the accounting standards
issued by the CBP. The Entity determines Income tax applying the current rate on the tax-adjusted
income without considering the effect of temporary differences between accounting income, and
tax adjusted income.
As of December 31, 2019 and 2018, the Entity’s Board of directors estimates that the effect of
deferred assets/liabilities generated by the entity is not significant for the financial statements
considered as a whole.su conjunto.

As described in item b) of Note f.1 above, the foreign exchange differences corresponding to
credits carried in foreign currency, both current and overdue, classified in Categories “3”, “4”, “5”
and “6”, are recognized as income on the cash basis.

f.3

Other operational losses - Others

Composition:

f.5

Fiduciary activities

The entity does not have a Fiduciary Department in order to perform as a Trustee Bank.
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f.6 Contributions to the Guarantee Fund – (“FGD”)

I. MEMORANDUM ACCOUNTS
The balance is comprised as follows:

Law Nº 2.334 dated December 12, 2003, which among other matters creates a new regime for the
legal guarantee of Deposits in the national financial system, with the objective of partial protection
of the savings from the public held at private financial entities authorized to operate by the CBP,
up to the equivalent of 75 minimum salaries per depositor, effective as from third quarter 2004.
Financial entities contribute quarterly to the mandatory Deposit Guarantee Fund created by the
law and managed by the CBP, 0.12% of the average quarterly balances of their deposits portfolio
in local l and foreign currency.
The amount contributed by the Entity to the Deposit Guarantee Fund which constitutes a
non recoverable expense, amounts to Gs. 28.696.136.731 in year 2019 and Gs. 24.499.082.848 in
year 2018 and is included in the General Expenses caption of the Statement of Income.

G.

FACTS OCCURRING AFTER THE 2019 YEAR’S CLOSING DATE

Between December 31, 2019 and the date of presentation of these interim financial statements, no
significant facts of a financial or other character have occurred that may affect the patrimonial or
financial structure or the results of the Entity as of December 31, 2019.

H. EFFECTS OF INFLATION
No comprehensive procedures have been applied for adjustment for inflation with the exception of
the partial adjustment mentioned in Note c.8 to these financial statements.
Accompanying Notes A to I for integral part of these financial statements.

XLVIII
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Jorge Enrique Rojas Rojas
Bachelor, Accounting and Administrative Sciences
Aca Caraya 546 c/Leandro Prieto
Telephones 205722, 204308
Asuncion – Paraguay
Report from the Syndic

Mr.
Conor McEnroy
President, Board of Directors
Sudameris Bank S.A.E.C.A.

1.
In compliance with legal and statutory prescriptions, and with the specific requirements
of Resolution No. 763/04 of the National Securities Commission and of paragraph b) of Article
1124, Paraguayan Civil Code, I have proceeded to the verification of the books of Sudameris Bank
S.A.E.C.A. as well as of the Report, the Patrimonial Situation Statement as of December 31, 2019
and the corresponding Results Statements and Cash Flow Statements corresponding to the fiscal
year closed as of such date. The doc-uments have been prepared by the Bank´s Management for
presentation to the Shareholders Meeting and to the corresponding supervision bodies.
2.
Based on my work, I have not found significant situations to comment, and thus
I recommend the Share holders, the President, and the members of the Board of Directors, the
approval of such accounting statements and the Report corresponding to fiscal year closed as of
December 31, 2019.
Asuncion, Paraguay, February 26, 2020.

Jorge E. Rojas R.
Syndic
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SUDAMERIS
Note:
1/ Loans overdue / Loans
2/ Net Equity / (Assets + Total Contingencies)
3/ Earnings before Taxes / Equity (annual)
4/ 1 – (Administrative expenses / Operational Margin)
5/ (Available + Temporaty Investments) / Deposits
6/ Loans / Deposits

BRANCHES
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Head Office
Edificio Sudameris: Independencia Nacional 513. Tel. (021) 416 6000.
C.P 1301 • Asunción, Paraguay. • Horario: Lunes a Viernes de 8:30 a 13:30 horas.
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