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1. Country progress summary —Paraguay

SBN Member:
O Sustainable Finance Roundtable (member since 2015)
O Central Bank of Paraguay (member since 2016)

SBN Working Group: none

Key milestones since 2018 SBN Report:

O Paraguay’s Central Bank approved a Guide for Environmental and Social Risk Management, to be integrated within the
credit risk analysis of financial institutions (Fls) (December 2018)

O The Paraguay Sustainable Finance Roundtable officially signed up to the Principles for Responsible Banking of the
UNEP FI (May 2019)

O Paraguay has started its sustainable finance policy implementation, and thus progressed from “Formulating”
under the “Preparation” stage to “Developing” under the “Implementation” stage, as indicated in the “Progression
Matrix”.

SBN and IFC role: IFC has provided advisory services to the Sustainable Finance Roundtable through capacity building,
in partnership with the government of Canada. Through SBN, the Sustainable Finance Roundtable has shared its
experience with other SBN members and benefited from the collective SBN knowledge base.


http://www.mfs.org.py/en/
https://www.bcp.gov.py/

Figure 1: SBN Progression Matrix with Assessment Results!?
Assessment based on progress up to and as of June 20192
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1. Please refer to the SBN Global Progress Report for an explanation of the Progression Matrix.
2. Ghana and Thailand launched their policies and principles in August 2019, after the cut-off date of June 2019 for this report.



2. Overview of policy coverage by indicators

policy coverage
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3. Policy coverage developed

Standards
(50)

Pillar I: Strategic Alignment

NDCs and Collaboration
Targets (30) (20)

SBN average Latin America [ Paraguay

Indicator Policy requirement Reference
Alignment with global E&S standards and best market practices

Indicator 1 The E&S Risk Management Guide provides general principles -
and guidance to promote FI’s E&S policies. It mentions
international standards in general as a valid reference source
for Fls.

Alignment to NDCs and with national/regional climate change targets

Indicator 2 - -

Multi-stakeholder collaboration

Indicator 3 The Guide was developed through collaboration between the
Central Bank of Paraguay, the Roundtable for Sustainable
Finance, and the Banking Association of Paraguay.

The Ministry of Environment and Sustainable Development
was also consulted, and similar regulations issued in Brazil,
Peru, Nepal, and Bangladesh were studied.



Products &
Services (40)

Pillar II: Climate and Green Finance

Incentives (15) Reporting (25)

Measurement
(20)

SBN average Latin America [JParaguay
Indicator Policy requirement Reference
Products and services

Indicator 4, 5 The Roundtable for Sustainable Finance aims to promote the -
development of sustainable finance in Paraguay. It is
currently in the process of developing training programs and
green credit lines with the support of multilateral
organizations.

Climate and green investment reporting

Indicator 6 - -

Measurement

Indicator 7, 8 - -

Incentives

Indicator 9 - -



Pillar lll: ESG Integration

Indicator

Policy requirement

Governance of E&S

Indicator
10,11

The Guide provides comprehensive guidance for Fls on the
design and governance of E&S policies.

As part of this, it calls for FI's to define roles and
responsibilities in relation to the implementation of E&S
policies.

It also stresses the need for senior managers to report to
the board of directors on their progress.

E&S risk management

Indicator
12-18

Enforcement

Indicator 19

The Central Bank of Paraguay’s regulation aims to ensure
that FIs apply Article 12 of Law 294/93 “Environmental
Impact Assessment”. It therefore asks Fls to formalize a
proper E&S policy and risk management framework.

This regulation states the need for Fls to publicly disclose
information on their E&S policies and implementation.

The Guide requires Fls to carry out E&S due diligence at
client and transaction levels, and to categorize clients by
risk levels. It defines risk levels, including which levels
require mitigation measures by clients.

The Guide also highlights the importance of monitoring
E&S risks over time, and of regular portfolio-level review.

However, the Sectorial Guides elaborated and applied by
members of the Sustainable Finance Bureau of Paraguay,
establish specific criteria and guidelines for the main
economic sectors of the country: livestock, agriculture and
agroindustry.

Governance
(10)

Enforcement
(30) ESRM (60)

SBN average Latin America [ Paraguay

Reference

ESG risk management guide (Central Bank, 2018) -
Page 11 & 12 - 9.2.1. Responsabilidad del
Directorio

ESG risk management guide (Central Bank, 2018) -
Page 9 - Articulo 7° and Page 12—-9.2.2.6

ESG risk management guide (Central Bank, 2018) -
Page 9 - Articulo 6°

ESG risk management guide (Central Bank, 2018) -
Page - Articulo 11° - Divulgacion de la informacion
ESG risk management guide (Central Bank, 2018) -
Page 9 - Articulo 7° and Page 10 — Aritculo 7°

ESG risk management guide (Central Bank, 2018) -
Page 15 - 9.4.1. Customer E&S Report and 9.4.2
Periodic E&S Reports



4. Policy coverage to be developed

Pillar Sub Pillar Gaps Areas for improvement
Pillar I: Strategic Alignment with global E&S 100% » Reference to international E&S target
Alignment standards and best market » Reference to established international ESRM standards
practices » Reference to established international green finance
reporting standards
» Reference to international climate finance reporting
standards
» Requirement to make E&S policies, practices and results
externally verified
Alignment to NDCs and with 100% » Alignment with national NDCs or other national/regional
national/regional climate climate policies
change targets > Defined main climate risks for local financial sector
Multi-stakeholder collaboration 0% -
Pillar II: Climate Products & services 100% » Definition and examples for green assets
and Green » Comprehensive taxonomy for green assets
Finance » Definition/examples for social/sustainable assets
» Definition/examples for sustainable financial non-debt
products
» Guidelines for green financial assets (excluding green
bonds)
» Guidelines for issuance of green bonds
» Reference to existing standards
» Recommendation of external party verification
Climate & green investment 100% » Requirement of report on climate/green finance flows
reporting » Requirement of report on portfolio climate risk exposure
» Encouragement of public disclosure
Measurement 100% > Requirement to calculate investments' environmental
benefits
» Taxonomy of potential environmental impacts
» Methodologies, tools, templates to measure/report
impacts
» Requirement to monitor climate risk exposure at
portfolio level
> Reference to specific climate exposure methodologies
» Encouragement of mitigation steps
Incentives 100% » Incentives for green financial products/services
» Financial incentives on green products/services
Pillar Ill: ESG Governance of E&S 50% > Fl operational bodies to report to the governing bodies
Integration on E&S strategy implementation
> Highlight the roles of front offices and second lines of
defense
> Requirement to define role competencies
E&S risk management 25% > Encouragement to go beyond local laws and regulations
» Requirement to set objectives/targets
> Training for front officers, second lines of defense, E&S
experts
> Requirement to establish and maintain
inquiry/complaints mechanism to FI’s E&S/ESG practices
» Making E&S/ESG reporting and disclosure more
consistent via principles or guidelines
Enforcement 100% » Framework implementation regularly verify and
information collected
> Financial and/or non-financial incentives for setting up
ESRM
> Sanctions/penalties/warnings for non-compliance
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