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SUBJECT: Paraguay - Housing Investment ~uaranty

Attached for your review ~re the recommendations for authorization.
of a housing guaranty in a~ amount not to exceed Four Million
Dollars ($4,000,000) in face amount. assuring against losses (of
not ~o exceed one hundred per centum (100%) of loan investment and
interest) with respect to loans by eligible U.S. investors (Investor)
acceptable to A.I.D. made to finance housing in Paraguay.

No mee~ing will be sCgeduled for this Housing Investment Guaranty.
However, please advise us of your concurrence or objection as early
as possible., but in no· event later than close of business on July
28, 1975. If you are a voting member a poll sheet has been enclosed
for your resp6n~e. .

Development Loan Committee
Office of Development Program
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PART I THE PROJ~~CT
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AID-DLC/P'-'211~) l.

In May of 1971, the Housing Guaranty Review Committee approved using
up to $L} mi Ilion of HG resources to support the growth of the then '
planned savings and loan system in Paraguay. In September of that
year, AID made a $100,000 technical assistance loan to the Government
of Paraguay (GOP) ~e1ated to the formation and development of that
system. During 1972, AID and the GOP signed a development loan for
$2 mil.lion that is'being used by the newly created National Savings
and Loan Bank (BNAP), to purchase mortgages from the new S&L associations.

In September of 1974, in response to BNAP's continued interest in
obtaining a HG lo?n, and at the request of the Mission, a SER/H
team went "to Paraguay to carry out a Shelter Sector Study~ The
team recognized the need to continue to support the S&L system and

"reconnnended that AID support be used' to assist BNAP initiate ne",
programs within'the system aimed at improving the housing situation
for low-income familie.s.

On :April 25~ 1975, the DAEC approved in principle a HG loan for up to
$4 million to initiate such a program. While the PRP proposed a $2
million loan, intensive review indicates that the system needs the
higher amount to accomplish the desired objectives. BNAP and the
League representing the three 8&L associations, have corifirmed their
strong interest in participating in the program.

B. Project Description

The Hou~ing Guaranty loan to the National Savings and Loan Barik 6f
Paraguay (B~P) is designed to encourage the savings and loan system
of Paraguay to adapt its existing organization and capabilities to
undertake) on an ongoing basis the financing, design and implementation
of she Iter programs for 10\l1er income families.

The Loan will make available up to $4 million to the savings and loan
associations of Paraguay to finance approximately:

1) 650 loans to improve; expand and complete existing
houses occupied by low income families (average loan - $750);

2) 750 loans to low income families who own lots to build
a house "-self-help" (average 'loan, - $2000).

3) 625 loans for development and financing of contractor
planned and built projects for low income families
(average loan - $3200).
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In addition,_ BNAP an? the 8&Ls will receive short-term technical
assist~nceto help them adopt their capabilities to admiriister
programs for lower income families.

c. Rationale

The intensive review of elements and factors bearing on this loan
has revealed a positive and favorable environment in which to
develop a lower income housing initiative.

An examination of the current AID program in Paraguay suggests that
this proposed loan w~ll complement the overall foreign assistance
effort. AID inputs have been largely responsible for the develop­
ment of the highly successful savings and loan system which finances
a substantial proportion of the housing that is currently generated
in Paraguay. The development of the savings and loan system has done
a -gr~~t deal to improve the housing outlook for middle-income families.
The sUitability of the savings and loan system, and the demand for such
financing mechanism, is attested to by the success that the system haa
enjoyed. _The project is a 16gical extension of the earlier AID efforta
in Paraguay to expand the e:<isting institutional networkta reG>ch lO'0""'C:l!."

income families.

The existing savings and loan system is responsible and well managed
" with a sound financial and institutional base. It is anticipated that

the system will be ab~e to make the needed adjustments in its staffing
patterns to -meet the new demands placed upon it by this project. There
"l7i11be, however; areas in which short-tenn technical assistance will
be needed to assure success of the project.

There is a suitable existing framework in Paraguay in terms of­
architectural and engineering capabilities to design and contract "the>
housing that is contemplated under the loan. No difficulty is expected
in obtaining the needed land, materials, or supplies. The construction
industry has the capacity to absorb the work involved in the production
of the contractor-built components of this program. The self-help
elements of the program will continue using the same techniques and
materials th~~ have traditionally been utilized.

USAID/Paraguay has expressed its support for the Progra~.

D. Recommendation

On the basis of the points raised and examined during the intensive
review this project paper recormnends approval for a guaranty loan in the
amount of $4 million.



PAHT II PROJECT· ANALYSIS
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A. Institutional Analysis

The HG loan will be channeled through the savings and loan system
"tvhich, . iri Paraguay is composed of two ent:ities --. the ·savings and
loan associations. and th~ regulatory in~titution, BNAP.

1. The National Savings and Loan Bank

BNAP, a government corporation established by Law No. 325 of
December 10, 1971, corrnnenced operations in July 1972. Its principal
functions and'responsibilities are to:

8. Approve and charter savings and loan associations.

b. . Regulate and supervise the administrative, financial and
technical operat~ons of the chartered associations.

c. Provide financial and technical assistance to the associations~

d. P.rovide savings insurance on the accoullts deposited with the
. associations.

e. Provide mortgage insurance of the FHA type.

f. Provide fire and other hazard insurance·on the houses mortgaged
by the associations.

BNAP is governed by a five-man Boar4 of Directors comprJ.sl.ng a
chairman designated by the President of the Republic, one member
named by the Minister of Economy, one member representing the
Central Bank of Paraguay and two members representi.:ng the private
sector.

The organization is composed of the Departments of Fi.nance, Engineering
Administration and Operations and Control. In addition) there are
supporting staff functions of Internal Audit, Legal, and outside
consultants. The total professional staff is about tventy five, which
the shelter sector team has judged adequate for the preseht level of
activities. However, the savings and loan system is growing at a
significant~rate, and corresponding expansion of the B~nk staff is
contemplated.

The Bank has been in operation for three years. All. indications,
including periodic finapcial reports, indicate that BNAP is a well
organized and competently run organization. Certainly the sucess
of the savings and loan organiz~tions is due in large part to effective
BR~P guidance~ .



2. The Savings and Loan Associations

BNAP has chartered three savings and loan associations in Asuncion
as follows:

Progreso, ;; S .A.
Hogar Propio, S. A.
Ahorros Paraguayos, S. A.

January 1973
February 1973
December 1973

A fourth association wlll be operating shortly in Encarnacion.

It appears that the monitoring of the associations by the BNAP is
thorough and extensive. The associat.ions submit periodic reports
giving a full picture of their operations - especially the status
and activity of deposits and mortgage placements. Their success in
attracting savings has already been documented. Mortgaee terms ar.::
a minimum 20%do~.paYment, 11% interest rate, and up to 15 year
terms. BNAP regulations permit terms up to 25 years, hut it has
been the association's' practice to. al1ol1not more than 15 Y~:]l(S c

All mortgage loans may be prepaid by homeowners without penalty.

The associations also provide constructionfina~cingat 11% with
an added 5% bne-time fee. The commercial bank rate for construc­
tion financing is 18% with additional fees.

Regarding the selling 'prices of the mortgaged houses, of the 833
mortgages placed to August 31, 1974, approximately 200 are on units
under $10;000, and. these divide approximately equally among three
categories: Under $5,000, $5,000 to $8,000 and $8,000 to $10,000;

B. Financial Analysis.

The financial soundness of this project is dependent' upon two factors:
the ability of individual borrowers to repay loans to the S&L8 and
the fin~ncial viability of the implementing agencies. The recipients
of individual .10aps,whether for purchase of a new home or for improve­
mentof an existing structure, must demonstrate that family income is
sufficient to make the required monthly home payments and yet still
be able to cover other fixed non-housing expenses. It is assumed that
a family can allocate 25% of its monthly income to housing and 15/~to

home improvements.

Based on this assumption, this 'program is affordable to the target
group as follows:
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Required Approx.
Loan Interest Monthly Monthly Population

Type of Loan . Amount Rate Terms Payment· Income Percentile--- -----" ---~-------..._--
Buy lot .& house $3,150 11% 25 years $31.37 $125~50 50%

Build bouse
on own lot $2,000 11% 25 years $19.61 $ 78.44 30%

Home Improvement $ 750 11% 5 years 16.31 65.00 20%

The financial outlook for the two implementing agencies is bright.
BNAP is operating sligh~ly in the red, which is not unconunon for ne,,,­
ly created institutions) given the high, one-time costs of initiating
operations. Principal sources of income are contributioIls from the
GOP, insurance premiums and commissions, and intere.st collected on
loans to the savings and loans associations.

Considering the short time BNAP has been in operation 1. the finanei.rd
picture iscorisidered favorable and indicates a well-organized an~

competently-rtinorganization.

The Bank is actively attempting to establish a secondary mortgage
market in Paraguay as required by the AID seed capital loan, and has
been attempting to interest commercial banks and insurance companies
to buy its mortgages •. Currently BNAP is allowed to sell individual
mortgages but it will have to await passage of a new law before it can
package and sell participations. The establishment of a secondary mort­
gage market, will, how~ver, be a slow process and will not allevi~te

the Bank's shortage.of capital in the reasonably near future.

The 8&Ls were chartered with an initial capitalization of $150,(IQO
each. Si~ce then they have been exceptionally successful in attracting
savings deposits, arid have far exceeded the mqst optimistic forecast

·in .this regard. The savings accounts of ihe threeassocia~ions as of
December 31, 1974, were as follows:

Progreso
Hogar Propio
AhorrosParaguayos

No. of
. Accounts

3,559
1,995
1,563

Amount in
Dollars

$3,800,357
2,~OO,563

2,501,492

The interest rate on passbook savings accounts is 6% and on most time
accounts 8%, all computed quarterly. These interest rates are attrac­
tive, especially in view of the monetary correction feature and the
tax exemption provided by the GOP.



The associations are required to maintain a 10% reserve on savings
accounts. Though the 8&Ls have been very successful in attracting
savings, the need to meet a tremendous demand for mortgage financing
forced the associations to report to BNAP in January 1974 'for addi­
tional .mortgage funds. As of December 31, 1974, the associations had
made the following morgage commitments:

Progreso
Hogar Pr,opio
Abotios Paraguayos

No. of
Mortgages

346
361
300

1007

Amount in
Dollars

$3,319,341
2,859,738
2,917,5211
$9~096 J 603-

Currently, BNAP allows the savings and loan associations to charge
an interest rate of 11%. The HG loan will be made available to
BNAP at approximately 9-1/2% and to the homeowner at 11%. BNAP \V'ill
retain 1/2 bf one percent and the 5&Ls will keep one percent. Och0r
income is derived 'directly or indirectly from the HG loan. Fi;:~;o;:tr: of
all by opening the system to a large new clientple there should be
a considerable increase in savings - at an estimated' cost of 6-8%
per annum against the 11% earned froin lending, 5econd,per current
practices the 5&Ls are assured a 5% one~time fee on construction loans
made under the program. Third, the 5&Ls will have the income derived
from closing fe~s charged on all mortgages. Finally, the S&Ls will
sell or ··othervlise dispose of their mortgages to raise capi ta 1 ".,hich
can be invested in new mortgage and thereby provide additional income
to the system.

A further incentive to the system can be explained by the fact that
only'one year ago the Asuncion market for mortgages above $15,000 .

. was large enough that the 8&Ls were not interested in smaller mort­
gages. Today the above~$15,000 market is saturated and the $lD-15,000
level is becoming very tight. With an eye to the future, the Asso­
ciations are very much interested in broadening their market bases to
include mortgage for families earning below median i~comes .

. c. Technical Analysis

As concerns architectriral or engineering considerations, this project
proposes no technical innovations. The design of this house is related
to the tradition~l technology of the country; its marketability; pos~

sibilities of expan${on and minimum cost. The contractor~built. house
\vi~lhave two ro~ms, kitchen and .bathroom with a total area of 32 m2 ,
butlt on 3 200 m , lot. .
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The system of construction is the traditional type; cyclopean concret0
footings, brick walls plastered on one side, cement tile flooring, Cl:1Y.
tile roofing, wooden window frames and doors and electrical and sanitary
fixtures. The proposed selling price of this unit as of September 1974
was around $3,500 and the monthly payments would be in the vicinity of
$31/month.

The capacity of the constructiC'n industry is adequate for the undertaking
of this program. Of the 70 builders in Asuncion 4 are large contractors
and 20 are smalleJ:;' ones capable of handling up to 100 unit . housing pro-
jects. There 'is a capability of building 200 above-$15,OOO houses each
month but currently that market is so saturated that only 50-100 of
these units are being built. The trickle-down of this capacity only
would be sufficient to absorb the demand of the contractor~built pro­
ject component of this program. Furthermore, the opening of a ne',;J'
market should provide a favorable environment. for the creation cif ad­
ditional construction compan{es.

In the past, the two· greatest obstacles or risks which builders fa'Lcd
in working with pr9jects for; IOtol--income families were their' i\ilt.:i:bilitj
to secure construction financing and the inability of the In\l~'incomc

families to obtain mortgagefinancing~ This program meets those problems
head Oil by guarantying the availability of short-term construction and
long-term mortgage financing.

D. Social Analysis

This HG project opens ~p the doors of housing financing institutioris
to people "lho were previously excluded.

The direc t beneficiaries of this proj ec t will be those lo\v income fami­
lies II who are able to obtain mortgage financing for new units or for
self-help and home improvement loans through the 5&L system. This proJect
seeks to offer to Asuncion's lower income families a wide range· of hous­
ing options designed to coincide with the families' varying capacities
t6 repay loans. The self-help arid home improvement loans will reach well
below the 50th perc.;entile income level while mortgages for contractor-­
built homes will probably be most appropriate for those families with
near median incomes.

The Shelter Sector team estiniatedthe profile of monthly family incomes·
in metropolitan Asuncion as of September 1974 as follows:

11 for further discu~sion on the target group r~fer to pp. 18-27 6£
the Sh~lter Sector Analysis distributed prior to DAEC consideration
of the Paraguay PRP.
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Honthly Family Incomes Metropolitan Asuncion
(U.s. Dollars). No. of Families % Cum%·

$ 10- 30 Target 6,567 6.91 6.91
30- 61 Ipcome 11,148 11.73 6.91- 18 ..64
61- ·91 Group 14,816 15·59 18.64- 34.23
91-· 122 14,512 15.27 34.23- 49.50

122 183 16,498 17.36 49.50- 66.86
183 244 10,844 11.25 66.86- 78.11
244 366 10,844 11.41 78.11 89.52
366 508 4,.429 4.66 89.52 . 94.18
508 762 3,355· 3.53 94.18 97.71
762 1,016 1,986 2.09 97.71 ·99.80

1,016 152 0.16 99.80

E. Economic Analysis

The most innnediateand significant economic effect \o1ill be emploY€~i£2nt

generation. Assuming housing built under this program is a ne~ acti­
vity, i.e. that these units or improvements would not be built if the
HG loan were not made, then new jobs will be created in the construction
and building materials industries and related activities. There is a
multiplier eff~ct·here which, if successful, could create amass market
for low-income housing and lead to even more employment in the building
trades.

Construction costs in Paraguay have increased markedly since 1972 but
the prit~ of housing has risen at a slower rate than overall prices. 1/
It is not envisioned that this project '''ill seriously impact either th8
cost or availability of constr~ction materials.

On the macro economic picture; Paraguay has experienced relati~ely rapid
ecbnomic growth in recant years and this is expected to continue. The
Gross Domestic Product rose at 7.2% per annum in 1973 as compared with

1
5.3% in 1972 and 4.6% in 1971. On a per capita basis GDP grew at a rate
of 4.4%. in 1973, 2~7% in 1972 and an average of 2.1% during the previous
decade.

Paraguay's impressive record of price stability has suffered a severe
set back over the last three years. The consumer Price Index, which in
1965-1970 increasecl at an average annual rate of only 1.3%, rose in 1971
by 5%, in 1972by 9.2%' and in 1973 by 12.8%. For 1974, consumer prices
rose at an annual rate of about 10%. On the side of wages, Paraguay
labor laws require an automatic revision of minimum wages whenever the
CPI increases by 10%. Although wages have increa~ed by 25% since 1971
and are again due for revision, real ~yages have declined steadily. In
Asuncion real wages declined by about five percent between 1969 and
1973. The'Government is making a strong effort to curb inflation and
keep the: price-wage spired under control.
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F. Policy Analysis

The GriP does not have ~n official housing policy. However, in studying
existing GOP housing development and finance activities, indications
are that there is, in fact, an implicit policy whereby the GOP has
given its,support to ,the private sector as the sector most responsible
for housing finance. This Housing Guaranty program is in reponse to a
request from BNAP (a government corporation), which is an indication
that t:he GOP 'vants to encourage the private sector to meet the financial
needs of low income families.

Other GOP "policies" ,.,hich might influence this program' inelude price
and wage control~building standards and interest rates. A tough stand
against inflation' together with the peggirig of wages to increases in
CPI should help to' assure that the housing needs of, tlH~ target incol.:~C:

group will continue to be addressed. Though metropolitan Asuncion
requires that all construction be issued building permits~ such permics
are normally granted to lower-income families \.;ithout charge or' p,L~Lril

approval.

l'hisprogram is consistent\vith AID's shelter sector,policy:> \.?hich
st~tes that" to the extent feasible, AlD's'shelter assistance should
endeavor to address the shelter needs of the poorer half of a country's
urban populati6n.

G. Issues

1. Consistent with the recommendation by the'DAEC PRJ? revie\>l committee, the
intensive review explored the feasibility of involving Credit Unions
as sub-borrowers for home improvement loans.

Several issues, argueagains t including the credit, unions as sub-barrow·­
ers at this time. There is presently a legal constraint to BNAP provid­
ing financing outside the 8&1. system. Th·e credit unions L:~rid to their
members at a rate of 14% and have no readjustment mechanism.

If and when these legal and procedural questions can be resolved, it
may be possibie for CREPICOOP to become a sub-borrower. In the meantime
discussions wit~ BNAP and the S&Ls should recognize that the credit unions,
might be valuable to the program as a collection service or co-guarantor·
for loans to credit union members.

2. A second issue raised by the DAEC was related to downpayment and ta~ re­
quirements connected with home financing. Downpayments, taxes and closing
costs currently demand that.the homcbuyers have tremendous amounts of
cash at closing. Downpayments of 20% are ~et by law and taxes and clos-­
ing costs normally add anoth~rl0% to the purchase price.



BNAP is· presently' drafting legislation to rcrluce downpnyments and
taxGs and otherwis·e 10001er the closing cos ts. Ano ther poss ibili ty for
easing the financial burden to the homebuY'er at closings would be
to .p~rmi t lega'l closing costs to be included' in the amount of the
mortgage. Personal loans are not faced with the problem of high
closing costs and downpaYments. .

Part III. Implementation and Evaluation

A. Implementation Plan

The role of BNAP is to act as borrower of the guaranty funds on behalf
of the GOP. lriaddition, BNAP will set up the general lending policy
for the S&Ls ; advertise, review and select propo·sa]s for contractor­
built housing projects; establish criteria for primary ldans; l&egulate
and monitor the activities of the S&Lsfor this program;alloc~te funds ..
to the various S&L~; . repay the American investor; and administer the
program irnpleme'nted by the S&Ls. BNAP has basic experienc.e in the .
processing, review and inspection· of housing projects. It ~xp..f.!cts
to boost .its staff \-7ith t\JO technicians and two administrative officers
to handle the HG program.

The role of. the th:ree 8&Ls is to make primary loans either to indi­
viduals purchasing·unitsthrough builder-developed projects, or to
individuals for home improvement and construction activities. The
8&Ls will select and ~dvise applicants, disburse the loans, ·m~ke col~

lections, and repay ·BNAP whiah,in turn, will pay the American Investor •.

BNAP will provide the' S&Ls with a program of norms and procedures to be .
used in dealing with .lower-income families. Short-term te.chnical as­
sistance will be provided the associaL~~.ons to assist them in implementing
BNAP directives, especially as they regard design and modifica.tion of
applicants" self--helpand homeimpt'ovement plans. Each of the S&Ls .
presently have capable technica.2. staffs whL:h may have to be slightly
augmented for this program.

The implementafion plan calIs for HG funds to be drawn down over a
three year period. When the funds become available, it will be BNAP's
responsibility tol.nform the 8&1s hmol much t-Jill be allo'cated to each
institution for self-help and horne iaprovement so that the institution
can begin to make individual loans. For contractor built projects,
BNAP will elicit proposals via competitive bidding op"en to all builders.
BNAPwili irtspect.and evaluate· proposals ·on a· "best project at lowest

. cost bases" and ·the winners will be apportioned to the. various associa­
tions.

(
. \.

f1.1\J .
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AID will ,provide BNAP with sh~rt-term technical assistance in the
following areas:

. . .,

-to establis'hand/or,adopt :the norms and procedures of credit
review to: iower-inc6~e families; ,

-to draw up the specifications for cOlUp~titivebiddingon the
contractorLbuilt' proj ec.ts',fo,r. 16wer-illcom,e families;

-to clarify ~e'tho~s,o,f ~oan collection from lower-,income families;

-to mobilize ,savings from lower-incom~ families;
, . -,'.. - ~, -." ;. ..' . " :. . '. ',':" , '. ':

-to draw up standardized self-help'anclhome i~pr~veIIlent pla~s
for the u,se' 'of lower income families; , .'

I

-to adapt existing FHA~typeinsurancenorms 'and procedures
, shelter al'ternatives for l.ovler-income,~famil~'es~' ' , .

:.Lyic
F ~. ,~

lfuen BNAP ietsthe bids for cont:tacto.r-b~iltp:roj~ct:::;J! th.s t~lP,{·;.~~ifi.~~~j,··'

tions will include a price ceiling affordable by me.dian-irlcmne' fa.mi­
lies. Any subsequent ~letting of bids Hili~e ~ubJect 'to coris't:rtiction
c'ost and income reviel'18. If the price of the ,house should rise~lo' where
it is no longer affor'dClble by median-income families,' reductions may
have to be made in 1ila;terial or design stand~r(fs.

Once a contractor, built project has been cO,Dlpleted, inspected and
certified by BNAP, and once thepr0Spec. tivebuy,ers ! " ereditapproyal
is obtained ,the 8&L6 'Vlil1 make the mortgage 'loans at aboutllJL' t~hile
the 8&Ls will continue to service the mqr,tgagesfora 1%' inter.esty ,

BNAP will' purcha$e ari'd seek to sell, the'se mortgage~ in theSet~~lld'al'Y'
market in'.iorder to' rollover its 'funds . {',: ,'" , .' '.1''\ .

An individual wishing a self-help or home ~mr.>rpvellle~lt. ,le>p.n will Po0 to
an association whe.re he 'tolill fill out ~n application form' and ~npergo

credit and technical reviews.

Employment, salary and land title l'N'ill be c;o.nfirnled and co-signatures
may be required'. Art applicant's proposed de'signwil1'be reviewed 'by
an 8&L' s technical department and if r;l:::;eded, ,modified or redrafted.
If an applicant can provide no buildii:g proposals,- the 8&Ls' will have
standardized BN.A:P.~prepared'p~ans Whichrgaybe sugg.ested. The~f.tLS may
also provide,advis-e oIl''lhtainiIlg,bui1ding permits and/or using local
builders in" a 'pi;lrticu1arly triqky' situation~, . ' , ' , ,

BEST AVAILI'.BLE COpy
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For small horne improvement loans the S&Ls may now accept forms of
collateral other than title, including personal signature loans for
up to 2 years. BNAPrealizes that a2 year non-mortgage loan for
home improvement is clearly too short a term for most low income fami­
lies and therefore should be extended to at least five years. In.the­
case of loans for purchase or construction of new home~, the 5&Ls will
issue mortgages insured and purchased by BNAP •. Under the HG project,
bu;i.lders will be able to obtain construction financing through the
8&1 associations.

The self-help and home improvement components of the program would
assist the savings and loan system to reach lower income families who
already own a piece of land, with or without improvements. The 5&L,
with.BNAP assistance, will put together building guidelines for po­
tential borrowers,so that in most cases, the loans can be covered
with BNAP mortgage insurance. There will be times, however~ particu~

larly in the aase of home j.mprovement loans. where the amount of thc
loan "'ill be relatively small vis-a-vis the value of the lot and
existing structures and the borrowers would not want to give a lie~

nnhis property. As an alternative. the S&L could w..ak.c tJ-K. ;"r.nilrA ~j~~\

the personal recognizance of the borrower. or· other ,collateral, both
of which· are permissible under existing BNAP regulations for the 5&L8.

The following conditions will be negotiated with BNAP as part of t4e
lmplementa tion Agreement. Prior to the first disbursement:·

1~ BNAP will submit for SER/H review arid concurrence a program.
of norms and procedures for the technical and' financial review of all
lower-income applicants for shelter loans. Included within these norms
and procedures will be adequate provisions to assure that 8,~lf~'help and
home-improvemerit C3;nd contractor built mortgage loans are ·suitable·
for those families earning at the 50th per~entile income level or below.

2. BNAP will submit for SER/H review~nd concurrence a program
for the implementation of competitive bidding for the contractor built
homes related to this project. BNAP will also provide a 'plan as to
how selected projects will be apportioned among the several·S&Ls.

3. BNAP will· submit to'AID satisfactory evidence that. the mortgage
terms, downpayments, loan periods and closing fees are suitable to the
target income group •

.4. BNAP and the S&Ls·will supmit to AID detailed projections of
their staffing plans over the· duration of· the drawdown period.
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B. Evaluation Plan

The Logical Framework (Annex A) outlines the basic elements of the
propsoed HG evaluation'system to be used in Paraguay. Subject to
further discussion on the adequacy of this Framework with the GOP,
the borro~erts implementation agreement will contain an evaluation
pian that specifies the elements· and frequecy of periodic'evalua­
.tions to. be conducted, as well asassiSn· responsibiiities to the
institutions that will participate in the Joint evaluation.



PARAGUAY - LOW' INCOME HOUSING GUARA!"iTY lA"-)J.ical Framework Hzttrix Annex A
Sector Goal

To increase the availability
of housing stock for lower
Income residents by stimu­
lating the private and public
sectors to undertake financing,
design and implementation of
shelter alternatives for them.

Project Purpose

To increase the amount of
self-help, home-improvement
and mortgage financing
accruing to lower income
iami lies.

Objectively Verifiable Indicat¢rs,

1. An inc:'ease in the pe::c~nt<1gp. of
urban housing stock afford<:tb Ie
to median and lower income
fami lies.

2. An increase in the annual pro­
duction rate of housing for lcwer
income fami lies.

3. An increase in the number of
self-help and home improvement
loans.

End of Project Status (EOPS)

1. + 1950 10'::,cr income famil:" c"
reachC'c throush one of the 3
housing alternativm offered in
this program.

2. HG resources fully disbursed.

3. Attainment of a level of
domestic financing for target
income group equal to level of
HG financing.

Menns of Verification.

1. BNAP housing census.

2. Municip;:d. building
permit records.

3. BNAP ~nd 5&L records.

1. BNA!:', :3&L di1':;--:U

2. SER!H records and
in-county reviews.

3. lINAP and 5&L records
of funds 23rrrurked for
10w2r iucerne housing.

Imnortant Assumptions

- Uni ts are affordable by lower-income
fami lies.

- Private and public sectors will be
motivated to design, finance and implement
home improvement and housing projects.

- Housing delivery and financing systems
not presently addressing shelter needs of
lower income fami lies.

- 3Ni\.P ret:>our:::~s vlill permit it to continue
'.:0 pruv.LC.':" lOI.f;;-term financing for lower
income fami lies.

- There will be adequate demand for shelter
alternatives offered.

- Developers will be willing and able to
submit com~etitive proposals for housing
projects for lower income families.

DO\Ynpayrnents on mortgages will provide
additional inpetus to system.



Outputs

1. Technical and financial
management staff ~thin BNAP
and S&Ls organized to implement
lower income housing program.

2. BNAP prepares new or revised
standards and procedures upon
which to base technical and
credit reviews for l~~er-

income housing.

3. HG financed shelter loans
for lOWer income families.

Inputs

1. HG loan

2. short-term TA to BNAP and
the S&Ls to adopt norms and
procedures to deal with lower­
income families in areas of
credit review, drafting and modi­
fication of specs and plans,
mobilization of savings and loan
collection.

3. 10% downpayment by home­
buyers.

Magnitude

1. Designation of new or
existing staff to handle program.

2. New standards and procedure:;
for low income housing.

3. a. + 650 $750 loans for
home~mprovement.
b. + 750 $2,000 loans to
lot ~,·mers:.
c. + 62~ $3,150 loan~ on
contractor built homes.

Implementation Target

1. $4 million
a. 2M for contractor-built

. ' projectz.
b. 1.5M for self-built or
owned lots.
c. $.5M for home improvement.

2. 3-4 man months

Means of Verification

1. BNAP, S&L and CU
verification.

2. - BNAP verification.
SEllIn review

3. - ENAr, C&~ r~cords.

- C~ 5it~ reviews.
- Construction cost and

BNAP and S&L records.

Important Assumptions

~ With a small amount of training ·and
slight increase in numbers, existing
staffs at BNAP, S&Ls would have capacity
to implement HG program.

- Technical and credit review standards
will be somewhat lower than at present.

- There 1s an cxitit.lug set of technical
and fi"ancl~l standards.

- I'0=-~~L.i.i..i.Ly vf :.1.1icreased l'uL~lfolio

motivates n~~Ar to concern itself with
low-income home mortgages and to
allocate staff.

- G.O.P. ,rill guaranty R.G. loan.

- Limited li.G. resources can be
allocated for T.A.

- Consultclnts with expertise in the
area of designing and financing low
income houses are available.

BEST AVAIL/iSL.E CCPY
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FLOW CHART
LOW-I~CC~E HOUSING PROJECT
PARAGUAY

B:lAP Techn.l.ca .may
Produce Acceptable

.. Plans & Spilcs· for
1\ppHcants

LOW INCOHE
:A:-~ILY. HOUSInG

SNAP ISDucs
Letter o!
eo:::n!tJnent to]
Horne· or Land .

. er

S&LnJrovide Nen­
Mortgage Self-Help
and Home ImFrovement
Fir.ancinqo

censtruction Phase:
- lIousinq Project ~----JJl:
- Self-Help unit
- Home· Improvement

BNJI.l' Prov des
Coris truction
Financing
Directly (4)
Indirectly (3)

Annex A
:l
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De ni consideración:
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Es de BU conocl.¡.·liBn'~o 'quü ~:J. fji6t(;mti<e,'c:-"l\h~ii~l~c) y.
PréGt1.1!Jo del ParaGuay cuyodcc&rr'olJ.ó y dir~~~i.4n ~~~ ~:~.y ~·;ú~.c."':

. ·mienda al Banco Ho.cionnl dl.~ .Ahorro J:"' :i?:-~St.~lQ., ~l~ ~og:r~''J.(\'' ~n.
éxito nl.1.y apreciable en 108 eh):3 o.llOS .'y medioqi.l.~ tJ~P,~ ..~~: (;~'::i:.~~.
tcnciE'. dobido, primOl'dio.ll:h::ntc, 'que .l~~ f..io.º~d9 '(:apt~~ ~~; ~o,nfi:A~V~~~

dI i' b-" . 'l' 'f' i ' d···'·'· ... : j . .." .,.~ ..e. pl1 ._.~co en a ~..::tc· ¿~ln:C8. m:tn:ls"GI'jiCl.OU o ..nvel"G:;'o~,. {~P ...~;'-:.~1 <1;')":2.

rras privadbs~ JJo anter~or se d,ebc c~ p:lrt9..~~,!'''1?~~,~.:'~~. ~~!,:¡i~~~""i9 qu(.~
la A. I .. D~ nos dió para poner en r,lélrcha·. 'eíJt~ m~can:i.~,l~~ ·~~l:'.¡mcib:r:oc

de \¡.i,vlúüúC1S m0flic:u"Ce l::l í',i'0~it~ ,pi:t¡-¿¡ c¿¡pi~~l ec:(¡n~,+.~a q.llt~ .,CC,l
c
lC,?"·

dió al BD.!1CO en 1971 0 .,'; ,:. .• .., •

.~ .,"' .

. ..' J... . -. . .. .. .' ':"'. - .•.. lit J.,.' '. .

. Duran ~C estos dos UIlon' Y. mcd::t.(I, c~ ~¡~l"et::1a iu:.. ;i:1,:,
pul~t.\dn, n través de. ellS 0pC:l"aCiOnCD, la aQ.tiv,ic.1C\c1 c()n,;:t~'r~c,i;:J7..';~

do vi v:iendas para los scctorcG lnedio.s de ~\leºt.;·fI" ~,~,~,~.~d.~d :u. lo~
cualeó ha dado ,finD.nciúmicntopo~ m.&s de iJ$$1:2 •.º,OO·~9ºº~,,:
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'l\R7\NSIl\TION
5/29/75 (e.L. Elrreridorf),

'.
NATIONAL li1\NK OF, SAVINGS & !.DAN FOR HOUSING,

Asuncion, 21 ~1ay 1975

, ~(C. eliver L'. Sauce I Director
tJSAID/paraguay
City

My Dear Mr. Sauce:

As you are aware, the Savings &' Loan system of Paraguay I the deve10pnent and
direction of which Law entrusts to the BNAP I has enjoyed substantial success
in its bx). and one-half years ofexistenqe, principally because it has been
able to \olin the confidence of the' public in the efficient managexrent anq. 'j

investment of private saving$_ This has, further, been due inp3.t't to ·..the
stimulus that AID gave us to set. in operation this system ,for ho~ing, f:i.nanca,
by vllitue. of the seed capital loan it gave the Banlc'in.1971. .

Well, now, for sorre time'the Bank has been oonsidering rreans that\\1Ould allow
it to focus the System on the financing of low~cost housing to benefit the ,
country IS 10Yler-income families I and to this end we have decided to reqQest
of AID a.'loan of U.S.$4 million ·under the HIG program. This credit will be
used to facilitate the const.:..--ucticnand purchase of new hon)2s, and the iJqJroverrent
of existing dwellings, all for 'families with in~s below the median, .tind \".uuld
be channelledthroi.1gh the paragUayan Savings & IDan System, with the BNAP acting
as Borrower/Administrator

• '.' .' I

With no further ado, .I. greet you cordially,

,Dr.· Eligio' Tanas Franco F. '
President

P.S. We sent to AJD!Paraguay the ·1975 Financial Projection and data on .the
Program, of the System to March 1975."

.e St '

, '
1

1;1J
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20 de. Unyo (1019'/5

E~ti~auo ~cñor Director, , "

Nos es r.rat.o nn~lifc::;tt!rleque esta CÚr.H,tt'é'_, en rC'Prr~Ci!lnt.~\ción
I

'····cl·~ 1.\;"; ti:'\'"" !loc:1.o 1:H1rJf7 fi1.\·': ::'no :t:~t"g1·:ln. tiene. it:.t(:¡-6:J (~¡i ¡::-.:::-
tic:i.lw,i- en 131'C:llitiuci6ndc l"l'ogramaG do ViviendaG pu:-o. oer.:-
toteD de poblaci6n de r:tonores ineroGoa. .

'.

.,.' ,

: 'Para la c0l1cre6i6~·da .cDta ·idca., hemos formado una. Comlci6il
. : ' do ~t\Hlio que formulará los proyectos que perrll! tUll 110Bl\'!' ~

.:,.:;::,,>.·.'dicho c:>bjetivo•. :
~.. ~ .. ~ :.: . . .' ..1>" ....: :~~~. ;:

. ,~... ,

'.' ",

...'.>

." - ~ - ~

. . ~ , :,

-.- .. '.:":":;;';,~,,~~nto~m~,:é\ lo.' conversado. ccm usted en la reunión mcntcniclaúl- .
. '...... . ." .. 'C""J:lo.t1.,n"_t rci tO!"él.L'10G nueotro ·dcDeo de obtenol'" el aGonorcr;::Lt;m-

·· >··~.·:;·.'.>::·~o técnico de· funcionnrio13' .do A.l.D., espccinlizacloa eIlVivio:l-
.. . :>i':;'.:";.'.~:.~;-t+-~ .Ev~::6:;~::.cn.:::; po.r~ ::lse~o,.~c:~nos en e~tQ Proyectu.

;., ~ ~"' . ':;.~:' -. ". '", ....
. ", ..,:' 1lF:JirniGL"lo', cspel't1.r1.oG ;potier"contar para su cjecuc5.611 con la r.~·u~n

.>.:., financiera do lQG J~o't~dos UnidoG t a través ~ol Progracia do Cia­
'. " :t'éliltius 'clcill11lCl'sióncl3 de ·,1:1 ViviendG, de la Agencia pun c:l

. Désarrollo Internacional. ",:.. . \

., . .;.,.1 .En lil ':;~!GU~idUd ,c~·~ ~~:~'c' :'~l: ~r~ye:~to mcncion~ao ,it~l1dri\ unn '!:-.vo-:.
.:' . l:nbll~ ncol}da,· hUn,C¡;:D(I' p~op;'cin, la oCQ~i6n faJ:l·o. :3nl\tt1d:,~:.,'!···r:i~i~·

-. .:ntcilt"""1(J~~¡u;í·,;,.j...:\ ),',:,-::~'-->/ .
. l)'~to Rotoln P. " H

Z
c.rr.1i .¡~. :Ai·~et!~." ..-~·"

/ D~'cctor V1ce Pt • ~~ll EJ~r~1cio
l' ' '.,"; , . , . \

:';'. . . ......, .: .. ".. ' . '.

" ".

, '.

. ".:.' -:

"

1,' "

'.'

"'. ' ..

, . ~ - -.' .Jcnor .~ '.
~OLIVER S~~CE, Diroctor
,Hioi.ón I::Mu(nticCl ele los El!:.UU.

011Cl Pnr'''.\8ua:f. .
. Il.\~. l\"bir.'l:chclt·y Henl. L61~O~
'hc~nci6n . .......-.....--_. ". '.

. '.

n~srAV/l,fL!I[JL[ CO~y



)JI.NSIl':l'TON
'29/75 (C.t. Ebncndorf)

20 May, 1975

. Esteemed Mr) Director:

It is our pleasure to advise YO'll that thisI.eague, representing thetlu:'ee
Societies that compose it, is interested in p:u:ticipating in Housing Programs
for low-incOme sectors of .the lX'pu1ation•

. ''''"

To give substance to this. id~,:t.o,B have fonred a stj1dy' Carrnission which will
devi~e projects which \·,ill allow us to reach their goal.

Following our, discussion. <:It the rece."1t rreetings, we reiterate our wish to
obtain technical assistancefrcm AID ~s specializing· in low-cost housing,

· in connection with this project.
,:.." : -, ;r: c._ ~" ..'. _ .' " •

In a like.fashionj w~ hope to ~.able·to cOunt on the financial assistance of
the u':S~'in its (Project!s) e.fCecution, through the AID/HIG program.

'.- .

with confidence that this project wil1.enjoy a favorable reception, we take
this opfX)rtunity to greet you very warmly.

· _ I .

. /SignecV

ErnestO Rotela P.
... Director

, .

pcnior
OLIVER SAUCE,Director
Hision Economica de .los EE.UU •
en el Paraguay.
Av~ Kubistchek y Mcal~ lopez.

· Asuncion·

/Signed/

'He:.rmi.nioArietti
Vice pte .·enEjercicic;>



A. STATUTORY CHECK;uIST

Sectibn 222 (b) (1) (2)(3) and (4):

The proposed guarantied loan will be for: (1)' private housing
projects of types similar to those insured by the Department
of Housing and Urban Development; (2) credit institution
projects as described in subparagraph 2 of this section;
(3) housing projects ·for lower income families and persons as
described in subparagraph 3 of this section and; (4) projects
that support· cooperatives as described· in subparagraph 4 of
this section.

Section 222 ·(c):

The total face amountbf guaranties, including the one for the
subject project, shall not exceed $550,000,000.

Section 223 (a):
• _<'- _'I "",' ::." ",'. _•.' '~ir \

The A.I.D. guaranty fee will be in an amount consistent with
fees previously charged for housing guaranties authorized by
A.i.D.in accordance with the powers delegated by the President.

Section 223 (f):

The maximum rate of. interest allowable to the eligible U.S.
investor to be prescribed will not be more than one percent
above the current rate of interest applicable ~o housing ..
mortgages insured by the Department of Housing and Urban.' .
Development. .

Section 223 (h):

No payment may be made under any guaranty issued for any loss
arising out of fraud or misrepresentation for which the party
seeking payment is responsible.

Section 238 (c):

The guaranty agreement will cover only lenders who are 'ietigib1e
United States Investors'! within' the meaning of this s.ection 'of
the statute at the time the guaranty is issued.

Section 620:
. /

(

There is no available information prohibiti~g the furnishing
assistance to Paraguay.



UNCLASSIFIED
AID....DLC/::'-21~9

DEPARTMENT OF STATE
AGENCY FOR INTERNATIONAL DEVELOPMENT

'WASHINGTON, D. G. ·20523

GUARANTY AUTHORIZATION

Provided From: Housing Investment Guaranty

.Paraguay: Banco Naciona1 de Ahorro y Prestamo

Pursuant to the authority vested in the Assistant

Administrator, Bureau for Latin America, by the foreign

Assistance Act of 1961, as amended (FAA), and the q~lcgations

of authority issued thereunder, I hereby authorize the issuance

of guaranties pursuant to Section 222 of the FAA of not to

exceed four million dollars ($4,000,000) in face amount,

assuring against losses (of not to exceed one hundred per

centum (100%) of loan investment and interest) with respe9t

to loans by eligible U.S. investors (Investor) acceptable to

A.I.D~ made to finance housing in Paraguay.

This guaranty shall be·subject to the following terms

and cond it ions:

1. Term of Guaranty: The loans shall extend for a

period of up to thirty years (30) from the date of disburse-

ment of the first installment of the loans including a grace



- 2 -

period on the repayment of principal not to exceed ten (10)

..

years. The guaranty of the loans shall extend for a period
" .

beginning with the first disbursement of the loans and shall

continue until such time as the Investor has been paid in

full pursuant to the terms of the loans.

2. Interest "Rate: The rate of interest payable to

the Investor purfuant to the loans shall not exceed the allow­

able,~ate of interest prescribed pursuant to Section 223 (f)

of the FMand shall be consistent with rates of interest

generally, available for similar types of loans.

3. Government of Paraguay Guaranty: The Government of

Paraguay shall provide for a full faith and credit guaranty to

A.I.D. in United States dollars assuring against any and all

losses to,A.I.D. by virtue of A.I.D.'s guaranty to the Investor

or from non~payment of the guaranty fee.

4. Fee: The fee of the United States shall be payable

in dollars and shall be one-half of one per centum (~%) per

annum.of the outstan9ing guarantied amount of the loans plus

the fixed amount of~O,OOO to be "paid as A.I.D. may determine

. upon disbursement of the loan.



5•. Other Terms and Conditions: The guaranty shall be

'" subject to such other terms and conditions. as A.I.D. may deem

necessary.

Assistant Administrator
Bureau for Latin America

Date

/,


