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Financial Inclusion: Global Situation

More adults have an account (with a financial institution or mobile money
service) now than three years ago.

51% MPXs 62% ¥

of the world’s adult BILLION of the world’s adult BILLION
population had UNBANKED population have UNBANKED
an account
ekl 1.6 billion have a
mobile phone
2014
2011 Source: FINDEX 2014
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Universal Financial Access

Achieving Universal Financial Access by 2020

Here is the percentage in each focus country:

Mexico
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*“To financial services.
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Focus
Countries

Brazil
24%

Nigeria '

2.7%

=73%

Pakistan

-D
y J Eoypt W

24% | ,
) -
foangladesh ‘g‘ £,
A 3.7% -7
Indonesia
; 5.6%

»

2 billion people lack access to a transaction account.

China<India

=32%

Sources: Global Findex 2014, IMF Financial Access Survey

Philippines 2.2%
Ethiopia 2.1%
Myanmar 1.5%
DRC 1.5%
Turkey 1.2%
Colombia 1.1%
Tanzania 0.8%
Peru 0.8%
Morocco 0.7%
Yemen 0.7%
South Africa 0.5%
Mozambique 0.4%
Kenya 0.3%
Zambia 0.2%
Rwanda 0.2%

of the world's financially excluded

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



Why are people unbanked?

WHY ARE PEOPLE The Global Findex shaws 3/4 of the world’s poor
5 l do not have a bank account, not only because of
U N BAN KE D H poverty, but also due to costs, travel distance

and paper work involved.

S A

59% of adults in developing economies 77% of adults earning less than $2 a day 11% in high-income economies

al

DON'T HAVE AN ACCOUNT AT A FINANCIAL INSTITUTION

In all regions, with the exception of 55%
high income economies, borrowing from of borrowers in developing
friends and family is the most commonly economies use only informal
reported source of credit for current loans sources of credit.

@. | THIS GRAPHIC DRIGINATED ON FACEBOOK.COM/WORLDBANK
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Mobile Money Market Situation

NUMBER OF LIVE MOBILE MONEY SERVICES FOR THE UNBANKED
BY REGION - 2015
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Mobile Money Market Situation in 2015

= 65% markets have 2 or more
live services (60 out of 93
countries).

= |n 2015, MNOs implemented
A2A interoperability in three

markets
*  Madagascar
*  Thailand
« Rwanda

MNO: Mobile Network Operator

One mobile money Two mobile money Three or more mobile Interoperable A2A: Account to Account
service services money services markets

Source: GSMA, 2016

Em

CCITT/ITU-T



Mobile Money Accounts in 2015

. 100 million new mobile money

SOUTH ASIA: accounts in 2015
EUROPE & CENTRAL ASIA: 101.9 MILLION REGISTERED ACCOUNTS
1.7 MILLION REGISTERED ACCOUNTS 27.2 MILLION ACTIVE ACCOUNTS

0.24 MILLION ACTIVE ACCOUNTS - Growth of 31% compared to 33%
' in 2014.

= 19 markets had more mobile
money accounts than bank
accounts.

MIDDLE EAST & NORTH AFRICA:
41.7 MILLION REGISTERED ACCOUNTS

10.7 MILLION ACTIVE ACCOUNTS .

. Chad, Ghana and Liberia,
LATIN AMERICA & THE CARIBBEAN:
17.3 MILLION REGISTERED ACCOUNTS

8.2 MILLION ACTIVE ACCOUNTS I Burundi, Cameroop, DRC
35 MLLION ACTIVE ACCOUNTS. Congo, Gabon, Guinea, Kenya,

Lesotho, Madagascar, Paraguay,

Rwanda, Swaziland, Tanzania,
Source: GSMA, 2016

Uganda, Zambia and Zimbabwe
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Cross Border Mobile Money Remittances in 2015
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29 cross-border mobile money
remittance corridors
connecting 19 countries

Main drivers: seasonal
remittances from migrants and
cross border trade

In Qatar, international migrants
make up to 74% of the
population

Most active: West Africa and
East Africa



Agents Growth

Agents outnumber bank branches in a growing number of markets.

Agents are the core of the mobile money system—moving cash both in and
out—and require ongoing operational management and investment.

In June 2015, registered agents represented 90.5% of mobile money’s
physical cash-in and cashout, whereas ATMs represented 7.8% and banks
represent 1.7%.

In 2015, 37 markets had 10 times more registered agents than commercial
bank branches, up from 25 markets in 2014.

Moreover, 30 of these markets reported at least 10 times as many active
agents as commercial bank branches. This list continues to diversify beyond
East Africa and includes several entrants in Asia, such as Bangladesh,
Pakistan and Thailand.

Source: GSMA, 2016
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DFS Value Chain Players

DFS
Consumer . Agent . . :
Provider
Unbanked Controls interaction Controls access to the Agent behaviour can impact
. with consumer telecom infrastructure DFS provider
Low literacy
Agent behaviour can Direct impact on the Provide mechanisms to
Needs easy to use . . .
. impact consumer quality of service and address consumer
DFS application in ; i
trust consumer experience complaints
local language
of DFS

Provide dispute resolution
mechanisms
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Regulatory Overlap In DFS
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Costs

Network Integrity

QoS
SIM Registration
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Focus Group Digital Financial Services
(FG DFS)
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Objective

* Bridge the financial inclusion gap

e 2 billion unbanked

* 1.6 billion have a mobile phone

* DFS =» Key to Universal Financial Inclusion

* Key Issue: Usage ?

* Replicating M-PESA success has not been easy
* Enter ITU Focus Group Digital Financial Services

i) .
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ITU FG Digital Financial Services

Main Aims
* Promote dialogue between Financial/Telco regulators

* Raise awareness re role DFS to promote Financial
Inclusion and linkage to UN SDGs

e Clarify regulators roles and responsibilities in DFS

* Provide recommendations on selected policy and
regulatory issues

1956(()2016
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ITU FG Digital Financial Services
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ITU FG Digital Financial Services

Unigue Forum
Bring together regulators and players
from
telecom and financial services sectors
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Main Topics

Interoperability

Technology,
Innovation and
Competition

Consumer
Experience

S0
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Main Topics

Merchant
Payments
Regulation

Fraud
Prevention

CCITT/ITU-T 19 ITU Digital Financial Services Focus Group



Main Topics

Timing for
Interop
Interoperability Framework

Access to payment Transaction
infrastructure Account

Payment
Oversight

)
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Main Topics

Regulatory Gap Analysis
Principles

Consumer

Experience

QoS KPIs Review of DFS
Contracts

S0
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Main Topics

Technology,
Innovation and

Competition
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DFS Ecosystem Working Group
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The Digital Financial Services Ecosystem

Enabling Financial Inclusion and Building the Digital Economy through Availability, Affordability, Convenience and Quality

Prowvidimg Digital Finenclal Sarvices Products and Services Prowidad to Usars

* Banks Transaction Accounts

. . - Paymants Sarvicas
= Other Licansed Fi cial Institutio
AN e Savings Accounts
* Non-Banks Investmeant Sarvicas

Loans
Insurance Sarvices

Entities using DFS Products and Sanices

Consumeans
Merchants
Businessaes
Govamments
Mon profit groups
Situations in which DFS Services are used

Enterprises and networks that aotand

covarage of DFS Providers and Interfoces
to Lisers

* Agents
* Processors

Infrastructure Readiness
Technical Systems to Enable
Digital Financial Services

Enabling Environment

Payments Systems

Vaoice and Data Communication
Networlks

Repgulators

Staring Funds

Buying

Paying Bills
Sandingfraceiving funds
Bormosying

Saving

Insuring Assats and Risks

Energy Availability

Identity Systems

Ltandards Bodies

Regulatory, Supervision and Standard Setting Enabling

Environment fnational, regional and international]

Financial Inclusion Policies Industry Groups



ITU DFS Glossary - Example

Term |Mumﬂu and Related Terms ]Dtﬂnluon

A nate on using this glassary: terms are grouped by category, rather than alphabetically, Search within the document to find the term you are looking for.
Concepts

Ecosystem

Digital financial services include methods to electronically store and transfer
Digital Financial Services Mobile Financial Services funds; to make and receive payments; to borrow, save, insure and invest; and to
manage a person's or enterprise's finances.

A state in which a consumer willing to leave funds (eMoney or bank depasits) in
electronic form, rather than performing a "cash-out”,

The sustainable provision of affordable digital financial services that bring the
poor into the formal economy.

Digital Liquidity

Financial Inclusion

A term that refers to the companies providing software, services, and products
FinTech o - ? .
for digital financial services: often used in reference to newer technologies.

A reference to a system in which banks are the primary providers of digital

Bank-Led Model Bank-Cantric Modal financial services to end users. National law may require this.

A reference to a system in which non-banks are the providers of digital financial
Mon Bank-Led Model MMNO-Led Maodel services to end users. Mon-banks typically need to meet criteria established by
national law and enforced by regulatars.

A credential of some sort that identifies an end user. Mational identities are
|dentity National Identity, Financial ldentity issued by national governments. In same countries a financial identity is issued
by financial service providers.

Refers to buying or selling in a remote fashion: by phone or tablet (mCommerce)

mCommerce eCommerce
or by computer [eCommerce)

Unbanked people do not have a bank account. Underbanked people may have a
bank account but do not actively use it. Underserved is a broad term referring to
Unbanked Underbanked, Underserved people who are the targets of financial inclusion initiatives. Itis also sometimes
used to refer to a person who has a transaction account but does not have
additional DF5S services.

Consumers and businesses having essential financial skills, such as preparing a
Financial Literacy family budget or an understanding of concepts such as the time value of money,
the use of a DFS product or service, or the ability to apply for such a service.

v NV

25
CCITT/ITU-T



Reaching Digital Liquidity

Bulk Transaction

Payments Account
eMoney

Merchant
Payments

“Cash-In”

Transaction Transaction

Account Interoperating Account Ag BB
eMoney Bank Platform Paymen
S ts
\ , Socla
/ Network Payrol
' Transaction R Commer '
Consu

Merchant
Credit

Other
Digital
Financial

-mer
Credit

Services
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Consumer Experience And Protection WG
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Consumer Experience and Protection WG

* Regulatory Review of Consumer Protection Framework
— Conducted by University of Washington
— Covered 22 developing countries
— Analysed the regulation and mobile money guidelines

* Regulatory principles for Consumer Protection
— Compiled from issues identified in the regulatory review +

— Best practices from international organizations (ie. World Bank,
Alliance for Financial Inclusion, CGAP, Better than Cash Alliance,
GSMA...)

— Framework for regulators to introduce DFS consumer protection
guidelines/regulation

i) .
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Consumer Protection Issues
Protection of :
trust accounts
Resolution
Network
Downtime

Alternative
Recourse

Agent behaviour
A, Security of the Data
) network Privacy

CCITT/ITU-T 29 ITU Digital Financial Services Focus Group




Regulatory Review of Consumer Protection

5 countries (Bangladesh, Egypt, Nepal, Pakistan, and South Africa) specify a bank-led DFS
model.

16 allow mobile money operators (MMOs) that are not tied to banks.
* Inall 22 countries, a financial regulator (often the central bank) is involved in DFS regulation.

 Telecommunication regulators license MNOs, oversee aspects of market competition, and
manage quality of service within DFS channels.

14 countries have a competition authority, eight of which are also responsible for consumer
protection. 8 countries have separate consumer protection authorities.

 The DFS provider is responsible for costs from consumer financial losses or other harm in the
event of
— System malfunctions: in 7 countries,
— Fraud:in 3 countries,
— Agent misconduct: in 16 countries,
— Transfer failures: in 3 countries.

i) .
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Regulatory Review of Consumer Protection

18 countries have regulations that mandate transparent communication of costs associated
with DFS, and 6 have regulations mandating regulator reviews of provider Terms &
Conditions.

18 countries have regulations mandating security policies for DFS providers to reduce the risk
of loss of funds or data,

* 6 countries had regulations for accessing consumer funds or data
* 9 countries had regulation which limits sharing of consumer data with third parties
* 10 countries had regulations mandating training for agents and employees of DFS providers

10 countries have regulations mandating specific mechanisms for consumers to report
complaints.

* In 8 countries, regulations state that complaint channels should be free, and in 13 countries
regulations specify maximum response times.

* 15 countries have regulations specifying alternative dispute resolution channels in case
consumers are not satisfied with provider mechanisms.
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Regulatory Principles For Consumer Protection
in DFS

6 Pillars

Redress and dispute resolution mechanisms
Fraud prevention

Data protection and privacy

Information disclosure and transparency
Protection of funds

A A T o

Encourage Competition
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