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1. Financial
Inclusion Trends




Financial inclusion has improved globally,
but 1.7 billion adults (31%) remain unbanked ...

Adults with an account (%)

100%
g0y 2% Though one third
90%

84% of the SSA
80% countries still
below 30%
70%
60% 58%
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income) income)
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... with significant differences across and within income groups

Today, &9 percent of adults around the world have an account
Adults with an account (%), 2007

Mo data

Source: Global Findex databaze.
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Account ownership differs substantially even within income groups

Adults with an account [K), 2007

High-ircome sconomiss

Uppermiddle-income sconomiss

Lower-middle-income economies

Low-income economiss
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Source: Global Findex database.
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...and large gaps by gender and household income

Worldwide, most unbanked adults

are women
Adults without an account by gender (%), 2017

Women

In SSA the

difference is

larger than »
the global

average (12

p.p.)in

almost half

of the

countries Source: Global Findex database.

Men
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Twice as many unbanked adults live
in the poorest households in their

economy as in the richest ones
Adults without an account by within-economy

income quintile (%), 2017

Source: Global Findex database.

In SSA the
difference is
larger than
the global
average (20
p.p.) in more
than half of
the countries



Only 50% of the adults who save use a

financial institution...

Globally, more than half of adults who
save choose to do so at a financial

institution
Adults saving any money in the past year (3, 2017

100

BD
&0
i
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¥
High-income Developing
ECONOMmies EConomiss
Hl Savad [ Saved Saved wsing other
farmally semifarmally mathods anly

Sowrce: Global Findex database.

Mote: People may save in multipls ways, but categories
are constructed to be mutually exdhusive. Sawved
formally includes all adults who saved any money
formally. Saved semiformally includes all adults who
saved any money semiformally but not formally. Data
on semiformal saving are not collected in most high-
income economies.
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Is there a potential to improve these ratios?..... Savings

One third of the unbanked adults

savelll.

Almost a third of unbanked adults save
Adults by account ownership and savings behavior in

the past year (%), 2017

100
8
&
A0
20
o .
Adultswith B uits wathout
an account an account

Bl Sxved formally I 5aved semidonmally
Saved using ofer [ not sane
meathods only

Sowrce: Global Findex database.
Mote: People may save in multiple ways, but categories
are constructed to be mutually sxclusive. Saved
formally includes all adults who saved any money
formally. Seved semiformally includes all adults who
saved any money semiformally but not formally.



Is there a potential to improve these ratios?..... Payments

235m of unbanked receive agricultural

payments in cash ...

About 235 million unbanked adults receive agricultural payments in cash

Adults without an account receiving payments for agricultural products in the past year in cash only, 2017

Source: Global Findex database.

Note: Data are not displayed for economies where the share of adults without an account is 5 percent or less or the share Note: Data are not displayed for economies where the share of adults without an account is 5 percent or less or the share

receiving payments for agricultural products is 10 percent or less.
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260m of unbanked use cash for
remittances ...

100m of unbanked receive
government payments in cash ...

About 100 million unbanked adults receive government payments in cash About 260 million unbanked adults use cash or an OTC service for domestic remittances

Adults without an account receiving government payments in the past year in cash only, 2017 Adults without an account zending or receiving domestic remittances in the past year in cash or using an OTC service only,
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Note: Data are not displayed for economies where the share of adults without an account is 5 percent or less or where the

receiving government payments is 10 percent or less i
share sending or receiving domestic remittances is 10 percent or less.



2. Why and How
Can Fintech Help?




Fintech is transforming the financial industry

User Needs Traditional Model Gaps * Technolegical Innovations * Fintech Solutions

Datal
AlIML Cloud

Platforms

DLT?

Crypto Mobile

Pay

Save

o -
Manage
Hizks

et
Advice
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... as recognized by participants

Do you believe that part of your business is at risk of being lost to standalone FinTech companies within the next five years?

Europe

North America

83% 89% Global

83% | 88%

Africa

Latin America

Source: PwC Global FinTech Survey 2017 ® 2016 ® 2017

11
WORLD BANKGROUP

Finance, Competitiveness & Innovation



WORLD BANKGROUP

Finance, Competitiveness & Innovation

...but it will also brings important challenges

Regulatory &
Supervisory
Perimeter,
Capacity:
Fintech players may not fit

with current regulatory/
supervisory remits;

Systems & capacity
constraints

Depositor and
investor risk:

Many different typology of
new providers, with
different regulation

/supervision/transparency

Financial
Stability:

Unsupervised linkages;
Exacerbate credit cycles;
Untested credit models;

Affect banking system

profitability

Vulnerability to

[ ="

Over-
indebtedness:

New/easier access to
digital credit.

Consumer protection and
literacy critical

cyber threats:

Can affect financial market
infrastructures, financial
institutions, consumers,

authorities.

Integrity
(ex. AML/CFT):

Access to customer
information can lead to
abuse without adequate
consumer protection
mechanisms.

Cryptocurrencies (like
Bitcoin) have been used
for illicit activities.
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Example: The potential of mobile to reach the unbanked...

Two-thirds of unbanked adults have a mobile phone
Adults without an account owning a mobile phone, 2017

®
Two thirds of ..‘-.
the unbanked ° 2 1 ° -
° . ® °® ® ° ®
adults have a pet™ 0 Lo - ‘e ‘
. e . < e
mobile phone.... @ . ® .. ‘0.
% X el ‘D o
e ® : ) .o".. . @ ©
® SN .
® » ® °
S O Iy -
o 1 million o - y
& 10 million ® -

’ 100 million °®
‘ 200 million

Sources: Global Findex database; Gallup World Poll 2017.
Note: Data are not displayed for economies where the share of adults without an account is 5 percent or less.
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..process that is already taking place

Mobile money accounts have spread more widely in Sub-5aharan Africa since 2014
Adults with a mobile money account (%)

2014 2017

.
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B 3039
40100
Mo data
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’f

Source: Global Findex database.
MNote: Data are displayed only for 2conomies in Sub-5aharan Africa.



and can be specially relevant in counties with lower income

.ﬂmnunt at a financial institution, 20147 Mobile-money account, 2014%
of population, aged 15+ % of population, aged 15+
100 100
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...helping to reduce the inclusion gaps related to gender and income

In some economies mobile money Maobile money accounts might be helping
accounts might be helping to narrow the to reduce the gap in financial inclusion
gender gap in financial inclusion between richer and poorer in some
Adults with an account (%), 2017 aconomiss
Adults with an account (%), 2017
Burkina Faso e Il Pocrest 40% [
vl Burkina Faso
—y——
Cote dvoire " NI o Pocrestacss [
e el
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Kenya ! _ racrst A0 [
7 wen I o,
] Seeee =40 I
" v T ctestco. [
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- S —

— . | Ugands 2=t NN
s o I

- Zimbabwe 2=t 0% I
Limbabwe Man _ rachest <o, [

0 2 40 &0 80 100
O A 40 &0 B0 100
Il Finzncial institution account only

Il Financial institution account only I Finanoal institution and mobile money accourts
I Financial institution and mobilla money acoounts B Mckile monay account oy
B Mobile money accownt only
Sowrce: Global Findex database.
% gurce: Global Findex database=. Note: The figure shows only the sconomies whaere
MNote The fi <h b th P 20 peroent or more of adults have a mobile money
E[?perte:t I?r-l:nrlzo;‘;izl'rs h::::-::l:rifl: rnl:lnr:g.l account only. Poorest 40% and richest 0% refer 1o

households, grouped by income quintiles.
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Fintech affects many policy levers and objectives

Selected Fintech adoption drivers and policy

levers

Legal, regulatory,
and supervisory
framework

Digital penetration
and literacy

WORLD BANKGROUP
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Financial sector
structure and
development

Physical, digital and
financial
infrastructure

Common policy objectives

Stability Integrity

Consumer Level playing
and investor field and
protection innovation

Market

Inclusion
development

17



Emerging Trends and Policy Issues

Financial Inclusion Monitoring Emerging Risks  Adapting Legal Frameworks
{ ,./'“\
=
% Evidence of positive impact ol Many have setup a framework’ but X8 Adapting to new business models and
enhancements needed technological capabilities

s Strong potential for improvements to . :
capital mkts, MSME finance, Islamic fin % Largely proportional, but % More oE)enness to change public law
& insurance challenges: than private law

= Limited experience and
s Policy implications for issues like Data

** Risks: exclusion, discrimination, privacy resources d ch n private | "
- need changes in private law as we
and cyber = Cross-border regulatory g P
arbitrage
. . . . . .
= Cyber-risks ¢ Private sector using instruments like

contracts to address gaps, but these
however have limits

18
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Emerging Trends and Policy Issues

Data Frameworks CBDC Monetary system stability
v
. . L o o ** Fintech developments could lead to more
** I F. h h D i H i
.Centf'a t.o intech wit |fn.portan.t * Multiple exper 'mf'fn_ts and studies diversified and de-centralized global
implications for competition, privacy, on Central Bank Digital Currency

. . . . financial system
efficiency and inclusion y

_ “* Need for close look on implications & Potential longer term impacts on
“* Framework should cover collection, for stability international monetary system
processing and storage; rights and
obligations; individual controls; cyber < Case for CBDC based on context, 2 Need for international co-operation
security; and competition aspects. and needs to be weighed against
enhancements to existing
¢ Global dialogue needed including on arrangements

issues like data localization

19
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4. The “Bali
Fintech Agenda”




Need for a balanced approach: Four broad policy challenges
4 )

Foster enabling

@ &3 environment to harness /.\;!‘. —a
(@w T *m opportunities
RPN J
| T / \

o
4 N o—A—p [

Promote \ / Strengthen financial
international sector policy
collaboration — l — framework

= N J

wﬁ/ /

Address potential risks
and improve resilience

WORLD BANKGROUP
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/ East Asia and Pacific \
S

ignificant advances in nearly every
aspect of Fintech, however regional
disparity.

Some Fintech products have shown
significant  risks  for  consumer
protection, investor protection,
AML/CFT and also stability.

Significant intra-regional Fintech
related investments from China and
Singapore.

Strong support from public authorities
in ASEAN countries.

Regulatory interventions on payments,
alternative lending and crypto.

WORLD BANKGROUP
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@nascent stages.

Regional overview (1/2)

/ South Asia \
Steady rise in the use of digital

payments, though lagging behind
other regions.

Strong potential for harnessing Fintech
for financial inclusion and closing the
gender gap.

India is fast growing into a major
fintech hub in Asia.

Bangladesh is also making steady
progress in fintech innovation and
adoption.

Fintech innovation and investment in
Pakistan, Nepal and Sri Lanka are in

/

ﬂ/liddle East and North Africa\

High-income countries making rapid
strides, the rest of the region has had a
slow start.

Persistent gaps in financial inclusion
across countries and gender.

Four countries (Egypt, Jordan, Lebanon,
and UAE) account for 75% of fintech
startups.

New growth centers have also emerged
in Bahrain, Iran, and Saudi Arabia.

N /

22



Regional overview (2/2)

/ Sub Saharan Africa \

Leaders in mobile money adoption
resulting in significant gains in financial
inclusion.

East Africa has maintained an overall
lead. Southern and Central Africa has
significant room for further gains.

West Africa well-positioned to take
advantage of digital technologies.

Gaps in foundational infrastructure

and legal and regulatory frameworks
could constrain further growth.

N

WORLD BANKGROUP
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/ Europe and Central Asia \

Tremendous potential given the high
mobile phone and internet access.

Major regional differences between
high income and middle-income
countries (EU and non-EU)

The region has been home to some
major fintech startups and
cryptocurrency mining centers in recent
times.

Authorities across the region have been
proactive in encouraging development
of fintech, as evidenced by the survey
results.

/

N

/I.atin America and Caribbeaﬁ

Adoption of digital payments and
mobile money services low, despite
relatively high mobile and internet
penetration rates.

Fintech startups are growing, albeit
from a low base.

Pro-active regulatory responses —
Mexico  Fintech Law, Regulatory
adaptations in Colombia and Brazil.

Several central banks are exploring the
possibility of issuing CBDC (Central

/

Bank Digital Currency).
23




Global Fintech Survey (1/5)

° Countries recognize the broad benefits of fintech including for financial inclusion...
(for households (84%) and MSMEs (73%) and reduce the urban-rural gap)

How fintech is expected to contribute to increase in

Fintech and financial inclusion access and usage of financial services
| | | 100%
80 78 Il igh Income . ™ [l ™ .
70 U pper Middle 90% 5 9 . 14
[Lower Middle 80% 22 2
&0 59 [ |Low Income
70% 1
% 11 7 13
A0 - ] 60% 9 )

50%

27
28 . I !
40%
20
10 30%
0 | J | | L 20%
A B C D E 10%
Do you expect fintech to significantly expand access and usage of financial
0%
EAP ECA LAC

X

services in your jurisdiction within the next five years (please check all that

MENA  North SAR SSA

apply)? America
A Increases overall financial inclusion for households, m Other.
B: Helps close the Micro, small, and medium-sized enterprise gap. Helps close the Rural and remote areas gap.
C: Helps close the Rural and remote areas gap. Helps close the Micro, small, and medium-sized enterprise gap.
D: Helps close the Gender gap. m Helps close the gender gap.
E: Other. [Please provide brief description] m Increases overall financial inclusion for households.

24
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Global Fintech Survey (2/5)

9 ... and are taking a variety of policy measures to foster these benefits

Actions taken for harnessing potential of

Actions taken for harnessing potential of Fintech Fintech: Regional breakdown

: ' : 100%
80 75 I High income [Upper Middle M Lower Middle [ |Low Income
[ I 71 o
67 90%
60 60 58 80%
70%
A0 _ 60%
50%
20 40% I
30%
0 I I | | 20%
A B C D E
- , Lo . . 10%
To maximize fintech's benefits, does your jurisdiction actively undertake the following
aclivities or expect to do so in the next two years (please check all that apply)? 0%
A: Improving consumer awareness and education. MENA  North SAR
B: Reviewing and amending the policy framework to enable fintech investment, America
innovation, and adoption (e.g., similar treatment of similar activities and risks, m Other.
proportionality). = Reviewing and amending the policy framewaork to enable fintech investment, innovation
C: Strengthening of institutional capacity. Improving consumer awareness and education.
D: Expanding outreach to stakeholders (e.g., financial incumbents, fintech companies). » Adopting a cross-agency approach involving relevant ministries and agencies.
E: Adopting a cross-agency approach involving relevant ministries and agencies. m Expanding outreach to stakeholders (e.g., financial incumbents, fintech companies).
m Strengthening of institutional capacity.
WORLD BANKGROUP 25
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Global Fintech Survey (3/5)

e Many countries have a fintech strategy in

40

35 -

30

25

20

15 -

10

place...

Fintech strategy

45

29

A E

Il High Income
Bl upper Middle -
[ Lower Middle

. [ Low Income

| m—

C

Does your jurisdiction have a national strategy in place to promote
responsible innovation and adoption of finlech or expect to have one?

A: Yes, a strategy has been developed.

B: No, but a strategy is under development and will be in place in the next

fwo years.
C: No.

WORLD BANKGROUP
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...and have taken regulatory actions

(76% have made modifications to their regulatory approach

40

30

20

10

to facilitate the development of Fintech)

Regulatory and supervisory approaches

40 Il High Income
Il Upper Middle
[Lower Middle

31 ) 31 29 [ ILowIncome _

21

e B

A B C D E
Have authorities modified their regulatory and supervisory approach to facilitate
the development of fintech and/or develop supervisory capacity (please check
all that apply).
A: Set up special contact point for fintech questions.
B: Allowed sandboxes.
C: Other. [Please provide brief description]
D: Established Innovation hubs.
E: None.

26



Global Fintech Survey (4/5)

e Countries observe various gaps in regulatory frameworks and have made modifications to address new risks
(63% have observed increased Fintech-related ML/TF risk, but few countries have adopted risk assessment mechanisms)

Gaps in regulatory frameworks Modifications to regulatory frameworks
60 59 | I -High Income 44 I I -High Income
Il Upper Middle a0 - B upper Middle |
50 - [ Lower Middle — [lLower Middle
[ |Low Income | |Low Income

40 20

30

20

36 34 27
23
19
12
0 ke b
A B C D E (4]
A B C D E

In which areas have authorities identified gaps in the existing regulatory framework,

resulting from fintech developments, that need to be addressed (please check all In which areas have authorities modified their regulatory framework (e.g.
that apply)? expanding the perimeter or introducing a new regulation) to address
A: Crypto-Assets: Issuance, Exchange and Custody emerging risks from fintech activities (please check all that apply)?

B: Peer to peer lending

] ) A: Mobile money / payment services.
C: Mobile Money / payments services

D: Invessnent Products with Robo-Advisors B: Crypto-assels: Issuance, Exchange and Custody.

E: Lending Activities with artificial intelligence and machine learning on credit C: None .
scoring D: Peer to peer lending.

E: Others: [Please provide brief description]

27
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Global Fintech Survey (5/5)

Countries clearly see a need for international
cooperation in various areas...

Top 5 priorities for international co-operation on Fintech

B w7 [ [

ol W igh income
i B Uiper Middle
, 8 Lower Middie
B B Law Income
40 B oow o
= R

2
i
13 iz 1"
4
) Bkl RRERIEI,
a kol - L
A B C D E F G H | ] £ L I N u] P v] I 5 T
What are the top five pricnties for greater infernational cooperation on fintech? {select up to five)

A Cybersecurily. K. Crigis preparecness,

B: AMLICFT. L: Crose-border capital flows.
G Legal regulatory framewnms M. Cenlral barking,
: L N: Correspandent Banking Relationships.
E: Cross-border payments Q0 Taxation,
F: Supervisory frameworks. P Qther. [Please provide brigl description]
G: Data and statistics, Q: Macroprudential policies.
H: Consumer and inveslor prolectian, R Compedilion policies.
I Technological know-how. E: Insalvency framewrk.

J: Financial development and inclusion for both househeds and firms,  T: Olher areas of financial regulation,

WORLD BANKGROUP
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]

¥

4

E

&

...and request capacity building and assistance

Priorities for capacity building and bilateral advice from IFls

i | |

a1

o
B oy

£3
|

LT

Dbk

) B C ] E F

| |

Wi Income

B per Middle
|Lower Middle
Law Income

Lrﬁlhmmnm“

Would you conzider receiving capacity building Hnd hiateral arlwue Frum mternﬂhunal fi nﬂn-mal instifutions |nn|ud|ng the IMF. the World Eanln;

A Cybersecunly.
E: Legal, regulatory framewarks.

G AMLICFT.

D Supervisory framaworks.

s Payments and secunly setbement syslems,
F: Technalogical knowi-how,

G: Data and statistics,

H: Financial development and inclusian for both households and frms.

I; Cross-border payments,
J: Gonsumer and inveslor proleclon,

K. Crigis prepandngss,

L: Macroprudential palicies.

M: Genlral banking,

N: Mona.

0: Competition policies

P Cross-border capital fows.

Q: Other, [Please provide brief description]
R Comespondant Banking Relabonships.
5 Inzalvency framewirk.

T: Olher argas of financial regukation,



5. Conclusions
and the Role of
the WB




Conclusions
[ |

Fintech is making inroads globally but has not yet reached the disruptive
critical mass:

* Most advances in mobile payments with major impact on financial inclusion

* BigTechs are increasingly offering financial services and challenging
incumbents

* Traditional financial institutions are adapting rapidly, increasing their digital
footprint

* Supervisory agencies are exploring fintech applications
* Impact on monetary systems and financial stability is limited at present

30
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Role of the World Bank Group (some country examples)

Legal and regulatory framework (e.g. India, Jordan, Rwanda, KSA, Vietnam, Mexico,
Colombia, Kenya, Philippines, etc.)

Digital and financial infrastructure (e.g. UzB, Ethiopia, Zambia, Guyana, Lao,
Madagascar, Pacific islands, Pakistan, etc.)

Access to transaction accounts (e.g. Afghanistan, Madagascar, Pakistan,

Mozambique, Sierra Leone, Bangladesh, Ethiopia, etc.)

Access to financial services (e.g. India, Haiti, Kenya, Myanmar, Rwanda, Tanzania,

Colombia, Mexico, etc.)

Ca pacity bUIldlng (e.g. Bangladesh, Colombia, Georgia, India, Peru, KSA, Afghanistan,
Burundi, Vietnam, Mozambique, etc.)

IFC investments and advisory services

31

WORLD BANKGROUP

nnnnnnn Competitiveness & Innovation



