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Why should SSA care about FinTech?

4 Policy tradeoffs




Fintech: Disruptive technologies to promote financial

development/inclusion

* Financial sector is key for long-term growth and development
 However, financial inclusion is low in SSA (specially SMEs)

* FinTech: Disruptive technologies to spur financial development/inclusion
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SSA: Leader in m-payments (but not only)

e SSA world leader in M-Payments. Why?

* FinTech: Beyond M-Payments (Financial market infrastructures, cross-
border payments, e-money)

* FinTech: Leapfrogging technology?
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Financial industry has not essentially changed in 100

years...

2000s

Financial services

Information technologies

1 - MOTIVATION




Need to balance trade-offs (safety vs efficiency)

* However, FinTech may create additional vulnerabilities in the region

* Need to balance trade-off (safety vs efficiency)

Efficiency

New first-best allocation, improving in safety and

New allocation, improving in i
efficiency

efficiency, suboptimal in safety
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SSA is a global leader in mobile money adoption and use...

Accounts per 1,000 adults Transactions, percent of GDP
(Regional average, 2015) (Regional average, 2015)
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Source: IMF Financial Access Survey 2 - TRENDS




Mobile money is leapfrogging traditional banking in SSA...
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—Mobile money accounts per 1,000 adults

Source: IMF Financial Access Survey

2014 2015

—Traditional deposit accounts per 1,000 adults
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Mobile money accounts per 1,000 adults (2015)
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Mobile money is more widespread in East Africa than West

Africal...

Mobile Money Accounts Mobile Money Agent Outlets

(per 1,000 adults) (per 100,00 adults)
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! East Africa includes the EAC countries except South Sudan; West Africa includes CEMAC and WAEMU countries where data are available.

Source: IMF Financial Access Survey 2 - TRENDS



...as is traditional banking...

Commercial Bank Deposit Accounts ATMs
(per 1,000 adults) (per 1,000 sq. km)
300 . :
M East Africa West Africa 5 B East Africa West Africa
250
4
200
3
150
100 2
50 1
0 0
2012 2013 2014 2015 2016 2012 2013 2014 2015 2016
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What drives the success of mobile money in SSA and East

Africa in particular?

* Adoption of mobile tech
* Competitive pricing

* Telecom market share

* Regulatory model

* |D system

* Complement or substitute?
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FinTech extends well beyond mobile payments

Mobile access
and the internet

Lower information costs
Big data and Al Increase in transparency
Incentives to formalize
Distributed Contract enforcement

ledger Greater trust
technologies

Cryptography

Financial inclusion

Financial deepening

Cross-border payments

More inclusive growth

Promoting transparency

and reducing corruption
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Investing in hard and soft infrastructure

Hard

: Soft infrastructure
infrastructure

Regulation to support Investment in skills to

Infrastructure .

: a favorable business develop human

investment ! :

environment capital
/ . ™\ 4 I 4 N
Reliable Remove
electricity barriers to ICT literacy

and internet adoption
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Key policy tradeoffs: Hard infrastructure

Financing Innovation

Infrastructyre
Gap

m Public utilities
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Key policy tradeoffs: Soft infrastructure

Regulation Innovation

gains

Risk aversjon 5
. Perational &
Fin Stab other risks
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3- How to realize opportunities

Providing a secure digital infrastructure

Protecting Improving
Data ldentification
4 N 4 I
. . “User-centric
Biometrics )
systems




Thank youl!



