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Brazil has seen a rapid expansion of open finance, and is ahead of
both UK and India in terms of adoption
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Progress of open finance (by 2023)—Brazil, UK, India
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Reducing bureaucracy and promoting competition were the Central
Bank’s main goals of launching open finance in Brazil

open finance
emerges in Brazil
from this pillar

# Transparency

#Competition
#Inclusion Promote adequate pricing
., by favoring competitive
- ccess to markets
#Excellence #Education

#Sustainability
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Main objectives of open finance
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For over a decade, the Central Bank has made concerted efforts to implement robust
payment systems, digitize financial services, and now data sharing through the
Implementation of Open Banking/Finance

Entry timeline for main institutions in open finance Brazil
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S1 and S2 » S1: Banks as big as or bigger than 10% of the GDP, or that have relevant international activity
institutions have

been mandated

CZ) CGAP to participate

e S2: Institutions with size between 10% and 1% of the GDP




The Central Bank has implemented open finance in a phased manner

Standardized sharing

of information by
financial institutions
about products and
services

Early 2021

Phase 2

Sharing of registration,
transactional, credit
card, and credit
operation data by
users between their
financial institutions

Mid 2021

Phase 3

Implementing payment
Initiation services via
P1X, allowing account
holders to make
payments using open
finance

Late 2021 — Early 2023
(phased launch)

Phase 4

Enhancing scope of
data sharing to include
more data sources.
Already includes data
on investments and will
in future include data
on currency exchange,
insurance and pension

Early 2023 — ongoing

@ CGAP

Source: Banco Central do Brasil — open finance Brazil Portal



https://openfinancebrasil.org.br/

Anecdotal evidence of the positive Impact open finance has had
for some financial service providers (FSPS)

Banco do Brasil has used open An S2 bank has reported

: An S2 bank reported an average personalized offers using data
finance data to better score : ) : )
real increase in proven income by from open finance tend to
customers and as a result was
able to raise credit limits by more 25 to 30% (better visibility of be up to 8X more effective
o R$ 700MM customer’s financial situation) than other products in terms of

conversion rate
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Adoption has been growing steadily - from 21M in May 2023 to 2/M
In September 2023

The total number of
unique consents from
firms represents
0.05% of all consents

0.18

0.16

24.79
24.43

Evolution of Unique Consents (in Millions)
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25.17
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26.25

0.19

26.60

0.19

26.94

7/20/2023
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7/27/2023

8/3/2023

8/10/2023 8/17/2023 8/24/2023

Individuals ™ Firms

Source: Dashboard do Cidadao 10/13/2023

8/31/2023

9/7/2023

9/14/2023


https://openfinancebrasil.org.br/dashboard-do-cidadao/

While uptake numbers are positive, challenges remain around data quality and the
effectiveness of the consent process with banks demonstrating lower success rates than
fintechs

65

55

45

35

25

15

((Z) CGAP Large Banks: Banco do Brasil, Bradesco, Caixa, Itat and Santander.

Consent success rate by institution type (as data transmitter)

Large fintechs
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08-25
09-01
09-08
09-15

02-24
07-14

02-17
03-03
03-10
03-17
03-24
03-31
04-07
04-14
04-21
04-28
05-05
05-12
05-19
05-26
06-02
06-09
06-16
06-23
06-30
07-07

Large Fintechs: Mercado Pago, Nubank and Picpay Source: Dashboard do Cidado

Possible factors for low
conversion rates include
technical failures, and
challenges in the consent
journey due to app
redirects, which, as
indicated by account
holders, disincentivizes
them from participating in
the ecosystem.


https://openfinancebrasil.org.br/dashboard-do-cidadao/
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We conducted a nationally representative survey of 2000 adults

Objective: Understand readiness, awareness, willingness and adoption of open finance for

different population segments

Sample distribution by region/state (%) GENDER

55.8% Female
43.6% Male
0.6% Other

2000
interviews

CLASSES

18% A+B
47% C
35% D+E

CAT
2,2p.p 95% Computer
(sampling confidence Assisted
error) level Telephone

Interviewing



Our survey helps us better understand the following areas:

1. Readiness for open finance
2. Awareness and understanding of open finance
3. Willingness to share data

4. Adoption of open finance

@ CGAP



READINESS

Account ownership is high, with 96% of respondents having

an account

Account Ownership

Account ownership by income level
4.2%

AB Class 73.0% 24.0% I3.0%
70.7% C Class 79.0% 19.0% I2.0%
DE Class 58.0% 34.0% l8.0%

2 or more bank accounts ® One bank account ® No bank account

Sample: 2000

@ CGAP

Having an account is a
prerequisite to participating in
open finance

Account ownership is high with
95.8% respondents reporting a
bank account

70.7% have more than one bank
account

Even for the lower income
segment, 92% have a bank
account



READINESS
Almost 99% of those who have an account useit, 77% use 4 or

more services

Financial services used (%)

» Active accounts will have more

Uses at least one — 98.7 relevant data t_hat cgn be )
leveraged by financial service
X 91.9 providers
Receive money 87.6
. . . . * Pix payment is the most common
Bill payment via app/internet banking 77.0 financial service used
Credit card 76.8
SEWIY 61.5 * 77% of res_pondents use 4 or
maore services
Money transfer (excluding PIX) 46.0
Loans 32.6
Investments 28.8

Does not use any | 1.3

Sample: 1916 (respondents with an account)

@ CGAP



READINESS
89% of banked respondents have an account with a traditional

bank, 51% with a digital bank

Traditional Banks - Total _ 88.6 Digital Banks - Total - 50.9

 71% of banked
. - respondents have a
Caixa Econdmica Federal 40.5 Nubank 36.4 traditional bank as
their primary bank
Bradesco 25.5 PicPay 7.4 « 29% have a digital
bank as their primary
bank
Banco do Brasil 24.8 Mercado Pago 6.9
ltati Unibanco 23.6 Banco Inter | 6.7
Santander Brasil 17.4 CéBank | 6.1
Others 8.1 Others 12.8
((Z) CGAP Sample: 1916 (respondents with an account)



READINESS

Smartphone ownership is high, even for the lower income

segments

Distribution of access
to personal
smartphone

1.9%

98.1%

@ CGAP

Personal smartphone
possession by social class

AB Class 99.7% Dl |
C Class 99.0% 1l)%
DE Class 96.0% .%
Yes mNo
Sample: 2000

The most prevalent way of joining
open finance is through a banking
app which requires a smartphone

Smartphone ownership is high at
98%

Even for the lower income
segment, 96% have a
smartphone



READINESS

Use of mobile banking is high, with 94% of respondents using it

AB
Class

Class

DE
Class

Everyday

@ CGAP

Use of mobile banking

Every day
m 1+ week
5.2% Once every 2 weeks
5.3% ®m Once Month
20 m Less frequent

m Never

Use of mobile banking by income level
1.7%

61.8% 29.6% %“

1.1%

m 1+ Week Biweekly = Monthly m | ess Frequent = Never

Sample: 1916 (respondents with an account)

96% of respondents use mobile
banking with 79% of respondents
using it at least once a week

90% of lower income respondents
use mobile banking, with 63%
using it at least once a week



Our survey helps us better understand the following areas:

1. Readiness for open finance
2. Awareness and understanding of open finance
3. Willingness to share data

4. Adoption of open finance

@ CGAP



AWARENESS

48% of respondents are aware of open finance

@ CGAP

Open Finance/Open Banking Awareness

52.1%

2.3%

Sample: 2000

m Aware
Not aware

B Aware, but doesn't
understand it

48% of respondents are aware of
open finance, 2% are aware but
don’t understand it

24% of respondents are aware of
both open finance and Open
Banking terms

17% are aware just of Open
Banking and 5% just of open
finance



AWARENESS
Of those who were not aware of the term, 27% reported awareness

once open finance was explained to them

Open Finance/Open Banking Awareness

2.3%
m Aware * 27% of ‘not aware’ where not
aware of the terms open finance or
Not aware open banking but had heard about
e the initiative once it was explained
to them

70.6%

Sample: 1087 (respondents initially not aware)

@ CGAP



AWARENESS

Awareness differs by segment

By Gender (%)

48 55

43
45 48 62
A B C D/E

Men Women

m Aware Not aware

By mobile banking
use frequency (%)

By Income level (%)

m Aware Not aware

By Age (%)

By Education (%)

39
49 50 65

College High school Middle school Elementary

m Aware ' Not aware

By Region (%)

51

JlL]l'llJllll

High  Medium Low or
never
m Aware Not aware

(O CGAP

18-24 25-34 35-44 45-59 60+

m Aware Not aware

South North MW

m Aware Not aware

Awareness is 8pp less
for women than for
men

Awareness is
significantly lower for
the lower income
segment

Awareness is 26pp
higher for college
graduated than for
those with just
elementary

Awareness is more
than 20pp higher for
those who use mobile
banking frequently

Awareness is lowest
in the North



AWARENESS

43% of those aware of open finance heard of it from their bank,

primarily through the mobile banking app
Source of information (%)

Through the bank (bank app, website, branch,

calls from the bank) 42.0

News outlets (online and offline) 26.3

Websites (Facebook, Instagram, YouTube, other

sites) e

Friends, family 18.4
Television and Other Ads 7.3

Others 9.8

Sample: 959 (respondents aware of open finance)

@ CGAP

Note: Respondents could select multiple options

42% of respondents heard
of open finance through
their bank, the app (32%),
the website (9%) and at the
branch (less than 2%)

The second most frequent
source are friends, family
and coworkers (18%)



Our survey looked to better understand the following areas:

1. Readiness for open finance
2. Awareness and understanding of open finance
3. Willingness to share data

4. Adoption of open finance

@ CGAP



WILLINGNESS
2 7% of respondents would be willing to share financial data in

exchange for benefits

Willingness to share financial data in
exchange for benefits

6.4%

‘ 26.9%
66.7% A better loan or credit card limit was
presented as an example of potential benefit
mYes No m Unsure
Sample: 2000

@ CGAP



WILLINGNESS

Willingness to share is lower for women and for low-income

segments

By Gender (%)
7 6

61 71

B =

Men Women

EYes " No =Unsure

By mobile banking
use frequency (%)
7 6 5

62 73 85

B B e

High  Medium Low or
never
EYes ' No = Unsure

@ CGAP

By Income level (%)

3

60

j||lJ_-_L'

9

5

66

EYes

No

Unsure

By Age (%)

S 8

53 60

jllllj

7

68

4

74

7

73

76

18-24 25-34 35-44 45-59 60+

EYes

No

Unsure

4

71

By Education (%)
6

65

10

High school Middle school Elementary
mYes " No =Unsure
By Region (%)
8 5 5 4 9
62 74 69 74 61
South North MW
mYes " No =Unsure

Men are 40% more
willing to share data
than women

Willingness to share is
significantly higher for
high income
segments

Willingness to share
decreases for older
age groups



Our survey looked to better understand the following areas:

1. Readiness for open finance
2. Awareness and understanding of open finance
3. Willingness to share data

4. Adoption of open finance

@ CGAP



ADOPTION

11% of the respondents have joined open finance

Open Finance Adoption

3.8%

® Joined
Didn't join

85 49 m Unsure
470

Sample: 2000

@ CGAP

In our sample, 11% of people
reported having joined open
finance and 4% were unsure if
they had joined or not

As of mid-July, 24M people
had adopted open finance,
which represents 14% of the
adult population

Among those who reported
being willing to share data,
adoption was 27%

For those not willing to share
data adoption was 4%



ADOPTION

No clear patterns emerged on open finance adoption by region

@ CGAP

North

Awareness

Willingness to
share data

Adoption

Midwest

Awareness

Willingness to
share data

Adoption

— Northeast
36.9% Awareness 44.6%
21.9% wilngressto 6 00/
11.2% Adoption 12.2%
B Southeast
48.1% pvareness  44.5%
i -~ W20t
8.8% South adoption 10.2%

Awareness 54.0%

e ressto SR

share data

Adoption 10 5 7%

Sample: 2000

While the South
and North differ
significantly on
awareness (54% vs
37%) this does not
translate into
materially different
willingness to share
or adoption rates

All regions are
within 2pp from the
national average



ADOPTION
Adoption is lower among people in the lower income

segments and for those with less formal education

» Adoption for the Aand B
Income segments is
more that 2.5 times that
of the lowest income
segments (D and E)

Adoption for college
graduates is higher that
for those without a
I college education.
Adoption is particularly

A/B College High School ~ Middle  Elementary low for those with only
PENRY elementary schooling

Sample: 2000 Sample: 2000

Adoption by income (%) Adoption by education (%)

(QCGAP



ADOPTION
Men were twice as likely to adopt open finance than women

Adoption by gender (%) Adoption by Age (%)
« Adoption for men is double

the adoption of women. As
Implementation matures it
will be important to monitor
the gender gap

» Adoption is highest for the
25 to 34 group and lowest
for people over 45

Women 18-24 25-34 35-44 45-59 0+

Sample: 2000 Sample: 2000

(QCGAP



ADOPTION

Adoption is higher for the more active users of digital channels

Account ownership

4%

2+ accounts
E 1 account
® Unbanked

Adoption (%)

13.5

71%

2+ 1

(QCGAP

o o

Mobile banking use
frequency

.

High = Mid mLow/None

79%

Adoption (%)

12.9

B

High Mid Low

Primary Bank

71%

Traditional ® Digital

Adoption (%)

9.7 I

Traditional Digital



ADOPTION

Improving credit access and conditions were the main
motivations for those who adopted open finance

Motivation to adopt open finance (%)

To get credit on better terms (credit limit, better financing,
negotiation power)

For convenience and ease of use (centralized view of
accounts and data sharing)

For greater control of finances
Out of curiousity
Was asked by the bank to

Others

Sample: 215 (respondents who have adopted open finance)

@ CGAP

Note: Respondents could select multiple options

80.0

18.7

12.1

7.4

5.6

10.7

75% of those who
adopted open
finance were
motivated by
increasing credit
lines and improving
credit conditions

26% of people who
joined mentioned
having a
consolidated view of
their finances and
improved control of
their finances as
their motivation



ADOPTION

Lack of awareness was the #1 reason for not adopting open

finance

Reasons for not adopting open finance (%)

Did not know about it (did not seek information about it, did not know
anyone who used it)

Is not interested in it

Did not feel safe (did not want banks to access data, fear of fraud)
Do not understand it (no time to research it)

Do not need it (do not see any advantage in joining)

Still evaluating whether to join

Others

Sample: 1710 (respondents who have not adopted open finance)
( ) LJUHI-

Note: Respondents could select multiple options

13.5

11.3

9.4

2.9

14.3

PASRY)

35.3



ADOPTION

47% of respondents who were aware of open finance but had
not joined said they intended to do so

Open Finance Awareness

52.1%

m Aware
Not aware
B Aware, but doesn't understand it

Sample: 2000

(QCGAP

Intention to join open finance

mYes
= No

Sample: 794, those aware that haven't joined

Intention to join open finance
After explanation

mYes
® No

Sample: 1087, those not aware or don’t understand and haven’t joined

47% of respondents who were
aware of open finance but had not
yet joined said they planned to do
So in the future

For the respondents who learned
about open finance during the
interview (those not aware or
aware of the term but not the
meaning), 26% said they planned
to join open finance in the future

For this group a big driver of the
result was how well they said they
understood the concept after the
explanation, going from 41% for
those who understood it well to
15% for those who still did not
understand



We conducted deep dive interviews with 30 people to better

understand their perception of open finance

@ QTD %
8
Reglons Know and use OF Don't know and use OF S | A - Above R$ 22.000 5 17%
o
North 3 3 T | B1-BetweenRS$ 16,500.01 and RS 22,000 1 3%
o
1 L3
Midwest 3 3 @ | B2-BetweenR$ 11,000.01 and R$ 16,500 1 3%
Southeast 3 3 a3
£ | C1-BetweenR$ 7,700.01 and RS 11,000 8 27%
Northeast 3 3 =3
£ | C2-BetweenRS$ 4,400.01 and R$ 7,700 9 30%
South 3 3 =
S | D-BetweenRS$ 2,200.01 and R$ 4,000 5 17%
E - Up to RS 2.200 1 3%
High School 2 %
c
o
% Incomplete Higher Education 4 13%
Q
-g Complete higher education 18 60%
L
Post-Graduation 6 20%

@ CGAP



Key learnings

Barriers to adoption:

1. Limited understanding: the use of an
English name and the technical concept
make it less approachable, especially for the
lower income segments and older people

2. Fear of risks associated with sharing
data: especially the risk of adopting
something new

3. Fear of negative impact: those that have
faced financial challenges in the past worry
that sharing data could hurt their relationship
with other banks

@ CGAP

Enablers of adoption:

il

Opportunity to benefit: the opportunity to
chose better products and to speed up
access to better conditions

Empowerment: the possibility to chose
when and for how long data is shared is an
incentive to try it out

Information: access to more detailed
information, especially videos, can help
customers build trust



Agenda

3 Provider Research
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Use cases that leverage the open finance ecosystem keep

expanding

Helps businesses control and manage
their finances. Like PFMSs, they provide
tools and resources to track income,
expenses, cash flow and other relevant
financial information.

Enables individuals to use funds from
multiple accounts to make transactions
such as online payments, transfers to
external accounts and ATM withdrawals.
This solution is enabled by Payment
Initiators.

Allows individuals to add financial
resources to their account, through
deposits, transfers or other forms of
money entry. Through OF, users move
funds between their financial accounts
without leaving their main account.

(QCGAP

Open Finance

Use Cases

Allows individuals to track and control
finances more efficiently by providing
users with a broad view of their
finances, including income, expenses,
budgets, financial targets and other
relevant information.

Uses account holder's financial data to
understand their behavior, enabling
personalized offers, products or services
according to their needs and financial
profile.

Allows individuals to open an account at
one financial institution using data they
share from an account at another
institution (via OF), without requiring
them to enter this data manually



Providers have been launching products across use cases including PFM

solutions, on-boarding solutions, and overdraft protection (1/2)

= Confirmagao

Bradesco’s PFM solution, “Meus Bancos”
Bradesco offers account holders a
centralized view of their financial information,

including balances, statements, and limits

@ CGAP

< Meus bancos &

Mercado Pago’s, “Check-out Pro”
Mercado Pago allows account holders to
complete their purchases in a practical and
secure manner, with the option of using open
finance to finalize the transaction (to pay

using other accounts)

56789-1

Banco do Brasil WhatsApp Compatibility
with Virtual Assistant
Banco do Brasil account holders can use the
bank’s official WhatsApp channel to get virtual
assistance for any open finance journey,
including signing up, providing consent, and

beginning data sharing



Providers have been launching products across use cases including PFM solutions,
on-boarding solutions, and overdraft protection (2/2)

=t v o) J¥-=4 5N
V'sicooB
| OPEN FINANCE |

Identificamos uma conta no I
vermelho
Este

Fazer uma tranferéncla

Sicoob Smart Onboarding Nubank’s Overdraft Protection PicPay’s PFM Solution "Minhas
Sicoob enables account opening by Nubank provides personalized offerings, Finangas+"
leveraging data that individuals have which includes overdraft protection. If any PicPay provides a summary of all connected
provided to other financial institutions. Users user’s account has a negative balance and accounts’ balances including a view of income
are asked to provide their CPF and with their the user has the funds in other banks, and expenditures, as well as credit card limits
consent, the data is automatically collected Nubank sends them a warning and helps used. It also categorizes and gives a graphical
from other financial institutions them avoid overdraft protection fees view of spending

@ CGAP



Personal finance management tools (PFM) and personalized (loan)
offers are among the most common solutions

. 1

[} A |

S1 and S2 ‘ Relevant S3-S5 and fintechs :

[ | 1

- I :

1 4 770 5)

BRI EREME 3 |

{ 1

: » l' O s 8% { = ‘V :
1 -

Use Cases I Bancodo Bradesco Santander tad Caixa BTG Safra Banrisul  Bancodo ® Nubank PicPay Mercado Inter Sicredi Sicoob  Mercantil Banco !

1 Brasil Nordeste = do Brasil Pan :

Personal Financial Management

Personalized Offers*

Payments using funds from
other accounts

&) Business Finance Management

((Z) CGAP *Personalized offers include, but are not limited to, credit cards aligned with spending profile, better credit limits, discounts on specific stores and insurance.
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Senior Advisor, Financial Head of Product Manager, Regulatory Chief Operating Officer
System Regulation : Relationships and
Department PicPay
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Banco Central do Brazil

Itau

@CGAP




@CeAP
Thank you

To learn more, please visit cgap.org

Connect with us on these social channels:

f ¥ in



https://www.facebook.com/ConsultativeGroupToAssistThePoor
https://www.linkedin.com/company/cgap-world-bank-group/
https://twitter.com/CGAP
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