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Welcomel!

This introductory course is designed for those who aim to design and deliver digital credit:
Banks, payments providers, mobile operators, microfinance lenders or third party fintech firms.
Donors, regulators and policy makers will also find this a useful introduction.

A few notes on the content:
A This provides a basic introduction to digital credit, enough to begin planning a service.
A Many readers will have ideas and ways to improve the content, and we welcome this.

A There is an excel financial model and presenter notes that accompany the main PDF file
which can be accessed at the email address below.

CGAP has built this introductory content based on field observations and learnings from existing
deployments. There have also been critical contributions from consultants. Special note of
thanks to Jamal Rahal (jamal.rahal@hotmail.com) who has been a teacher on this topic for
many. We have done our best to reflect his wisdom here. Jacobo Menajovsky led the credit
scoring section. Martha Casanova (mecasanov@gmail.com) shaped the accompanying
financial model. There are many others who have contributed; we are especially grateful to the
entrepreneurs who are testing digital credit services and who share their experiences with us.

The final responsibility for the content rests with CGAP. For comments or to request more
materials (including the financial model), please write to cgap@worldbank.org
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M-Shwari Loan

Send To M-Shwari Request Loan

Withdraw from M-Shwari Pay Loan

~
:Check Loan Limit

Mini Statement

Terms and conditions

Turn around time on Turn around time on
account activation transaction processing
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Some Definitions

Digital Finance:
Financial services
delivered primarily over
digital infrastructure
(mobile or Internet)
with a low use of
traditional brick-and-
mortar branches.

$ Digital Credit:
@ Product offered under digital
finance. Lending that
involves limited in-person

Branchless Banking:
Services delivered
outside of bank
branches often through
the use of agents.
Sometimes this term is
used interchangeably
with Digital Finance

contact, leveraging digital

infrastructure.

Mobile Financial Services:
Financial services delivered
digitally over a mobile

phone (a subset of digital
finance). Sometimes this
term is used interchangeably
with Digital Finance.

Mobile Money:

Basic payment services
delivered over a small
transaction account on the
mobile phone.



Key Attributes of Digital Credit
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Digital Credit a Global Trend
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Variety of Digital Credit Approaches

1: Direct to individual

A Credit risk on individual
A Initially reliant on alternative data
A Track record builds, shifts to behavioral data
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Variety of Digital Credit Approaches

2a: Indirect through Merchant Acquirer or Distributor A

A Credit risk on business volumes I I I

A Embedded in distribution relationship T
Lender

A Collections from electronic sales

Me too,
I need money!

Merchant/Small Businesses

& Its Partners
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These small ,
businesses are
eliable; | can loan »
them money.

Merchant Acquirer or Distributor
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Variety of Digital Credit Approaches

2b: Indirect through a Value Chain Aggregator

A Credit risk on business volumes
A Embedded with aggregator relationships
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| sell this man seed
and he is reliable.
1 61 1 | oan

Value Chain Aggregator/ Distributor/
Middleman

e -

Q-

13



Variety of Digital Credit Approaches

1. Direct to Individual

For example:

A M-Shwari (Kenya, 2012)

A EcoCashLoan (Zimbabwe, 2012)
A M-Pawa (Tanzania, 2014)

A Timiza (Tanzania, 2014)

A Mijara (Ghana, 2014)

A Eazzy Loan (Kenya, 2015)

A KCB M-PESA (Kenya, 2015)

A Instaloan (Philippines, 2016)

2a. Indirect via Merchant
Acquirer / Distributor

For example:

A Kopo Kopo (Kenya, 2012)
A Konfio (Mexico, 2013)

A Tienda Pago (Peru, 2013)

2b. Indirect via Value
Chain Aggregator

A Several pilots in progress



How It Works: Framework




