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Country Context: O ——
Philippines |

J Population: 88.7 million

« Rural Population: 50%
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Pop. In Poverty: 30%

Annual Remittances: $14 B

Mobile Phone Subscriber
Base: 47.5 M

# of Mobile Phones per
,000 people: 536
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Challenges for Rural Banks t0 ssazamstie
reach Rural Clients

High Transaction Costs

- Transportation Cost :
- Time to travel to & from the £

| to &
bank
- Loss of business opportunity

- Security risk
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Technology Solution:
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Mobile Phone Banking & Mobile Payments

L

» Brings the potential to expand
outreach of microfinance & banking
services

» Being driven by:

- Falling cost of technology
- Competition

- Ability to offer banking services at very low
cost.
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Factors to Consider:

« Customer Perspective
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Customer Perspective:
The Value Proposition

Factors to Consider

e Features:

-What needs does the e-banking
solution meet?

« Accessibility:

-Distribution of transaction points

« Affordability:

-Transaction costs need to be low

«Ease of use:
-Easy to use, fast & user friendly

Philippine Example

e Features:

-Loan Payments, Remittances, Bill
DA\/mpn.fc Q;\I;\r\/ Deposits

ey AR Ll oAl T ]

Wlthdrawals
« Accessibility:

-Network of conveniently located
merchants

« Affordability:

-Travel & Transaction costs

-Reduction in interest rates &
service fees

«Ease of use:

-As simple as sending a text
message

-Transactions anywhere in seconds
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Institutional Perspective:

The Business Case

Factors to Consider Philippine Example

- Functionality: -Functionality:

-Facilitates micro payments and
can be used for domestic and
international money transfer

eFees and Charges: -Future uses include deposits and
withdrawals

—Narrow or widely focused
functionality

-Need for an appropriate revenue
strategy «Fees and Charges:

-Low cost to banks

«Efficiency Gains: -Efficiency Gains:

—-Can the institution substantially

increase business transactions at —Reduct-1on n operaF1ng costs
Yoy el o (collection and posting)

-Increase in productivity of staff
-Fast, safe and easy to use




Institutional Perspective:

The Business Case

Factors to Consider

«Controlling Development

Costs:

-Need to ensure positive returns on
investment

«Partnerships & Distribution

Network:

-Multiple business partnerships are
essential

-Need a wide enough network focused on
accessibility and ease of use

e Multiple Business Cases:

-Each partner must benefit through
reduced costs, increased efficiency, or
direct income
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Philippine Example
«Controlling Development

-No additional equipment or
infrastructure investment, only a cell
phone needed.

«Partnerships &
Distribution Network:

-System builds on existing network of 13
million cell phone users and 500,000
merchants.

e Multiple Business Cases:

-Low fee high volume business model
-Globe collects text fee USS0.02;
merchant collects 1% service charge;
banks reduce collection costs, improve
efficiency & outreach
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Environment for M-Banking

Factors to Consider

Evolution of the retail and
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inancial sectors:
-Nature of financial and retail market is
important for determining functionality

«Level of financial/electronic

literacy:
-Influences nature of transactions

Philippine Example

«Evolution of the retail and
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Inancial Sectors:

-Sophisticated and developed cell phone
market and competitive banking sector
-40% of population are cell phone users

-Up to 90% of current rural bank clients
have access to cell phones

«Level of financial/electronic

literacy:

-Text messaging popular in the
Philippines

-Almost 1 billion text messages sent
daily
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Environment for M-Banking
Factors to Consider «Regulatory and Policy
Regulatory and Policy Environment:
Environment ~Recognized by the Philippine
-Need supportive environment for Central Bank as a new payment
electronic banking. Bring the regulators system
on board - early! -Anti-Money Laundering Features

ePartner Accreditation
eCash-In/Cash-out
Documentation
«Over-the-air subscriber
registration

Wallet and Transaction
limits
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Benefits for Rural Banks

Increase reach and grow client base without necessarily adding
branches

customer service
Offer new risk-free fee-based services that clients need

Expand microfinance business which is profitable and with high
repayment rate

Participate in the growing international and domestic remittance
business

Reduce operating costs




“Text-A-Payment” Loan Collection or Depositnr s
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TAP OoTC Advantages of TAP
Direct Costs (assume P1,000 deposit and P10 G-Cash In P16 P6 savings
min. fare) service fee roundtrip
Opportunity Costs (assume travel and None P200 P200 additional
branch transaction time takes 4 hrs, and earnings
depositor makes P200 when engaging in
business for 4 hrs)
Total Costs per transaction P10 P216 P206 savings
Risks None Holdup No cash-in-transit risks




Benefits of Text-A-Payment =l imisris

e For the Client

— Cost Savings
— Time savings and convenience
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e For the Bank

— Increase revenues from higher value of relationship with client
by improving client satisfaction and loyalty through better

service

flhAlAn
1 U

o

— Increase revenues from more clients brought by good
testimonials from more satisfied clients

— Low transaction cost

— No huge capital or operating expenses required

— Unclog lobby space
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G-Cash Brand W Advantages of G-
Cash
For the Client:
Transaction Cost (assume | P102 (P51 fee & text from P500 for remitter P 398 savings
P5,000 remittance) remitter to Rural Bank A, P51 fee
(assume 2% remittance fee) & text from beneficiary paid to

Rural Bank B.)

Remitter tells beneficiary the G-
Cash Ref. No. from RB A’s
cellphone. Beneficiary quotes G-
Cash Ref No. to RB B to claim

remittance.
For the Bank: RB can set fees lower than
P50 fee for RB A P36 sh RB A Brand W to get more clients
Fee-based Inconie eetor e while earning more at the
(assume P5,000 remittance) P50 fee for RB B P36 share-RB B N time

(assume 2% remittance fee) (RB may increase its fee)




Bills Payment / Tax Payment
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Are You Ready for Life?

[ A Prudentialife Plans, Inc.

TAP OoTC Advantages of G-
Cash

Direct Costs (assume P1,000 payment | P10 G-Cash In P16 P6 savings
andimin. fare) service fee roundtrip
Opportunity Costs (assume travel None P200 P200 additional
and transaction time takes 4 hrs, and earnings
depositor makes P200 when engaging in
business for 4 hrs)
Total Costs P10 P216 P206 savings
Risks None Holdup No cash-in-transit risks
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Loan Disbursement or Cash Withdrawal Process - 'ﬁm -
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G-Cash OTC Advantages of G-
Cash

Direct Costs (assume P1,000 P10 G-Cash Out P16 P6 savings
Withdrawal and min. fare) Service fee roundtrip
Opportunity Costs (assume travel | None P200 P200 additional
and branch transaction time takes 4 hrs, earnings
and depositor makes P200 when engaging
in business for 4 hrs)
Total Costs P10 P216 P206 savings
Risks None Holdup No cash-in-transit risks
Convenience Can withdraw at bus Can withdraw even during

terminals, ports, emergencies

anywhere
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ATM G-Cash Advantages of
G-Cash
For the Client: P10-11 / transaction P10 G-Cash Out fee No min.
 Transaction Cost (assume | Requires minimum maintaining maintaining
P1,000 withdrawal) balance balance.
« Accessibility Potentially tens of thousands
2,000 ATM’s mostly in urbanized | of G-Cash outlets including RB Good coverage
areas branches. in countryside.
For the Bank: Joining fee for ATM network Minimal
- Investment required investment and
P400-800k/ATM operating cost
required
P3k / cellphone au




Increasing market

Big Picture:
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reach and service coverage
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Rural Bank B

Rural Bank B




Assessing
customer
base

Regulatory
Issues

Development Roadmap for R
M-Banking & M-Payment Services
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Product
Development } —— o
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Launch
Services —
Customer
Adoption

Product
Testing




Rural Bank M-Banking & M-Commerce
Ecosystem via GCash

Intl. / Dom Remco’s

Text-A-Sweldo [ - P2P
(Salary P . (Domestic
Disbursement) . Remittance)
Text-A-Remittance 5% GCash2Load /YTEREYRY¥3
Cash-in/Cash-out ! (Airtime Credit m
(Face-to-Face \ Purchase)

Rural Ban Wallet Funding)
_ « Text-A-WithdrawaI . P2P

Sy .) (Withdrawal from (Purchase
—r . Bank Account to of Goods
Q’ GCash Wallet) [Services)

94 i

Text-A-Credit
(Loan / Credit -

BillPay
(Bills
Payment)

Dlsbursement)
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Keys to Successful Mobile Payment

Solution

« Consumer Adoption

' » Merchant Adoption

» Viable Business Models for Banks, Merchants,
Telecoms, Third Parties (cash-in/cash-out
locations)

» Easy Access to Convert
' ELECTRONIC MONEY

2
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Current Activities

Marketing to Promote Adoption

» Eco-System Rollout: Rural banks now registering

- Merchants
)

e Telecom Co-Branding with Rural Banks

- Marketing Materials
- Banners
- Articles

5,)). .....................................................
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Current Activities

Training Consumers & Merchants

« Overcoming initial fear of USE technology and
SECURITY of their money.

« Whether it is the bank, the merchant, the end
user, presenting the unique benefits helped.
» Globe offered 10% discount on pre-paigi.--'é{irtime
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Current Activities

Ensuring Easier Access to E-Money

v/ More accredited cash-in/cash-out centers - 1,800
locations including 364 bank branches

v Text-A-Withdrawal allows depositors to withdraw savings
and convert to G-Cash
v Merchants able to sell electronic money (limits)

v Unigue business benefits for those selling elect.pénic
money:
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- no hassle withdrawal in seconds
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Current & Future Developments
- Developed a Mobile Banking Website MOBILE PHONE BANKING FOR CLIENTS OF RURAL BANKS

as
information portal particularly for rural
banks clients, local merchants, &
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| MobﬂePhoneBankmgand Mobile Payments (it [ndatis
| Solutions F

Globe-MABS program caiches Gates'
aiterion

Fural Barks and smal business tean
rewaeds of G-Cash

G-Cash Lends & hand o rursl
husihesses

» Intensive effort on electronic payment
ecosystem rollout

» Development of interface to automate m- |
banking transactions e

Accredited Rural Banks are now offering mobile phone banking services and mobile payment
solutions for their customers and clients that are secure,rellable, and affordable,

. | RBAPWEBSITE — = | Web Statistics
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Thank You

Email:

Websites:

www.mobilephonebanking.rbap.org

www.youtube.com/RBAPMABS




