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Report of the Postal Financial Services Working Group

Mr. V.P. Singh, Deputy Director General (International Relations & Global Business)
Department of Posts, Government of India chaired the APPU Postal Financial Services
Working Group.

A majority of Postal Operators worldwide have realized the importance of offering Financial
Services as part of their offerings not only as a source of additional revenue but also as a tool to
promote financial inclusion in their respective territories. Financial inclusion is basically the
availability of banking services at an affordable cost to disadvantaged and low-income groups.
However, in advanced economies, Financial Inclusion is more about the knowledge of fair and
transparent financial products and a focus on financial literacy whereas in case of emerging
economies, it is a question of both access to financial products and knowledge about their
fairness and transparency.

Ms. Padmagandha Mishra, Assistant Director General (International Relations) made a
presentation on Financial Inclusion and initiatives of India Post in promoting Financial
Inclusion in India. She shared India Post’s experiences of its IT Modernization project and how
the project is being utilized to spread the Core Banking System across its network of Post
Offices. She also informed the meeting about India Post’s plan to introduce India Post Payment
Bank (IPPB). Once launched, India Post Payment bank will be the most accessible Bank and
will have largest IT network in India. India Post’s Rural ICT project was also discussed and it
was detailed how the Core Banking System will be made available in the rural Post Offices
using the Micro ATMs. This initiative will bring at par the rural masses which were so far
either unbanked or had limited access to financial services.

Ms. Juanita Woodward, Principal, CTD Connecting the Dots, Singapore gave a presentation on
“The Shift to Digital Financial Services: Access and Impact for the Bottom of the Pyramid”.
Her presentation focused on how the digital financial services are creating new opportunity for
the Posts. Some very interesting information was shared about how digital disruption has
already happened i.e. the world largest Taxi company owns no taxi (UBER), world’s largest
accommodation provider owns no rooms (airbnb) and so on. She informed the meeting that the
consumer banking and fund transfer and payments sectors will be most disrupted by the
FinTech over the next five years. One of the interesting information for the members of our
region was that Asia Pacific represents 30% of the retail banking global revenue. She also
explained about a new technology Blockchain that combines a number of mathematical,
cryptographic and economic principles in order to maintain a database between multiple
participants without the need for any third party validator or reconciliation.

She re-iterated that Posts have a role to play with a ‘digital first’ strategy, as a stakeholder in
their country’s Financial Inclusion agenda. Further, According to Accenture, serving the
unbanked represents a $110 billion opportunity by 2020. She also informed the meeting about
the latest trends in the field of global remittances and micro-insurance

V.P. Singh
Chair, APPU Postal Financial Services Working Group
18 May 2016
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Draft Agenda of the Postal Financial Services Working Group Meeting
18t May 2016, Langkawi, Malaysia

Venue: Matsirat 11, Berjaya Langkawi Resort, Langkawi, Malaysia
Meeting chaired by: Shri V.P Singh, Deputy Director General, International
Relations & Global Business, Department of Posts,
Government of India
16:15-16:20 Opening
16:20—-16:50  Financial Inclusion

Presentation by Ms. Padmagandha Mishra, Assistant Director General
(International Relations), Department of Posts, Government of India

16:50-17:00 Q&A Session

17:00-17:20 Financial Inclusion The Shift to Digital Financial Services: Access and Impact for

the Bottom of the Pyramid

Presentation by Ms. Juanita Woodward, Principal, CTD Connecting the Dots
Singapore

17:20-17:30 | Q&A Session
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Postal Financial Services
Working Group

0 £ Financial Inclusion

Department of Posts, India
(India Post)

inclusion
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India Post — The Reach

* Largest retall footprint and reach ~“8221 Indian citizens per
post office
* Average area served by a Post Office is 21,22 Sqg. Km.

Urban POs Post Offices . . Rural POs
(10.14%) ' 1,55,822 \ (89.86%)

W : o,
Departmental Depf"‘"’ ; 0.21 million 026 million
Posztsq:;lsm Post' Ofllm "m"u DEo:‘al;mwnml ; Extraembeplmnon
7 1,20.380 ployees ‘ ployees

* The organization is among the oldest organization in India

it is one of India’s largest banks, measured by its balance sheet and
its portfolios of advances and deposits

* Organization very well-known throughout the country as

the postal network touches remotest corners of the country.
 Strong brand recognition

« Offering Banking (POSB), Remittances , instant
and electronic money orders and Insurance
services

* Around 25,000 offices computerized
* More than 20500 Branches on CBS (Largest CBS network in India)

Gy ame ¢ In process of implementing CBS in all 25000 Departmental Post
A i offices and 130000 Extra Departmental Post Offices through hand
held devices.

* 1000 ATMS
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IT Modernization Project — Vision and Initiative

Increase Market Share and Revenue

Offer New Products and Services

Deliver Improved and Consistent Customer Care

Drive High Employee Satisfaction

To Be A Technology Enabled
Self Rellant Market Leader

Empower Rural Post Offices through Technology

at
(&
2
O
—
Q.
c
o
—
(g
9
c
—
)
©
®)
=
=

IT Modernization Project — Support Vision

“  Erable anytime anywhere banking, supported by 1000 ATMs, moblle and
web based access for all the users,

LOG N

Y Manage Inda post
< Increase visibility nto mad

website
v Customer sarvice call operations (ot the artiche level
center anc overall volume)

s

v D-Commerce solution Enable mail appiications such
for Department of /s / s track & trace and point of
Posts sale

« Enable applications for all
accounting modules and
personnel management,

¥ Improve employee
productivity through
better manpower planning

Enable fully Integrated
|ife insurance platform
Enable efficient and cost
wifoctive service to
existing and new
customers

¥ Rural ICT Hardware devices and applications for approximately 1.30 lakh GDS Post Offices
v Enabling Branch post offices to perform all transactions electronically
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IT Modernization Project — Octagonal Solution

Rural ICT -
Hardware

Rural ICT -
System
Integrator

Change
Management

Network
Integrator

Data Centre
Facility

Core System
Integrator

Operations

Hardware Financial

Services
System
Integrator

EC 2016 Doc 16 Add 2
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Automatic transfer/credit/interest/maturity amount
from SB/RD/TD/PPF etc. to any Internal S8 account of e
through ECS T

Multi- language support

005 A"
~ % of ¥Banking

System generated
malis/letters/requests/advice in
case of maturity ete,

Ability to capture KYC relsted data

Multiple delivery channels

IT Modernization Project —Core Banking Objectives & Benefits

Objectives:-
v Increose existing customer bose

v To provide multiple delivery channels like Internet, Mobite Banking, ATMs, Telephone, cards etc- Access to Financiol
Services at each - doorstep

v To become one Stop Solution for Financial Inclusion & Microfinance initiatives of government, public/private sector
banks

v To become preferred choice of customers by leveroging Core Banking Platform

Benefits
* Cost Reduction, Increase revenue, Increase in efficiency and service levels
* Enhanced Brand value
+ Better fraud management & easler auditing, Easy record management, Centralized MIS

* Better customer interaction channels by ATM, Net banking, Call centre, Customer grievance support, Reduction
In waiting time of customers

* Simpler and faster processes, Employee satisfaction, Increase in productivity




Asian-Pacific Postal Union
Executive Council Meeting
Langkawi, Malaysia

16 - 21 May 2016

EC 2016 Doc 16 Add 2

Internet Banking

Call Centres

Core Banking
Enablers

= e

T =

Web- portal

Post Office application

Integrated document management
Web portal hosting of all bar-coded documents
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IT Modernization Project

Postal Life Insurance : Objectives, Benefits & Enablers

Objectives:-
v Become the first choice insurer for eligible customers in the country

v Develop a fully integrated life insurance platform to enable efficient and cost
effective service to existing ond new customers

v Improve the quality of service being offered to the customers
¥ Achieve “financial inclusion” of the un-insured rural population, while minimizing

the cost of operations
Benefits o Enablers
¥ Faster turn-around time / Faster go-to-market ' | ¥ PLI/RPU application
¥ Better customer service / Lesser grievance v Web Portal for Agents, Customers and
¥ Minimized fraud, better auditing and efficlency In operations Other departments
v Anytime anywhere policy and better fund management v Scanners/Data capture through OCR
¥ Financial Inclusion of the un-insured rural population ¥ Access through Maoblle
v Customer knowledge and better customer interaction channels ¥ Persanalized dashboards for agents and
v Automated claims management and renewal notices counter staff
¥ Better manpower utilization v Document management system
¥ Employees satisfaction due to simpler processes ¥ Hand held devices for GDS
¥ Robust data driven decision making through Intelligent | | ¥ Multi device accessibility - Mobile/
Web/Call centre
| | ¥ Robust server
v 24/7 connectivity and networking

Biometric authentication

>

Offline operations for systems

English, Hindi & reglonal language
support

Provision of Solar Panels for battery
charging at all Branch offices
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IT Modernization Project

Rural ICT : Objectives, Benefits & Enablers

Objectives:-

¥ To achieve “financial Inclusion” of un-banked rural population

¥ To enable Bronch Offices to moke disbursements for sociol security schemes such

as MGNREGS

¢ To improve the quality of services being offered to rural customers

¥ To increase revenues by providing retail post services, third party services etc.

Benefits

v ;lngher Self Esteem / Respect of socléty / village for Postman

¥ Introduction of Hand Held device
¥ Knowledge of IT Skills/ Computer
v Improved service delivery

¥ One stop for delivering government financial schemes

¢ Reduction In manual workioad of Post masters and Postal

Assistant

¥ Reduction in errors- more accountability
¥ Simpler and automated consolidation
v Availability of all products available at Branch Office

v Doar step delivery of services

¥ More business and enhanced revenues

¢ Increased Customer Satisfaction

Enablers

| ¥ MGNERGS application and central
database

¥ Hand held devices with connectivity

¥ Moblle banking applications

¥ Technology like biometrics
authentication, scanning of documents
and barcodes, thermal printers, sofar

panels, smart card reader, digital

cameras

v MO application

0 Better financial inchusion in the rursl
and semi-urban location through
mobile remittances, modile banking,
mobile insarance

O Transparency In soclal security and
employment guaranty schemes

O Faster and refisble delivery of servizes

0 Multiple touch points with customer
like ATMS, Mobile, Internet, Call
centres,

0 Batter visibility and transparency

O improved customer satisfaction due 1o
faster services

N ¥,

- For the Organization i

Q Significant enhancement in reveaus &
market shares

0 Batter decision making and aperational
planning dus to availabiety of
management information in a tmely
manner

0 Potential reduction in the transaction
cost through sutomated processes

3 Increasad productivity and
accountability

N S

\

Q Opportunity to learn, bulld snd
enhance new skills and expertise

3 Reduction in manual work In long
term, which will result in enhancec
productivity levels

2 Opportunity to deliver enhanced IT
enabled services to their customers
leading to a sign#ficant reduction in
customer complaints

O Impeovement in employee engagement
and empowerment

0 Opportunity to work In an innovation
based culture & be a part of 3 growing
and vibrant organization

16
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India Post has more than 130 years experience in Financial Services

Money order

Remittance
= since 1880

Post Office
Savings Bank

Savings Bank g
i dian since 1882

Postal Life
Insurance
since 1880

Collects utility
bills/fees for
>500 entities

Bill collections

India Post has pioneered these financial services in India

Number of Accounts & Outstanding Balance

Number of Accounts Balances
Year (In Millions) (In Billion Rupees)
2011-12 287 606.58
2012-13 312 606.02
2013-14 348 621.49
2014-15 399 632.33
Up to Feb 16 342 653.74
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More than 340 million accounts

Savings Account 185
Recurring Deposit 110
Monthly Income Scheme 22
Senior Citizen Savings Scheme 1
Time Deposit 14
Public Provident Fund Account 2
Sukanya Samriddhi Account 8

Total 342

TechnologyInduction
e SR : »All 810 HPOs & 24,660 SOs connected
° pepsrimentd IR Os S WO . on the largest WAN in the country

» > 20500 POs already on CBS
— » All 25000 Departmental POs will be
© Lorgest c8s enabled entity B onCBS by May 2016
» India Post will have the largest
network on CBS in the country

o R YRSt o o »Rural ICT Program (covering all 129
e ';"’ "i.“ﬂn,'m"‘-pf LA rural post » thousand rural post offices) by Mar

2017

India Post is the largest connected financial service provider
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Rural ICT device - Micro ATM

v Bio-metric reader

v’ Card reader
-Magstripe
- Chip based card
- Smart card

v Camera

v' 2 D scanner

v' GPRS /SIM
connectivity

v Thermal Printer

v Solar panel for
charging

e

W

India Post Micro-ATMs will drive financial inclusion in rural areas

1151l 3

India Post Payments Bank (IPPB): Vehicle for Financial Inclusion

40 % adult population still outside the formal banking

Challenge-

61% rural population still unbanked
Opportunity

24% rural householdsstill access informal credit
Low Insurance penetration — Life 4%, non-life—0.2%

N ) (o) )

3 times the reach of all banks combined in rural areas

Pioneered remittances (money order), payments & savings

India Post schemes in India

Capabilities
Local, loyal, respected and trained staff — negligible attrition rate

On course to becoming the largest connected financial service

India Post is best suited for building a large banking network for financial inclusion
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Creating the most accessible bank

Bank and the Post Office
businesses into formal banking channel

channels and product lines

» Taking financial inclusion to every corner of the
country through the combined network of the

» Bringing a large number of individuals and small
» Driving payments and deposits through various

» Provide a diversification strategy for India Post
» Deploying cost effective lean operating model

\

J

R —

India Post Payments Bank — Areas of Operation
G2¢C Q6
Payments Payments
DBT, B Government P28
Savings ’ MNREGA, | Payments, ~ J"ﬁ.‘?"ﬁé‘f
Account etc. / taxes etc. ty Bills,
>0 L Municipal
Individuals
dues, Fees
upto 100 ) otc
thousand / i
India Post
Payments
CA Bank 3" party
Small Products
businesses, Insurance,
Village ‘ Pension,
Panchayats, / Loans, MF's
SHG's et etc.
\ Facilitating P2P -
Domestic
E-Commerce e
Online _ 5
s International |
P Remittances /
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Building blocks of India Post Payments Bank

6 Build on\

customer trust
brick and in India Post
mortar
1PP8- . v Leverage India
0 Post’s reach
Ziz Leveragin .
Post Financial @ | m"e:t &9 v Leverage India
office Inclusion emerging Post’s physical
brand 4 . initiotives toch & IT infra
and skilling R v Leverage India
PP Post's HR
Customer workforce s
and - -
merchant v Bring in
Sassten appropriate

k technology j

Build synergies with the post office to drive financial inclusion

India Post Payments Bank

Service Delivery Platforms

@ ¥ Post offices &
Post Office India Post
counters 4
personnel—
' physical customer
@ g ‘ interface
. ""’f"' " ¥ India Post agents,
i postmen, GDS DA
@ for door-step
f = Micro- service delivery
Cash out/ ATMs
digital txn
at ¥ Push towards less
Merchant cash economy by
locations incentivising digital
transactions

Build synergies between the post office and latest technology to drive financial inclusion
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TechnologyInduction & Human Resources M

Incremental Technological Capabilities

India Post’s Technological Capabilities

Rural ICT

Core Banking Data Centre Disaster Recovery Technology

Extensive leverage of CBS infrastructurein HO and SO, Rural ICT in BO

IPPB will spend on DC, DR, BCP, CBS, connectivity, payment bank IT application licenses

Recruit Banking and Payments Technology professionals to ensure
professional management

Human
resources Use IPPB branches optimally to push branding, marketing, customer
relations, third party tie-ups and for extensive training of linked post
offices

IPPB Penetration - Unmatched last mile connectivity

India Post’s reach to be

IPPB would add
leveraged

* 1,55,000 brick and mortar

upto 650 bank branches (1 in

CBS enabled post offices every district)
* upto 5000 ATMs (CDMs &
* 1000 ATMs recyclers)
+ 130 thousand Micro ATMs ° Additional points of presence
(PoS, MPoS)
* 300 thousand agents & * Use > 170 thousand India Post
franchises delivery staff for Door step
banking

India Post-IPPB combine will have more than 500 thousand points of presence

IPPB will be the largest bank in terms of reach
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USP of India Post Payments Bank

* Will be the most accessible bank

» Will reach every door step
J

S
* Postman/Postmaster best KYC agent

* Customers & service providers trust post office
J

~

e Largest IT network
RS« Digital payments tailored to customer needs

7

Will build a channel agnostic National Payments architecture

Thank You
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The Shift to Digital Financial Services:

Access and Impact
for the Bottom of the Pyramid
Juanita Woodward
Principal, Connecting the Dots
APPU Postal Financial Services Working Group
18 May 2016

conn«ﬂnq

Digital Financial Services Opportunity
for Posts

* While FinTech is disrupting traditional banks’ retail banking services, a
‘digital first strategy’ by Posts can take advantage of new technology
and trends to expand and grow postal financial services.

* Posts have the opportunity to be a contributor in the global and local
Financial Inclusion agenda.

* Collaboration and IT interoperability is key for Posts to provide basic
account/m-wallet, international remittances and payment services for
personal and e-commerce transactions.

* Opportunity for Posts to explore offering an extended range of
Microinsurance services, which could be tied to remittance payments; a
nascent area of Financial Inclusion.

* Human-centric product design and an omni-channel strategy for
Customer Engagement will provide Posts with a competitive digital
financial services offering.

& con%ﬂtlgg Page 2
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People don’t need traditional banks,

they need banking services with a
great digital experience.

People need access to:

FINANCIAL EDUCATION / ADVICE

! connecting
8; thedots Page 3

Digital and FinTech Disruption

! connecting &
8‘, thedots Page &
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Digital Disruption Has Already Happened

The world'’s largest Taxi company
that owns no Taxis.

UBER

The world’s largest
accommodation provider
that owns no rooms.

airbnb

The 2 largest telephone
companies that own no Telco
infrastructure. @

Soped 2.

The 2 most popular media firms
that create no content.

Google

The world’s most valuable
retailer that has no inventory

and owns ﬂ

no stores. Alibaba com

The largest providers of computer
infrastructure that do not make
Servers. a

wra on Microsct
- wg‘gﬁur Azurs

connecti
& thedotan

Page 5

Traditional Banks under attack by FinTech

More than 20% of Financial Services business is at

risk to FinTechs by 2020

. PWC

The lack of digitization of the lending process by
traditional banks is putting as much as one-third of

retail banking revenues at risk

... Bain and SAP

... from 10 to 40 percent of bank revenues
(depending on the business) could be at risk by 2025.
Attackers are likely to force prices lower and cause

margin compression

. . . McKinsey & Co

i
i

Soutce: The Finencd! Brand, One-Thisd of Retall Banking Beveaues at Risk, 12 Junuary 2016

connecti W, Blurred Lines
thedotsn' PWCE, Blurred Line

s: How FinTech is Shaping Financlal Services, Mareh 2036 McKineey, Cuatting Page 6

through the Nolse of Financlal Technology, February 2016
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FinTech disruption: Consumer banking,
lending and payments

P - Arvas of diwagtioe

W0k ot wf e flasirsdod soatir b Baly 1o e 1he mvant diorwpresl by ThaTiah wver the nest 5 pasrs” - Al lidusmies

COraisTme DasRg ana tersd iwsdors &
Beyriaris are 0oy 10 De e reost dtareiied Ou“-‘m
Meaten by 2

83 cot'r‘\m;‘g Source: PWE, Blurred Lines: How FinTech s Shaping Financisl Services, Match 201¢ Page 7

VC Backed FinTech Companies vs Overall FinTech Investment® 2011- 2015

1162

$3.9

524 $2
2011 2012 2013 2014 2015

-V -Backad Fimech Investrmene (S5 e Ovarall Firtach srasimant (55) =@=YT-Sacked Findoch Duals ==@=Ovaral Fintach Doals

*Overall investment includes fintech funding by angel investors, angel groups, private
equity firms, mutual funds, hedge funds, VC, corporate and corporate VC investors.

(onn.(ﬂng sourne! The Pulse of Fintecr, JOIS In Review, Glote! Analyics of Frmech Ventum Funding, £PMS Intarmatians

A:) thedots ardd C2 irsignts (ilata provided by C8 tnsighas) March 9th, 201 Page 8

h Annual Global FinTech Financing Trend
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14 of FinTech’s Global Unicorns Focused on
Payments or Lending
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FinTech Tipping Point: China ahead of US
and Europe

;4) ot'r‘\m;‘g soutce Cit GRS — Digital Daruption — March 2016 Page 11

China: Ant Financial in a league of its own

Ant Financial is in a league of its own with a valuation similar to

Uber or the quoted PayPal. It is “focused on serving small and

micro enterprises as well as consumers” (alibabagroup.com) and E%ﬁ
is the online payments and finance affiliate of Alibaba.

* Ant Financial completed a funding round last year that valued it at around
$45-50 billion (Financial Times, June19, 2015; Wall Street Journal, July 3, 2015).

* Ant Financial has a much broader range of businesses than PayPal. It is part of
the Alibaba ecosystem and businesses operated by Ant Financial include Alipay
(launched in 2004, an online payments company similar to PayPal), Alipay Wallet
(2 digital wallet that is integrated with Alipay to enable eCommerce and P2P
payments), Yu'e Bao (the largest money market fund in China), Zhao Cai Bao (a
platform that offers investment products such as loans to personal and SME
customers), Ant Micre Loan (offering loans to SMEs) and Sesame Credit (a big
data-based credit ratings provider).

* Ant Financial is also expanding outside China with its significant ownership in
PayTM, India’s largest digital wallet.

i
i

connecting b AR PRSSTREvOn .
83 thodots SO 11 GPS — Osgltal Daruption — March 2016 Page 12
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Asia Pacific represents 30% of retail
banking global revenue

Emerging Markets Drive Retail Banking Growth

TUSE OF NEVENUES RY IEGION (SMILLIONS)
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Mobile and e-commerce growth
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Mobile subscriptions growth is high

The total number of mobile subscriptions at the end of 2015 was around
7.3 billion, an increase of 68 million subscriptions during Q4 2015

Global mobile subscriptions are growing
around 3 percent year-on-year.

India grew the most in terms of net
additions during the quarter (+21 million),
followed by China (+6 million), the US (+5
million), Myanmar (+5 million), and
Nigeria (+3 million).

Smartphones accounted for around 75
percent of all mobile phones sold in Q4
2015, compared to around 70 percent
during Q4 2014,

& tﬁmg Soutce! Exicsson Mobllity Neport, Febroary 2016 pase 15

h Mobile data traffic continues to grow

_,LIJ L InII II ” | ” ‘ | 7‘.‘- Al

9 Soutce Ericsson Mobllity Regort, Febroary 2006 15
"'\Qdots S csson Mobility Mepc gary Page 16
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A slow loading mobile phone is as stressful
as watching a horror movie

Copgnitive load assosmiad with atreasful stuatons

Double digit growth of global e-commerce
sales through 2019

Retail Ecommerce Sales Growth Workldwide,
by Kegion, 2014 2019
N change

Retal Ec Sales Wor , 20142019
oS, % CImsye T %6 Of ota rocal ui-s

Latin Americe 0N BZN ZTLOM 00% 1NN %™
B

Western Laroge A4S 131N d0sN AN Ras Tas
el wide e SN 200 219 0w AN
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Blockchain — the next big thing or the start of
of rethinking legacy financial infrastructure ?

conn«ﬂng
thedots

.,\ Page 19

Blockchain: The next big thing ?

Blockchain is a new technology that combines a number of mathematical,
cryptographic and economic principles in order to maintain a database between
multiple participants without the need for any third party validator or reconciliation.
In simple terms, it is a secure and distributed ledger.

56%
57%

et

¢ <

Blockchain could be a catalyst for transforming
existing legacy systems at financial services
companies. It could replace the current
payment rail of centralized clearing with a
distributed ledger for many aspects of financial
services, especially in the B2B world.

Innovation from start-ups in this space is
frenetic, and many big banks are doing testing.

Watch this space!

i
!
i
i

A connecting Source: Cit GPS — Digital Gisruption — March 2016, | PWC, Blurr
[ thedots s Shaping Fnancial Services, March 2014
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Startups and Banks test Blockchain

Blockchain startups make up 20% of largest crowdfunding projects.

R3CEV consortium now has over 40 banks working in partnership to
investigate and develop use cases for distributed ledger technology.
Collaborative efforts include the development of standards for using
blockchain technology within the broader financial industry.

The banking group includes Credit Suisse, State Street, UBS,
Commonwealth Bank of Australia, BBVA, Barclays and Royal Bank of
S ET T

In December 2015, DBS Bank announced a partnership with
Standard Chartered to create a distributed ledger project for trade
finance.

Source: VB, Blockehain staryps make up 2086 of largest crowdiunding projects, 15 May
to“h“@d“m“mg 2016, 7 Asian Banks Investigating Bitcoin and Blockchain Tach, Coin Desk, 16 February 2016 Page 21

What does the FinTech disruption mean for
postal financial services ?

Opportunity or Threat ?

i
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Postal Financial Services
OPPORTUNITY

* Post office strengths remain important in the digital financial
services world: Trust, branch network and rural area coverage.

* Payments provided by posts can act as a catalyst for financial

| inclusion. Posts can extend their financial services offering,
| based on local regulations, to provide access to savings, credit
and insurance products.
* The high growth in mobile subscriptions, smartphone usage

and internet access is a game changer for posts to shift to a
digital financial services strategy, especially in countries with a
large population of Unbanked and Underserved with financial
products.

& ‘%R“eﬁf.'t's'" Page 23

Post Office advantages

BRANCH
NETWORK

RURAL

COVERAGE

DY il o eing R N i e While Bank branch closures are
. e increasing, the increase of digital

| financial services will still require some

access to face-to-face customer service.

i Postal branches can act as a Cash In/Cash
——m . Out points or Agent locations as part of
o - e | the digital financial services ecosystem,
especially in rural areas.

&) connecting Soutce: Gt GPS - Dgal Disruiption - March 2016 Page 24
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Key Success Factors: Three Dimensions of
Financial Inclusion

Meeting the needs of
key underbanked
consumers, such as:
Rural
Women
Youth
Small and medium
enlerprises
Micro-enterprises

Globally 2 Billion adults remain Unbanked,
about half in the Asia Pacific region

AR Posts have a role to
play with a ‘digital
first’ strategy, as a
stakeholder in their
country’s Financial
ol e Wehbemn_Latn e Inclusion agenda.

Avacte ACetnl CECD Al
Mu  wrovee  Catbor

Sarve (hts Fram Srutese

Central banks and Regulators across the region are implementing
a number of measures for a ‘Cash-less’ society and to encourage
greater financial access for all citizens, especially bottom of the
pyramid.

Sawre G212 Gutal Partremng S Pty Wensian
& ‘q'?\nemg Source: Accenture und CARE, Within Reach, 2015 Page 25
‘

& c%mg Source: The Global Findex Datatiase 2014, World Bank Page 26
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Financial Inclusion —a $110 B Opportunity

Lack of Personal Documentation
Lack of Financial Infrastructure
Irsufficient Money

«  Financial inclusion & defined as “the provision of accessible,
affordable and refevant financial products to all individuals”
According to World Bank, there are about 2 bilfion adults
globally that are unbanked
According to Accenture, serving the unbanked represents a
$110 billion opportunity by 2020

Restrictive Regulations

Banked Adult Population % vs. Mobile Account Penetration % - Asia

5 3 &

&

.

.
|

&
3 & 8 S
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O
W et & & & R oS
w * "% Eankea BN Mobile connections rel. popuation
toan SourceWorld Bank Group, The Mobile Fcanoary 2015, GSMA & Digital, Social and
thedots NMobde, Accenture, Within Reach 2015
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Financial Access 2020
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Some 2 billkon working-age aduits globally do not use formad finendial services, Extending access to finance to
them |5 the first buliding block to bulld & better B
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Financial Access 2020

* The Universal Financial Access goal is that by 2020,
adults globally have access to a transaction account
or electronic instrument to store money, send and
receive payments as the basic building block to

| manage their financial lives
* The World Bank Group — the World Bank and IFC —
has committed to enabling 1 billion people to gain
access to a transaction account through targeted

interventions.

(onn.(ﬁng Source! http:/ /www worldbank n‘r:}j;\"»"l.»['n financialinetision it fachivsing
thedots sirdversabnanchl- by-2020 Page 29

Financial Access 2020

* The World Bank Group — the World Bank and IFC -- has
committed to enabling 1 billion people to gain access to a
transaction account through targeted interventions.

* The World Bank has set a target to help enable 400 million adults to
be reached through technical and financial support.

* |FC has set a target to help enable 600 million adults to be reached
through investment and advisory services.

* Also, 14 partners have pledged commitments towards
achieving universal financialaccess. They include Bandhan,
Bank Mandiri, Equity Bank, Global Banking Alliance for
Women (GBA), MasterCard, Microfinance CEO Working
Group, Microcredit Summit Campaign, ooredoo, Pakistan
Microfinance Network (PMN), State Bank of India, telenor,
Visa, World Council of Credit Unions (WOCCU) and WSBI.

Mng Source! http:/ /www worldbank org/en/topa/financialinedision et/ schivsing .
& thedots universat-financial-iccess-by-2020 Page 30
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Migrant Population and Remittance Trends

Global payments revenue is forecast to
grow 6% annually for the next 5 years.

Exhibit

Global payments revenue | forecasted o grow by 8 percent
annually for the next five years,

Payments revenue, § bhon’ CAGR,* CAGA,
201314 W41y
bl B
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“a cong.g“;‘g source: MclGnsey, How the Paymeants Industry is Being Disvrupted, Novermber 2015 Page 32
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Migrant Population and Remittance Flows

250 million (3.4% of world population) are
migrant workers

In 2015, migrant workers sent US5581.6 B
to their families in their Home countries.

In 2015, developing countries received
USS432 B of migrant worker remittances;
expected to rise around 4% in 2016-17.

Largest Remittance Receivers

India $69 billion Global
China $64 billion Average
Philippines  $28 billion Cost
Mexico $25 billion - A
Nigeria $21 billion

curee: Dilp Ratha, Suprpe De, Sorv Waze, Nirsten Schusttoer, WHiam Shaw, Manmpeter Wyss
83 connecting KSox! WO SR, SO0 S Mo o Sctuisin) Wihianr v lvseere M g B
srd Duvblegmant Briel 26, A0l 2006, World fank, Wesfirston, Of

Remittances Situation

* Remittances remain a key source of funds for developing
countries, far exceeding official development assistance and
even foreign direct investment.

* Remittances are relatively stable and acyclical.

* With approximately 250 million migrant workers,
remittances bring economic benefit to approximately
1 billion people in their Home countries.

* Persistent problems:

* Remittances are primarily being received in Cash in the
migrant workers’ Home country, especially in rural areas.

* Remittances are primarily used for consumption.
* Remittance prices still are high in specific corridors

connectin .
8) thedots o 2
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Market Share: Money Transfer Operators

MTOs have been
the primary
provider of
Remittances

defined as Person
to Person
international
payments sent by

WorldRemit,

overseas workers. 0.24%
Xoom, 2%

Industry Trends impacting Remittances

* Competitive pricing and services have put pressure on traditional MTOs
to shift from Cash to Digital payments.

* New global and local MTO entrants in the market have different models,
mostly with Send Digital payments and Receive Cash models, however,
some such as WorldRemit are Send digital only and prioritise a Receive
digital model with some Cash pick up options.

* Competition and partnerships with MNOs for remittances.

* More competition expected from social media players such as Facebook
and Whats App, and other players such as PayPal (via Xoom) and Card
schemes.

* Cryptocurrency and blockchain (separate topics) impacting industry.

Some new digital financial service providers focus on a model that is a
more holistic view of migrant workers’ financial relationship with their

transnational family, such as Home country bill payment and other
financial services.

connectin .
8:) thedots Page 35
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WorldRemit

= ol
... worldremit

vl-q._,‘.nm mg

® Send cash online within minutes
® Large range of destinations

"Poegest” ® No minimum transfer amount
People in more than 52 countries already use the WorldRemit app to send
around 400,000 money transfers every month to over 125 destinations.
WorldRemit is the leading sender of remittances to Mabile Money wallets
connecting to over 25 different services worldwide.
connecti soutve: Financial Tioses, Start.up stonies: Worlid Rermat breaks down bordoers, .
8‘) f'r‘\edo':g 17 April 2016 Page 37

Migrant Worker Information Portal

An initiative to serve migrant workers ©
across the ASEAN+ region: dmo

Project managed by
Markets Associatas Ltd

* Remittances: Compare remittance
services and costs to send money home

B[

* Financial Literacy: Greater reach of
relevant Financial information for the
unbanked and financially underserved
Diaspora

* Migrant Worker Assist: General
information to assist migrant workers
living abroad Planned launch in 2016

connecting N
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Microinsurance

) connecting .
8 thedots e

What is Microinsurance ?

Micro insurance are risk pooling products that are designed to
be appropriate for the low-income market in relation to
cost, terms, coverage, and delivery mechanisms

“...products provide risk protection for the low income ...
with tailor made products .... proportunately
They tend to have:
- Relatively low premiums
- Defined and limited cover
- Few, if any, exclusions
- Preference for groups
- Simple, rapid claims

(o"mﬂng Source: Micoinsuronce Cermter, Mromawance Setwork and TAIS |irgemational Assocation for
) thedots muranee Suesnison | Gukdancs Fapet Page Al
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Key messages on Microinsurance

* There is a huge revenue growth opportunity in
microinsurance. Less than 6% of the low income target market
has insurance.

* The microinsurance market is nascent compared to other
financial services geared to the low income segment. There
are many studies to demonstrate that microinsurance is a
profitable business.

* While remittances can act as a means of informal insurance for
family emergencies back home, insurance products can help
transnational families manage their risks and protect their
assets.

Opportunity: Remittances can be linked to micro-insurance

products in the Migrant Worker Home countries.

connecting
D thedots

Page 41

Conventional and Micro Insurance

Conventional Insurance Microinsurance

Often sold by unlicensed non-traditional
agents to low-income persons, preferably
in groups requiring significant consumer
education

If there are any screening requirements,
they are very limited to limit costs

Frequent or irregular premium payments.
Group pricing with links to other services.

Simple language, few to no exclusions,
terms appropriate to market,

Claims process for small sums insured is
simple yet still controls fraud.

i
i

Delivery Sold by licensed agents or brokers

Channels to wealth, middle class or
companies that typically
understand insurance

Controls Screening requirements may
include a medical exam, other
tests or certificate

Premiums  Annual, quarterly or monthly.
Based on age or other specific risk
requirements.

Policies Complex policy document, many
exclusions, usually annual terms.

Claims Claims process for large sums
insured may be quite difficult

connecting
D thedots
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Lives
covered

Gross written

Claims paid

premiums (USD)
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Global Landscape of Microinsurance
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Variety of coverages via a variety of channels

Life and
property '
coverage via et
MBAs, agents, | Life coverage
and MFls in via mobile in
the Philippines | Bangladesh "™
Flood
insurance via Life and accident
scratch card coverage via
in Indonesia kiosk in Thailand
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OFW Guard in the Philippines
OFWGuard

————ncome nsutance contract workers.

@ PIONEER us& Cost to Migrant Worker: PHP 500
(USD11) Only 1 policy can be active for

OFW Guard mainly covers Involuntary
Loss of Employment of overseas

each insured OFW.

* Targeted at the family and dependents of the OFW.

* Pioneer Insurance partnered with USSC, one of the largest operators of remittance
centers in the Philippines with a network of about 700 owned outlets.

* Claims are triggered by the involuntary loss of employment and repatriation of the OFW,
The payout amount is PhP30,000 (USD 650) lump sum which is equivalent to 3 months
of the average monthly remittance amount. There is also a Personal Accident cover of
PhP50,000 (USD 1,083).

*  Sign ups are easy and convenient, the application form has been simplified and can be
completed in a couple of minutes, Proof of cover is issued at point of sale at each of the
USSC outlets.

& cotrr\‘nemg Page 45

Access Staircase

Financial Access “Staircase”

I Transact
Earn

I Learn

* In most countries, the purchase of basic necessities accounts for some
80% of remittances. The remaining 20% can be invested in education,
health care, housing, small business ventures or simply saved for
unexpected emergencies or for retirement.

* By formulating long-term goals, mapping out a path to achieving them
and understanding the broad array of financial services available,
financial literacy empowers migrant workers and their families to build
a better future.

Remittances can be a catalyst for financial inclusion and empower families to

reach financial independence.

co“m“ng Souron: IFAD « fismittances arss Flrmnciul Lisency soed raphic sdupted from CFED Househole
& 5 Page 46
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Migrant Worker and Transnational Family

Bank account or mWallet Bank account or mWallet

Local payments and
Receive int’| remittance

Local payments and Send
int’| remittance — P2P/B/G

OPPORTUNITY:
Remittance linked credit

OPPORTUNITY:
Remittance linked
insurance

INSURANCE

Opportunity: Relevant products for the Migrant Worker must consider the

relationship between the Migrant Worker needs in his/her Host country, as well as
the family in the Home country.

connecting

thedots Page 47
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Allianz: Emerging Consumers
(Microinsurance) in Asia
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Further reading on Microinsurance

* The landscape of microinsurance in Asia and Oceania 2013

* The State of Microinsurance: The insider's guide to
understanding the sector

* Protecting the Poor: A microinsurance compendium,
Volume I

* Microinsurance Paper No. 7: Formalizing the Informal
Insurance Inherent in Migration: Exploring the Potential
Links Between Migration Remittances and Microinsurance

* WIN WIN WIN - Profitability and client value along the life
microinsurance value chain in the Philippines

connectin ie 5
8) thedots Page 50
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Collaboration

i X O%
. Customer Engagement
Human Centred Design
&, comnsgios

Collaboration

Figure 5: Major digital innovations in the financial services sector
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Collaboration

* IT Interoperability is critical; ability to connect to
many partners

* Collaboration with a new FinTech company may be a
means to provide a differentiated offering, improve
customer retention, and bring additional revenues.

* Ensure that the result provides your customer with a

seamless experience, focused on client behaviour
and needs.

& 'thotan Page 53

Customer Engagement

thgdots Source: Taking Frction out of Hanking. Seyond December 201% Page 54
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Customer Engagement

Omni Channel Strategy of Engagement

fG\

Mobile —————
Online

0 K

In Person
R connecting Page 55
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Human Centred Design

* Your brand and product is being defined by the
quality of the customer’s digital experience.
Customers want ease, speed, security, consistency
and personalisation.

* Digital financial services should not be seen as a
technology project, but rather as a human
interaction problem to be solved ... it should
understand the context and the culture of the end
user ... it should be Human Centered Design.

| connectin i
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Human Centered Design

Inspi ration Phase you'll learn directly from the people you're
designing for as you immerse yourself in their lives and come to deeply
understand their needs.

Ideation Phase you'll make sense of what you learned, identify
opportunities for design, and prototype possible solutions.

lmplementation Phase you'll bring your solution to life, and
eventually, to market.

And you'll know that your solution will be a SUCCESS because you've kept
the very people you're looking to serve at the heart of the process.

* Human Centered Design (YouTube)

* Human Centered Design — Grameen Foundation (You Tube)

83 cot'r‘\m;‘g Source! http/fwww designkitonpMumancentered -design Page 57

Digital Financial Services Opportunity

for Posts

* While FinTech is disrupting traditional banks’ retail banking services, a
‘digital first strategy’ by Posts can take advantage of new technology
and trends to expand and grow postal financial services.

* Posts have the opportunity to be a contributor in the global and local
Financial Inclusion agenda.

* Collaboration and IT interoperability is key for Posts to provide basic
account/m-wallet, international remittances and payment services for
personal and e-commerce transactions.

* Opportunity for Posts to explore offering an extended range of
Microinsurance services, which could be tied to remittance payments; a
nascent area of Financial Inclusion.

* Human-centric product design and an omni-channel strategy for
Customer Engagement will provide Posts with a competitive digital
financial services offering.
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THANK YOU

Juanita Woodward

Principal, CTD Connecting the Dots
www.c-t-dots.com
juanita.woodward@c-t-dots.com
Tel; 465 6468 3050

Mobile: +65 9170 8224
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