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“Feeling and acting socially
responsible is inextricably linked to
our identity. The fact is we were
born that way, it forms part of our
DNA. This translates into our way of
doing banking that is fundamentally
different from other players in the
sector, and furthermore, it is
profitable, efficient and fair.”
Isidro Fainé, WSBI President

FEATURED

26th WSBI World Congress illustrates the
global key role of savings & retail banks
WSBI members and other financial stakeholders from all over the globe got together for the first time since 2018 on 7-8 July in Paris. The central topic was sustainability with a usual focus on social
responsibility and financial education that the savings and retail banks share as core values.

“

F

eeling and acting socially responsible
is inextricably linked to our identity.
The fact is we were born that way,
it forms part of our DNA, and it is our
vocation. All of this translates into our way of
doing banking that is fundamentally different
from other players in the sector, and
furthermore, it is profitable, efficient and fair”,
said WSBI President, Isidro Fainé, as he
welcomed some 280 participants to the 26th
WSBI World Congress on 7 July in Paris.
His speech was followed by a welcome from
ESBG President, Dominique Goursolle-Nouhaud.

State for Digitisation and Artificial Intelligence
of the Government of Spain, Carmen Artigas.

and Sabasaba Moshingi, CEO at Tanzania
Postal Bank.

The panel ‘Sustainability Developments in
Policy and Regulation – Favourable for Locally
Focused Banks?’ also covered the topic with a
fruitful discussion among speakers form the
Bank of Uganda, CaixaBank, Swedbank and
Saudi Arabia’s Social Development Bank.
An ‘on the couch’ chat among speakers from
UNESCO and ASN Bank moderated by Groupe
BPCE gave an interesting account about ‘Banking
and environmental challenges’ with the
definition of biodiversity and the methodology
to measure environmental impact at its core.

A gala dinner, with the Eiffel Tower as the
protagonist of a breath-taking view, was kindly
hosted by WSBI-ESBG member Groupe BPCE
and the CEO of BPCE, Laurent Mignon warmly
welcomed the participants in his speech
delivered at the beginning of the gala dinner.

European Commissioner for financial services,
financial stability and Capital Markets Union
delivered the video keynote speech ‘Priorities
in financial services regulation.

WSBI President, Isidro Fainé, officially
inaugurated the 26th WBSI World Congress
on 7 July.

The two-day event was entitled ‘Regionally
rooted, globally responsible’. Sustainability was
the key topic at the centre of the discussions
and panels, as savings and retails banks seek
the most effective ways to move forward on
the topic and contribute to address the
pressing environmental needs. Notably,
it was the topic of two very different keynote
speakers: environmentalist and mountaineer,
Reinhold Messner; and European Banking
Authority’s Chairperson, José Manuel Campa.
“Sustainability considerations are becoming
a key element of the ways banks operate”,
said Campa during his intervention entitled
‘The role of banking in transitioning to a
sustainable economy’.
Sustainability was also the central topic of
the panel ‘Can Green & Innovative drive
Recovery?’, a discussion among speakers from
the European Bank for Reconstruction and
Development, the Roger Federer Foundation,
the European Commission, the Centre for
Finance, Technology & Entrepreneurship,
and a video intervention by the Secretary of

The key topics of social responsibility and
financial inclusion and education were covered
from a variety of angles during the 26th WSBI
World Congress on the panels: Global pandemic
recovery plans, The importance of financial
literacy, social responsibility – Turning mission
into act, and ‘Bridging the knowledge gap for
job creation: the role of financial inclusion,
education and skillset building for a strong
MSME sector’.
‘Introductory remarks: the role of ACRI in
supporting education and skillset building for
a more inclusive society. A boost for a strong
MSME sector in Italy’ was the speech kindly
delivered by Guiseppe Ghisolfi, Chairman of
the International Relations Committee at ACRI
Italy, an authority on financial inclusion among
our WSBI-ESBG members.
Another pressing topic for the banking industry,
which has been speeding up changes in the
sector in the last few years is digitalisation.
This was the topic of two extremely interesting
panels. ‘Between bricks and clicks: the role of
the banking branch in the digital era’, presented
a variety of realities, from bank branches as the
main channel in Tajikistan to a full ecosystem
of solutions for the customer based on 25 years
of mobile banking development in Zambia.
The panel ‘Future-proof banking: How do
savings and retail banks support customers
in the times of digitalisation and innovation?’
presented the outlook from the perspectives
of WSBI-ESBG members Laurent Mignon,
CEO of Groupe BPCE; Helmut Schleweis,
President of the German Savings Banks
Association (DSGV for its initials in German);

THE PARIS DECLARATION
At the end of the WSBI World Congress,
the association’s members approved the Paris
Declaration, a joint the call to policy makers
to develop a set of principles for designing
taxonomies that are centred on pragmatic
and science-based targets.
“As WSBI members are present in remote
areas, close to the people, and focus on SMEs
and private households, they are aware of the
necessity of having ambitious, yet pragmatic,
progressive and proportional, targets”,
says the document, which is available online.
The Declaration called for taxonomy design
principles that encourage interoperability and
mutual recognition to promote cross-border
sustainable finance and to reduce compliance
costs. It points out the need for a common
language to ease comparability while preventing
duplication of efforts and points to the EU-China
Common Ground Taxonomy (CGT) as
a promising first step in the right direction.
The WSBI President, Isidro Fainé,
closed the World Congress
with a message of optimism
despite the short-term
turbulent context the world
is living.
“The WSBI community of
banks is facing the future
with hope and optimism.
An optimism that translates
into specific actions for social
progress. This is evidenced by
our impeccable track record
in the way we do banking,
where financial inclusion is our
flag and with our philanthropic
actions, where our priority
is to help those most in need
through a wide range of social
and educational programmes”,
said Mr Fainé.

WSBI-ESBG is looking forward to marking its
100th anniversary with an event to take place
in Milan in 2024.

SCALE2SAVE SIDE EVENT
WSBI’s programme for financial inclusion,
Scale2Save, held a closing knowledge sharing
event on 6 July in Paris with focus on the
achievements of this six-year partnership with
the Mastercard Foundation: over 1 million
people banked in Africa and a substantial
contribution to the understanding of products
and services that can boost financial inclusion.
Scale2Save, to come to an end in August,
worked with local banks and microfinance
institutions in Cote d’Ivoire, Kenya, Nigeria,
Morocco, Senegal and Uganda. It implemented
eight innovative projects to reach out to the
lowest income people. As projects were
implemented, Scale2Save also contributed to
building knowledge about the key elements
of sustainable business models to serve this
segment of customers, often underserved or
completely excluded from formal financial
services.

PHOTOGALLERY ON PAGE 8.

From left to right: Isidro Fainé, President of WSBI,
Laurent Mignon, CEO of Group BPCE, Dominique
Goursolle-Nouhaud, President of ESBG, Helmut Schleweis,
President of German Savings Banks Association DSGV.
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NEWS FROM MIDDLE EAST

An overview of the banking sector
and trends in the Arab region
INTERVIEW WITH MR. WISSAM FATTOUH

The spread of the pandemic and the resulting
lockdowns have made digital transformation a
necessity for all institutions and organisations
in order to resume operations and continue
proving services to their customers. In fact,
with the increase in global trends towards
the adoption of digitisation, the spending
on technological infrastructure, specifically
artificial intelligence considerably increased,
where for instance – the global spending on
this kind of technology in businesses exceeded
$50 billion in 2020, and is expected to reach
$110 billion in 2024. Thus, digital transformation
is one of the most important pillars of the
future of the financial and banking sector, as
customers are increasingly moving towards
carrying out their banking transactions through
electronic applications and smart solutions.

Mr. Wissam Fattouh has been the Secretary General of the Union of Arab Banks since
November 2010. He is an expert in Arab and International banking and financial sectors,
acquired from over 25 years of experience in this domain and through extensive and close
relations with MENA Region, Europe and United States of America, in addition to regional/
International financial and regulatory bodies.
As a new partner of WSBI, how would you
evaluate the current and future cooperation
between UAB and WSBI?

I

t was with a great pleasure and honour
for us at UAB to sign a memorandum of
understanding with the World Savings
and Retail Banking Institute (WSBI),
which paved the way for long-term
cooperation and collaboration between the
two institutions for the benefit of our both
members. This relationship has already
materialised in many events, where WSBI
participated in UAB’s events and vice versa.
Moreover, I would like to announce in this
interview the survey conducted jointly by
WSBI and UAB, which aimed at detecting the
role of retail banking in the Arab banks in
achieving the sustainable development goals,
and how Arab banks can balance between
the developmental role and operational goals.
I also hope that this cooperation will continue
and flourish, and I hope we can conduct
additional common events and projects.
Could you give us a brief overview
of the Union of Arab Banks as an half
a century-old institution?
Since its establishment in Beirut in 1974,
the Union of Arab Banks (UAB) has been
a key reference for the Arab banking and
financial community, and a link among Arab
banks to strengthen their cooperation,
to coordinate their activities, and achieve their
common interests. Based on its vision, UAB is
keen to be the leading banking and financial
organization in the Arab region that works to
raise the Arab banking and financial industry
to the highest professional level, to develop
banking and finance in the Arab countries, and
to increase the effectiveness of the role played
by the Arab banks and financial institutions in
economic and social development. Currently,
and within this framework, UAB efforts aim at
contributing effectively to the achievement of
the sustainable development goals, through
holding events, initiatives, and activities,
in cooperation with the most reputable regional
and international organisations (among them
the World Savings and Retail Banking Institute)
to contribute achieving sustainable development
goals. These initiatives and activities aim to
eradicate poverty in the Arab region, ensure
quality education, achieve gender equality,
promote decent work for all, develop technological capabilities, and combat climate change.
I would like to note that UAB defends the
interest of the Arab banking sectors and
represents the Arab banks internationally
through strong ties established with the
international political and financial organisations
and institutions such as the United Nations,
the World Bank, the International Monetary
Fund, the European Commission, the Federal
Reserve, the European Central Bank, FATF,
and many others. I would like to add finally
that UAB established two platforms to defend
the interests of Arab banks in regional and
international arenas, and one of the most
important platforms established by UAB in this
regard are: (1) the dialogue initiatives that are
being held in the United States under the title
"US-MENA Private Sector Dialogue”, and (2)
in Europe under the title “EU-MENA Private
Sector Dialogue”. These two events gather
representatives from Arab banks and central
banks and US and European policy makers
and private sector representatives.
How do you evaluate the banking
institutions on the Arab region?
What are their main strategic trends?
Currently, there are nearly 450 banking
institutions operating in the Arab region.

Our estimations show that these banks
manage aggregate assets of about 4.2 trillion
dollars, with a deposit base of about 2.7 trillion
dollars. To highlight the relative size of the
Arab banking sector, note that its aggregate
assets represent about 150% of the Arab region
GDP, and the deposits represent about 90% of
the Arab GDP. The banks in the Arab region
play a crucial role in the economic and social
development in their countries, due to the
limited role of other funding mechanisms,
including capital markets, which are not well
developed in the majority of the Arab countries.
In this regard, the data show that the total
loans provided by the Arab banks to both
the Arab public and private sectors exceed
2.7 billion dollars, representing nearly 100%
of the Arab region GDP. I would like to add
finally that the Arab banking sector provides
job to more than 600 thousand people,
with large proportion of women and youths.
Banking in the Arab region has a main
specificity, which is the wide spread of Islamic
banking, represented by the large number of
banks that follow the Shira’a law, the large
size of many of those banks, in addition to
considerable proportion of population that
prefer to deal with such banks. This type of
banking is capturing more interest globally,
but the Arab Islamic banking is still dominating
globally, where about 70% of the global Islamic
banking assets are located in the region and 25%
of these assets are in the GCC countries alone.
Nowadays, banking in the Arab region
is witnessing two major developments:
(1) mergers and acquisitions, and (2) fast
digital transformation. These two phenomena
have been in fact pushed by the spread of
Covid-19 pandemic over the past three years,
in addition to other economic and operational
factors. Regarding the first phenomenon in
particular, the GCC countries in particular are
witnessing an unprecedented wave of bank
mega-mergers, within and across-borders,
which is resulting in the establishments of very
large banks, such as the Saudi National Bank
and the First Abu Dhabi Bank, in addition to
many other operations under process. Coupled
with the quick technological change, mergers
and acquisitions are indeed changing the
banking landscape in the Arab region.
As we are going through extraordinary
times, from your point of view,
what are the key challenges that
the Arab Banks currently face?
The Arab banks faced challenges
over the past two years,
represented by the spread of
Covid-19 pandemic and the
resulting repeated lockdowns.
Fortunately, to confront the
repercussions of the pandemic
and to limit its effects on the
economic, financial and banking
sectors, the majority of Arab
governments and central banks
adopted supportive initiatives,
packages and measures. On top
of these measures was ensuring
the continued flow of credit into
the economy, mainly through the
Arab banks. Banks in their turn
played a supportive role, by
extending the maturity of loans,
lowering interest rates, and
injecting even more loans to the
economic sectors and individuals.
This had some negative impact
on banks in terms of liquidity
and profitability, which started
catching up starting the second
half on 2021.

The liquidity is also showing more
improvement during 2022, with the large
inflows of funds resulting from the high oil
prices to the oil exporting Arab countries.
On the other hands, there are other challenges
facing the Arab banks, on top of them, there is
the cyber-security and AML/CFT risks resulting
from the increase reliance on technology.
In fact, this problem is confronting all banks
and banking systems around the world, and
can be considered as on the – unintended –
side effects of digitalisation and technological
transformation in banking. In this regard,
UAB has been conducting many events and
activities (e.g. conferences, technical forums,
and training workshops) in cooperation with
the Arab banking supervisory authorities and
banking associations to boost the awareness
of these risks and the means to mitigate them.
Finally, another challenge I would like to
highlight is preserving and developing Arab
banking relationships with the international
financial systems and with the international
correspondent banks. In the era of de-risking,
the Arab banks adopt the most strict measures
and best practice recommendations related to
compliance and combating financial crimes
and. The banks in the Arab region adhere
strictly to the international banking rules and
regulations, and in this regard, a continuous
development of governance frameworks,
compliance procedures, and IT infrastructures
is implemented.
Finally, how do you envisage the bank of
tomorrow in Arab countries?
The outbreak of Covid-19 pandemic at the
beginning of 2020 has amplified considerably
digital transformation trends, which had
emerged few years earlier.

Financial technology has started to gain strong
momentum in a number of Arab countries
since 2012, and it is estimated that the number
of financial technology companies in the Arab
region exceeded 250 by the end of 2020.
Hence, financial technology has constituted a
revolution over the past few years in the Arab
financial systems, as the emerging companies
in financial technology in the region have
succeeded in providing a diverse package of
financial services, including payments services,
digital currencies, money transfer, as well as
lending, crowdfunding and wealth management,
in addition to services Insurance. Therefore,
the Arab banks and financial institutions are
undertaking considerable changes in their
business models by expanding the adoption of
technology and investing in their infrastructure,
and in many cases by entering into partnerships with financial technology (fintech)
start-ups to improve their competitiveness
and increase reliance on modern technology
in providing financial services.
Nonetheless, while there are clear benefits
from fintech and digital transformation,
banks and regulators face challenges of
maintaining the same level of risk management,
oversight and protection standards for the new
emerging delivery channels that financial
institutions provide via fintech. For banks,
the main risks arising from the expansion
f the use of technology include cyber risks,
which rise with increased reliance on fintech.
For example, greater reliance on systems such
as the application programming interface,
cloud computing and other new technologies
increases the interconnectedness in the
banking system and makes it more vulnerable
to cyber threats.

WE THANK OUR 26TH WSBI WORLD CONGRESS SPONSORS
AND PARTNERS
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Beyond advocacy:
WSBI-ESBG as
platform of exchange
among members
By Janine Barten
WSBI and ESBG are not only associations that represent members and defend their interests, but they also have an
important role in providing platforms where members can exchange views and share best practices. In this article
we put three of these platforms in the spotlight: our Banking and Technology Network (BTN), our Marketing and
Communications Network (MCN), and our High-Level Group on Digitalisation and Innovation.

OUR BANKING AND TECHNOLOGY NETWORK:
DISCUSSING LATEST TRENDS AND DEVELOPMENTS
IN TECHNOLOGY

W

“At the Banking Technology Network, members follow the latest
trends and developments in the crypto industry: Decentralised
Finance (DeFi), Ethereum 2.0, non-fungible token (NFTs), layer 2
solutions, decentralized identity systems, etcetera,” said David
Alonso, Technology and Innovation PMO Manager at CECA
Bank and Chairperson of the network since early 2021.
“Tracking and understanding these innovations is the best
way to be prepared to offer new products and services to our
customers, ensuring consumer protection and complying with
current and future regulatory frameworks,” he added.
During the BTN meeting on 7 March 2022 and focused on
crypto-assets and blockchain/Distributed Ledger Technology
(DLT), Mr Alonso gave a presentation on the blockchain
platform Ethereum 2.0, elaborating on the benefits, challenges,
and implications of the project. Cyril Vignet, Coordination
Blockchain at Groupe BPCE, spoke with members about Know
Your Customer (KYC) compliant services on a public blockchain
in a retail banking environment. The presentations were
followed by a policy update on the proposed EU Regulation on
Markets in Crypto-Assets (MiCA) and the DLT pilot regime by
Astrid Satovich, Legal Adviser at WSBI-ESBG, and a roundtable
exchange on crypto-assets and blockchain/DLT.
The most recent meeting was held on 2 June 2022 and focused
on crypto-assets as well. Christian Castro Torres, Head of Public
Affairs at CaixaBank, spoke with members about the prudential
treatment of crypto-assets. “The Basel proposal for the prudential
treatment of crypto-assets, and other ongoing initiatives, are just
the beginning. New developments are key to set up a reasonably
safe business environment,” he said. A second presentation was
given by Andreas Kennemar, Chief Operating Officer at Safello,
a crypto company based in Stockholm. Members also used the
opportunity to discuss recent developments and challenges
within their organisations.

THE MARKETING AND COMMUNICATIONS NETWORK:
EXCHANGING ON OUTREACH TO STAKEHOLDERS
The Marketing and Communications Network (MCN) has a
similar format where senior managers exchange. Jordi Guaus,
Research & Marketing Innovation Director at CaixaBank, is the
Chairperson. In the course of 2021, he has been pursuing the
mandate of energising the group, which used to be known as
the Brand and Marketing Communications Network.
The revitalisation of the network consists of involving a wider
number of members, and rethinking its format and topics.
Previous meetings have been focusing on how to market core
banking needs and mortgages, customer experiences, and
engaging with stakeholders regarding sustainability.

I

n the midst of the new technological developments in
the banking sector, it is essential that users have the tools
to easily and quickly introduce them. That is why Banco
Atlántida, leader in digital banking in Honduras with
the most complete ecosystem of digital services, provides the
use of its platforms Atlántida Online for online banking and
Atlántida Móvil for banking on mobile devices, through a
series of education and mass communication strategies among
which the web portal with more than 90 tutorials show stepby-step how to carry out transactions safely and conveniently.
The initiative is part of the bank's comprehensive strategy
called "Digital Where You Are", which aims to ensure that
more people can use digital channels, supporting them in the
transition to switch to digital means. This encourages users to
break down the barriers to access banking services and allows
its use from any location.

ith roots in the last century as a Committee, and
revamped into a Network in 2013, the Banking
and Technology Network (BTN) is a forum where
members can exchange experiences, know-how
and best practices in the areas of Information Technology (IT),
digitalisation, innovation, and new technologies. BTN members
are senior managers from all the regions that WSBI and ESBG
represent. Currently, the BTN meetings are virtual, but hybrid
meetings are foreseen in the future.
Each BTN meeting usually consists of two presentations from
members, a policy update from the WSBI-ESBG advisers on a
topic of interest, and a roundtable exchange. There is plenty of
room for discussion and questions during these network meetings:
members are encouraged to share best practices, concerns,
and lessons learned from projects in their organisations.
Each meeting is centred around a particular topic consulted
with members beforehand. Some of the topics covered in past
meetings are cloud computing, digital identity, cybersecurity,
artificial intelligence, open banking, customer engagement,
and digital currencies.

Banco Atlántida
promotes digital
banking through
financial education
in Honduras

On 31 March, the 5th meeting of the Marketing and
Communications Network took place. The meeting was attended
by professionals from all over the globe and this meeting focused
on data for promotional campaigns and customer profiling.
Daniel Draenkow, Head of the Media Department of the
German Savings Banks Association (DSGV), gave a presentation
on the measurability of campaigns and data-based approaches.
“Data helps us understand the needs of our customers.
This is the foundation for relevant communication and
successful campaigns,” he said during his presentation.
In addition, Adrián Muller, Area Director Customer Omnichannel
Activation at CaixaBank Business Intelligence, spoke with members
about delivering smart, personalised and omnichannel experiences
in the financial service sector. “We use data to build predictive
models, as well as the latest machine learning techniques to
enrich the customer experience,” he said. The presentations
were followed by a roundtable exchange on these topics.

The tutorials are a dynamic and educational resource that
show transactions from how to open a savings account on
the mobile phone, the payment of public services, payment
of credit card, transfers between accounts to buying dollars
amongst other 400 transactions that can be done without
having to go to a physical branch.
The portal is available on the website and customers can
intuitively navigate to build user experience, search for the
tutorial they need according to the transaction they are going
to carry out or the type of segment they belong to at any time.
With the rise of short videos on social networks, a trend that
is becoming more and more popular, Banco Atlántida resorts
to this method to show customers how easy and safe it is to
carry out these transactions without having to travel, saving
time and money.
At the end of 2021, more than 5 million visits to the portal
were registered and since then it has continued to update to
provide more useful content.

THE HIGH-LEVEL GROUP ON DIGITALISATION
AND INNOVATION: STRATEGIC DISCUSSIONS ON
THE DEPLOYMENT OF TECHNOLOGY
This platform brings together senior representatives from the
global membership, assisting members in achieving a view
of key market and technology trends and their implications.
This High-Level Group addresses under the lens of digitalisation
and transformation any facet of retail banking, including
strategy and organisation, product management and customer
engagement, channel management, and IT.
The last in-person meeting of the High-Level Group before the
pandemic took place in Singapore in 2019, where a WSBI-ESBG
delegation of senior representatives seized the opportunity to
attend the Singapore FinTech Festival. Although the meetings of
this platform were suspended in the last two years due to the
pandemic, WSBI-ESBG is now bringing this group back together
again in a hybrid format. The most recent meeting took place
in June and topics like Business Intelligence, KPIs and digital
identity featured on the agenda. Presentations were given both
by WSBI-ESBG members and an external speaker from itsme,
a Belgian digital identity application, and were followed by
discussions to share respective insights and views on the topics.
For the fall of 2022, both an online meeting and another hybrid
meeting of the High-Level Group are foreseen.
By organising these networks, WSBI-ESBG is giving members
the opportunity to learn from each other about best practices,
share experiences, build an international network, and stay up
to date regarding recent developments. We believe that we are
stronger together and these networks are one of the ways in
which we put this principle into practice.

Janine Barten is the WSBI-ESBG
adviser with expertise on digital
finance and innovation.

Additionally, the bank will continue promoting the mass
promotion of alternative channels and financial inclusion,
through its TV program Digital Donde Estés (Digital wherever
you are), which is the first program of its kind on national
television in Honduras and it is also transmitted through
Facebook live.

In the midst of the new technological
developments in the banking sector, it is
essential that users have the tools to easily
and quickly introduce them.
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How can the finalisation of Basel III
standards in the EU keep banks safe
and the economy strong?
“The EU decision makers should aim for a
proportionate and balanced implementation of
the Basel IV standards within the EU regulatory
framework. This can be achieved by properly
taking into account the specificities of the
European banking market, while at the same
time respecting the international agreement.”

Another important element relating to the output floor is its
level of application. In order to avoid fragmentation of the
banking market, the Commission has proposed to apply it
at the highest level of consolidation, just as prescribed in the
Basel reform. Within banking groups, this is coupled with a
re-distribution mechanism of the impact incurred at the highest
level of consolidation across the parent and the subsidiaries.
This mechanism allows EU banking groups, which are bound
by the output floor, to allocate capital within the group more
effectively compared to an application at the individual level,
while still reflecting the respective riskiness of the group’s
presence in each Member State.
However, host-countries have balked at the plans of the
Commission, to the point that the French Presidency suggested
in its compromise proposal to apply the output floor at all
levels throughout a banking group but leaving open the option
for countries to go for consolidated level if they want to.
By Roberto Timpano
The “Basel III: Finalising post-crisis reform” standards,
commonly referred to as “Basel IV”, are changes to international standards for bank capital requirements that were
agreed upon by the Basel Committee on Banking Supervision
(BCBS) on 7 December 2017. In the European Union (EU),
the new rules shall enter into force on 1 January 2025 with
some transitional arrangements that lead up to 2030 and 2032.

O

ne of the key elements of the Basel IV reform,
due to its impact on banks’ capital requirements,
is the famous output floor. As the name suggests,
this is a measure that sets a lower limit (floor) on
the capital requirements (output) that banks calculate when
using their internal models in comparison to the same result
obtained using the standardised approach to credit risk.
Its aim is to reduce the excessive variability of institutions’ own
funds requirements calculated using internal models, thereby
enhancing the comparability of institutions’ capital ratios. It will
be gradually introduced from 1 January 2025 over a period of
5 years, starting from 50% to its final value of 72.5% by 2030.
Besides the 5-year phase-in period, the European Commission
has introduced some additional transitional arrangements to
spread out the impact of the output floor up to 8 years in its
new Banking Package (i.e. the legislative proposal issued in
October 2021 transposing the Basel IV standards in the EU
regulatory framework), specifically in relation to exposures to
unrated companies, low-risk mortgages, derivatives and others.
More concretely, during the transitional period, institutions
can apply a preferential risk weight of 65% to their exposures
to corporates without an external rating, provided that the
probability of default (PD) is less or equal to 0.5% (which
corresponds to an investment grade rating). For low-risk
mortgages, Member States (at their discretion) may allow
institutions to apply a preferential risk weight of 10% to the
secured part of the exposure up to 55% of the property value,
and a risk weight of 45% to the remaining part of the exposure
up to 80% of the property value. This provided that certain
conditions aimed at ensuring the low risk are met and verified
by the competent authority.
These transitional arrangements, particularly those referring to
low-risk mortgages and unrated corporates, however, do not
address the underlying structural factors that are prevailing in
the European banking sector.
For low-risk mortgages this is the prevalence of “dual recourse”
for mortgage lenders in most EU member states. Dual recourse
means that the borrower is personally liable, making the same
loan less risky compared to other jurisdictions where real-estate
loans are only backed by the collateral.

Moreover, the US market, for instance, has been characterised
by a number of factors, which have encouraged the growth of
securitization and this, in turn, has substantially reduced the
need for mortgage lenders to hold own funds. By contrast,
European banks normally keep their mortgages on the balance
sheets and thus need to hold own funds.
For unrated corporates, the underlying structural factor is
the reliance of most European corporates on bank financing
over capital market financing, for various historical, legal and
structural reasons. In contrast to the United States where only
around 25% of the corporates use bank financing, European
banks play a pivotal role in the economy providing a staggering
80% of financing to corporates in the EU.
Against this background, it becomes important that the EU
co-legislators consider an alternative that makes the arrangements
permanent, or at least phased out based on the actual observation
of structural changes. In the case of low-risk mortgages this
could be the share of mortgages securitised and out of the
bank’s prudential scope. In the case of unrated corporates,
it could be the share of corporates rated by eligible
rating agencies.
Failing to implement credible solutions for these structural
factors would put the European economy in danger and create
a cliff edge effect once the transitional arrangements will be
completely phased out.
Furthermore, since the same underlying structural factors
prevail for institutions applying the standardised approach,
an extension of the transitional arrangements to institutions
using the standardised approach for credit risk should be
logically considered. This would ensure a level playing field
should the transitional arrangements become permanent,
thus creating a higher degree of consistency between risk and
capital weights both for institutions applying internal models
and covered by the output floor and for institutions applying
the standardised approach.
From a legislative perspective, the initial proposal of the
European Parliament’s Rapporteur on Basel IV, MEP Jonás
Fernandez (S&D, Spain), to restrict the scope of the transitional
arrangements and to remove the possibility to extend them or
make them permanent has been heavily objected to by other
political parties and might change during the negotiations.
The French Presidency of the Council has instead left the
transitional arrangements untouched in its compromise
proposal issued in June, just before the end of its mandate.
The newly established Czech Presidency is now driving
negotiations among member states based and aims to
reach an agreement by year end.

Although the political debate in the Council seems to have
deviated from the Commission’s proposal, which was balanced,
it is important that the EU sticks to what is prescribed in the
Basel framework and applies the output floor at the highest
level of consolidation. This would allow to recognise
diversification effects and avoid any unintended impact on
specific business models. Otherwise, banks will be incentivised
to optimise capital requirements and opt for cross-border
branch rather than subsidiary structures, also known as
“branchification”, which is often not well-received by host
country regulators.
A third element that Europe should carefully consider in
relation to the output floor is its interaction with EU specific
capital buffers, in order to avoid any undue capital increase
compared to the international standards agreement. A political
consensus on this aspect seems established, and the European
Central Bank (ECB) has already committed through tis March 2022
Opinion on the banking package to neutralise unwarranted
arithmetic effects on Pillar 2 requirements arising from the
introduction of the output floor.
In conclusion, the EU decision makers should aim for a
proportionate and balanced implementation of the Basel IV
standards within the EU regulatory framework. This can be
achieved by properly taking into account the specificities of the
European banking market, while at the same time respecting
the international agreement. The co-legislators should thus take
into consideration the risk nature, scale and complexity of the
activities of European credit institutions in order to allow them
operating under a non-detrimental regulatory framework and a
fair global level playing field. Ultimately this would strengthen
the European banking sector – the backbone of the EU’s
real economy.

Roberto Timpano is WSBIESBG’s Senior Economic Adviser.
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ANALYSIS

Hopes and hurdles: The revolutionary
fight against financial crime in Europe
By Astrid Satovich
« When credit and financial institutions are used to launder
proceeds from criminal activities, the soundness and stability
of the particular institution concerned and confidence in the
financial system as a whole could be seriously jeopardized,
thereby losing the trust of the public. »

W

ith these words, the first proposal for an EU-wide
Anti-Money Laundering Directive (AMLD) began
in 1990. EU policy makers saw the need for an
effective tool to prevent the misuse of the
European financial system for the purpose of money laundering
and terrorist financing. They introduced rules for the identification
and verification of clients, the monitoring of transactions and
the reporting of suspicious transactions. Ever since, these rules,
commonly known as ‘customer due diligence’ requirements,
have been constantly adjusted to meet the changing environment
in which actors of the financial world operate.
In July 2021, and as a reaction to several money laundering
scandals (e.g. LuxLeaks, Panama Papers) the European
Commission finally published a proposal for an AML package,
consisting of four legislative proposals that aim to harmonise
the fragmented regulatory environment. The AML Directive will
be revised and huge parts shifted to a first ever AML Regulation
that will set binding standards for all Member States. New rules
will furthermore be introduced for transfers of crypto assets, to
close loopholes in the crypto market.
The set of rules will be accompanied by the establishment of
an EU-wide agency for the fight against money laundering and
terrorist financing. The AML authority, dubbed AMLA, will play
a key role in the realisation of EU legislators’ new approach.
Not only will it coordinate information sharing practices
between national Financial Intelligence Units (FIUs), but it
will also directly supervise the riskiest entities. Moreover,
the agency will take over the role of an AML standard setter
from the European Banking Authority (EBA). Currently, the EU
legislators are working on their positioning on the different
files and discussions already show that there are plenty of
provisions that will require much patience from negotiators
as they come together to finalise the legislative acts.
Politicians in the European Parliament fight for stricter rules
for the identification of beneficial owners, while the Council

of the EU was at least able to reach a provisional agreement
on parts of the AMLA Regulation that equip the authority with
more powers regarding direct supervision of certain types of
credit and financial institutions, including crypto asset service
providers, if considered risky. The Council furthermore entrusts
the authority to supervise up to 40 groups and entities in the
first selection process. The call for a stronger mandate for
the AMLA comes from several key EU players, including the
European Central Bank (ECB). It is therefore likely that the new
agency, which shall be fully operational by 2026, will be larger
than initially foreseen by the European Commission and thus
will require more staff and wider infrastructure, which leads to
increased budgetary implications. The European Parliament
discussion about the customer due diligence rules in the AML
Regulation quickly heated up after the presentation of the draft
report in the responsible joint committee, as the rapporteurs
sharpened the rules in several terms. Furthermore, the draft
report on the AML Directive introduces beneficial ownership
identification rules in the context of luxury goods and the real
estate sector. To put it bluntly, there are already plenty of
provisions in the AML package that provide for long discussions
among policy makers, and the race for the location of the new
EU agency has not even begun.
The European Savings and Retail Banking Group (ESBG) has
a long history in the committed fight against financial crime.
Not at least due to the core value of responsibility, that is
deeply integrated in the identity of savings banks, the experts
of the dedicated ESBG Task Force on AML assessed the
proposed package over the last months. Discussions in several
sessions resulted in 66 concrete amendment proposals to
specify the needs of the banking sector. The amendments
address provisions that would hugely impact the daily business
of banks, while also proposing additional rules that would lead
to a more effective framework. The experts point to existing
issues in the current framework while explaining why not only
more, but also better regulation is needed when it comes to
bringing money laundering and terrorist financing to an end.
Among the amendment proposals, the Task Force calls for
enhanced information sharing practices, clarification regarding
the roles within the three lines of defence and for feasible
customer due diligence rules. Particularly, the justified
amendments elaborate on the risks of limiting cash payments,
the need for lists of trusted exchanges and regimes as well as
the sense of purpose to provide the option of outsourcing,

especially for smaller entities. In general, savings banks ask
for the avoidance of double reporting, a feasible supervisory
framework that does not create loopholes and a goal-oriented
exchange with authorities. The ESBG has held meetings with
Members of the European Parliament to present the amendment
proposals and advocate for the position of savings banks.
In the exchanges, the politicians showed a good understanding
for the key concerns addressed in the amendments. The ESBG
additionally participated in a joint stakeholder letter to decisionmakers, that aimed to raise the awareness of the business’
concerns regarding the lowering of the threshold for the
identification of beneficial owners of legal entities. Unjustified
rules that would not effectively contribute to the fight against
financial crime, while at the same time would lead to an
enormous increase in administrative burden, are not in
anyone’s interest. In the end, money laundering is a crossborder phenomenon and thus should be treated as such.
Therefore, the international standards of the Financial Action
Task Force (FATF) must not be disregarded, and European
rule setters should keep the big picture in mind when
revolutionising the landscape.
To put a long story short: After the publication of the first AML
Directive in 1990, it took the European legislator 11,442 days to
propose a framework, that has, for the first time, the potential
to create a truly harmonised and effective AML landscape
across Europe and thereby combat financial crime, ultimately,
to contribute to building trust in the financial system, as stipulated
in the introductory wording of the first AML Directive. However,
like in many cases of European decision-making, the devil is in
the details, and it is yet to be seen how bold the final texts of
the AML package will be. The savings banks stand ready to
contribute to the fight against money laundering and terrorist
financing in the best way possible.

Astrid Satovich is WSBI-ESBG
Legal Adviser with expertise
in Anti-Money Laundering and
Counter Terrorism Financing
policies.

REGULATION

From open banking to open finance
By Alessia Benevelli
Coming into force on 13 January 2018, the Revised Payment
Services Directive (the so-called PSD2), promised to unlock the
potential of open banking in Europe. Less than five years later,
the European Commission is assessing whether to take steps to
go beyond open banking, in a move towards open finance.

THE BEGINNING OF OPEN BANKING: THE REVISED
PAYMENT SERVICES DIRECTIVE (PSD2)

T

he purpose of the PSD2 was to increase pan-European
competition and foster innovation in the payments
sector. By enabling the sharing of payment account
data on the customer’s request, PSD2 paved the way
for a new era in banking. The era of open banking, an
ecosystem that provides third-party providers with open access
to consumer banking, transaction, and other financial data via
the use of application programming interfaces (APIs), was long
awaited and promised to disrupt the payments ecosystem by
demolishing the barriers to the entry of new players in the
arena – typically fintechs. Customers are required to grant their
consent to let the bank allow such access. Use cases include
comparing the customer's accounts and transaction history to
a range of financial service options, such as aggregating data
from customer’s payments account held at different institutions,
creating marketing profiles, or making new transactions and
account changes on the customer's behalf.

However, since the beginning of this new era, it became
clear that PSD2 alone was not enough, as several payment
functionalities were beyond its scope, such as payment
guarantee, future dated payments, delegated Strong Customer
Authentication, among others. In addition, both banks and
third parties soon agreed that the full benefits of innovation
and competition could only be unlocked by the cooperation
between market participants and with the establishment
of common standards.

THE TRANSITION TOWARDS OPEN FINANCE
A flourishing data-driven market – be it in payments, financial
services, or between different industries – should be based on
principles of mutual benefits and potential monetisation of
services and infrastructure by all market participants, and thus
should take a different approach to PSD2. In other words, it is
essential to move away from the logic of PSD2, whereby banks
must provide access to their accounts to payment service
providers without any contractual relation and without any
compensation for enabling the access to the payment account
data through a costly infrastructure. Cooperation between
market participants and further standardisation are key drivers
of data sharing. On this basis, in November 2020, the Euro
Retail Payments Board (ERPB, a high-level strategic body tasked
with fostering the integration, innovation and competitiveness,
established in 2013 by the European Central Bank) launched
the preliminary work to establish a scheme that would ensure
wide market adoption and harmonisation, while allowing
innovative and competitive approaches by scheme participants.

Finalised in June 2021, the work set requirements and
recommendations for a Single Euro Payments Area (SEPA)
Application Programming Interface (API) access scheme.
This work was further developed over the first half of 2022
by the European Payments Council (EPC), who accepted the
invitation to become the manager of the payments leg of the
scheme and to develop the Rulebook of the new SEPA Payment
Account Access (SPAA) scheme. With the legal and regulatory
requirements of PSD2 constituting the baseline, the SPAA
scheme covers the set of rules, practices and standards that
will allow the exchange of payment accounts related data,
and facilitate the initiation of payment transactions in the
context of value-added services provided by banks to third
parties. By going beyond PSD2, the SPAA scheme represents
the first attempt in Europe to move towards open finance.

THE FUTURE OF BANKING AND OPEN FINANCE: EUROPE,
SOUTHEAST ASIA, AFRICA AND LATIN AMERICA
As the natural evolution of open banking, open finance
promises to unlock a wider range of financial products and
services to the transformative impact of third-party data sharing.
Financial data such as mortgages, savings, pensions, insurance,
and consumer credit – basically the customer’s entire financial
footprint – could be accessed by trusted third parties based on
customer’s consent. The end goal is improved financial health
driven by market innovation and competition. In this context,
Europe is lagging behind other countries that already launched
or are about to launch their open finance frameworks.
(CONTINUES ON PAGE 6)
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As Southeast Asia is digitising rapidly, regulators are keen on
creating a framework where an open banking ecosystem can
strive, inter alia by implementing sandbox-style collaborations
between banks and fintechs. This is happening following two
very diverse approaches. While Indonesia and the Philippines
are pushing ahead with regulatory frameworks, regulators in
countries such as Singapore and Malaysia have adopted a
market-driven approach, in which adoption is dictated by
market demand. Open Banking has especially moved quickly in
India, where 2021 can be considered the year of open banking
after the launch of scalable Open Banking initiatives by banks,
neobanks, and fintechs1.
In Latin America, the landscape is fragmented. On the one
hand, Brazil is paving the way towards innovation in banking.
Here open banking was made mandatory since the start of its
implementation in 2021, the open circulation of information has
allowed financial institutions to offer tailor-made products and
services. In December 2021, Brazil entered the fourth and final
phase of implementation, with the application of systems for
sharing insurance, pension, capitalisation, foreign exchange,
and investment data2.

1
2
3
4
5
6

On the other hand, Argentina and Peru have not implemented
any legislative framework and are rather taking a more cautious
approach, inter alia by analysing the steps taken by other
countries in the region. In the middle, Mexico opted for a
regulatory path similar to that of Europe, but the implementation
deadlines are not yet clear3.
On the other hand, in Africa the jump towards open finance has
not happened yet. However, open banking is gaining momentum
throughout the continent: the Central Bank of Nigeria,
for instance, pushed by fintechs eager to expand their financial
services offer and solve obstacles that have stood in the way of
collaboration with major banks4, proposed new guidelines on
open banking in May 2022. Work is also ongoing in Kenya,
where the Central Bank recently released its vision for a fiveyear digitalisation plan to modernise the country’s domestic
payment landscape5. Similarly, the South African Financial
Sector Conduct Authority released a report6 in 2020 that
identified routes to regulation. If implemented, a combination
of regulations, standards, implementation, and enforcement will
help South Africa go beyond open banking systems already in
place and reap the full advantages of open finance.

THE WAY TO GO
All in all, open banking and open finance promise to boost
innovation and benefit the whole ecosystem. However, when
considering that a high proportion of the world’s population is
underbanked or even unbanked, with figures going above 50%
in some countries according to the World Bank, the efficacy of
open banking an open finance may not reap its full potential.
In this context, however, an open ecosystem that fosters
competition may facilitate financial inclusion for millions of
people. On the other hand, both consumers and financial
institutions should bear in mind potential risks connected
with data sharing, like fraud, privacy breach, and identity theft.
A safe and sound ecosystem, with proper regulations and
supervision, will be key to ensure the success of all initiatives
that leverage data sharing.

Alessia Benevelli is WSBI-ESBG
Adviser with expertise on payments
and innovation.

See Diego Rojas, “The case for Open Finance in Southeast Asia” (April 2022), available at https://thepaypers.com/thought-leader-insights/the-case-for-open-finance-in-southeast-asia--1255512.
https://www.openbankingexcellence.org/blog/the-evolution-of-open-finance-in-brazil/
https://belvo.com/blog/the-state-open-banking-latam/
https://qz.com/africa/2167632/nigerias-central-bank-releases-draft-guidelines-for-open-banking/
https://www.centralbank.go.ke/wp-content/uploads/2020/12/CBK-NPS-Vision-and-Strategy.pdf
Financial Sector Conduct Authority (FSCA): “Regulating Open Finance Consultation & Research Paper,” Kagiso Mothibi, Dino Lazaridis and Awelani Rahulani.

INTERVIEW

EU wallet: The ecosystem
program by nature
INTERVIEW WITH OLIVER LAUER
Oliver Lauer is the head of digitallabor.berlin and represents
the Identity and Fintech department at the Germany Savings
Bank Association (Deutscher Sparkassen- und Giroverband,
DSGV), a WSBI-ESBG member organisation. DSGV is the
umbrella organisation of the Savings Banks Finance Group
(Sparkassen-Finanzgruppe), who is active on the market
through over 520 companies. Olivier Lauer is also co-chair of
the European Credit Sector Associations (ECSAs) Task Force
on Digital Identity.

ESBG: Can you briefly explain what the Digital Identity
Wallet (DIW) is and what is so innovative about it?

I

magine you are driving your car and you are pulled over
by the police for a random check. You look for your
driving license and realise it is inside the wallet that you
forgot at home. With the Digital Identity Wallet (DIW), you
could simply open an app on your mobile phone and share the
relevant information with the police officer. More technically
speaking, the DIW will be a mobile and/or web app to store,
use, and combine digital, tokenised, and app-based credentials.
These credentials can be qualified ones, meaning certifications
and documents provided by public entities, or non-qualified
attestations provided by private entities.
With the DIW the customer will not only be able to decide which
credentials they want to hold in their digital wallet, but also
where, when and for what purpose to use their digital identity.
Only the customer is aware of its usage, thus ensuring full
privacy, just as they already do today with their physical wallet.
ESBG: What could the EU DIW mean?
If – as the European Commission’s proposal currently says – the
EU DIW will be usable cross-border, any EU citizen will be able
to open a bank account or authorise a payment transaction in
any participating EU country from the comfort of their home.
Powered by these capabilities and the European Commission’s
willingness to mandate its usage in its many functional areas of
application, the DIW can become the first standardised EU-wide
ecosystem with an enormous potential to drive the digital
business and its maturity at the EU and every Member State.
ESBG: You are the co-chair of the European Credit Sector
Associations (ECSAs) Task Force on Digital Identity of
which ESBG is part. Could you elaborate a bit more
on the work of this Task Force?
The ECSA’s Task Force was established in February 2021
with the aim of working together on a common position
of the EU banking industry in the digital identity space.
The Task Force consists of around 50 experts from more than
30 countries interested in contributing to an EU-wide approach
on the topic of digital identity.

On the one hand, the Task Force follows the development of
the current proposal that represents the legal backbone of the
DIW, the Regulation on electronic identification and trust
services for electronic transactions in the internal market,
known as the eIDAS2 Regulation. The Task Force worked on
analysing the proposal and recommending amendments from a
bank’s perspective. On the other hand, we have formed a small
expert group that aims at supporting the development of the
technical reference architecture powering the wallet in the
future. This e-ID Architecture and Reference Framework (ARF)
provides more detailed information about how the DIW would
be set up and also describes the high-level specification for the
ecosystem supporting the DIW.
Additionally, the Task Force will also support banks that
participate at the EU Large Scale Pilot, a new two-year EU tender
that will go along with the development of the digital identity
proposal and its reference architecture. This in order to test the
maturing eIDAS2 proposal and its design and technology.
What will be the main challenge for banks regarding
the eIDAS?
From my point of view there are several challenges. One is to
build only one architecture, thus preventing the (banking)
sector from having to implement up to 27 different solutions.
This is a concrete risk as most Member States have already
digital identity solutions – or even wallet-based solutions –
in place and will clearly try to protect their legacy.
Another challenge is to find the right balance between mandatory
and optional acceptance. Without a clear obligation, the EU Wallet
approach will fail because nobody will integrate the wallet by
default. However, if too many obligatory use cases are mandated
by law, the initiative might become a too bureaucratic,
non-flexible, non-innovative monster and will fail as well.
Finally, I believe it is crucial that banks become a key contributor
to the regulation and the architecture, leveraging their decades
of experience in the area of payments and strong customer
authentication. In this respect, banks might play a bigger role in
the future in the context of the EU Large Scale Pilot projects.
ESBG: And in what ways will banks benefits from it?
Many, if you ask me. The most important one in my eyes is that
the EU Wallet can become a customer-centric banking tool at its
best, even if it is not provided by the banks.
And of course, if the DIW becomes a customer and an app
success story, it can heavily digitalise the banks and its processes
on the front-end and the back-end side, reducing costs and
throughput times. A digital identity is the often-missing link in
a true digital process, for instance during the onboarding of
new customers.

It can not only speed up the process, but also reduce costs
connected to staff engagement and paper usage. The EU Wallet
can become the first EU-wide ecosystem, where banks can
create new products and services with other wallet partners,
not only locally, but cross-border. The EU Wallet can become
an ‘EU-Ecosystem-Program by Nature’.
And also, digital payments can become more secure. If a
payment transaction is additionally secured by Personal
Identifiable Data (PID) and the PID is also bound to hardware
on the phone, this will increase security, thus reduce the risk
of fraud and even costs.
ESBG: Looking from a global perspective, do you see
chances for the EU DIW outside of Europe?
Actually, I have never thought about this. The EU approach is
already very complex, one should consider that it is quite a big
challenge to synchronise the interests of 27 Member States.
Honestly, I think other jurisdictions are already advanced when
it comes to e-ID, so I do not think the EU DIW will be used
elsewhere. But even if it will not be used in the US, in China nor
in India anytime soon, Europe can evolve into a ‘Silicon Valley
for Identity and Security Technologies’. The Self Sovereign
approach of the EU DIW can be considered as a footprint for a
global approach to data protection, privacy, and security to be
replicated by other countries, similarly to what happened with
the General Data Protection Regulation in recent times.
ESBG: What is your expectation concerning physical
identity cards? Do you think they will disappear in
the long run?
I believe physical identity cards are here to stay for longer
than expected, even if the DIW were a huge success. Actually,
ID cards can perfectly be combined with DIWs and the physical
card can act as a fallback measure if a mobile phone or a
smartwatch do not work, for instance in case it runs out of
battery. Although cards can never be as feature-rich as wallet
apps, basic features are always available for identification and
authentication. Therefore, physical cards are important from an
inclusion perspective, for people who do not have a smartphone or do not want to use one.
ESBG: With regard to the timeline, when do you think
the consumer would be able to actually use the EU DIW?
In a full production environment, I think customers can
reasonably expect to start using their DIW in 2025, with pilots
already starting in 2024.
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Bank Asia Agent Banking:
An initiative to reach the unreached people
for better financial inclusion in Bangladesh
By Jakirul Islam

A

number of banks have emerged with several
technology driven innovative banking solutions to
accelerate the national financial inclusion drive under
prudent directives and support from the central bank
(Bangladesh Bank) in Bangladesh. Bank Asia pioneered Agent
Banking in 2014 for rural financial inclusion under the auspices
of Bangladesh Bank. The bank is extending full range of
banking services to the last mile citizens across the country.
Bank Asia’s Agent Banking with a vast network of more than
5000 agent outlets is reaching more than 5.1 million customers
across 64 districts in Bangladesh. Bank Asia, alone represents
more than 45% of total female customers in Agent Banking.
It serves more than 2.0 million social safety net (SSN)
beneficiaries through its Agent Banking.
Table 1. Provider-wise client base in Agent Banking
Dutch-Bangla Bank

4.704.811

31%

Bank Asia

5.154.261

34%

Al-Arafah

574.424

4%

Islami Bank

2.762.289

18%

Agrani Bank

508.497

3%

1.488.864

10%

Others

Bank Asia’s agent outlets doubled over the past three years and
it added more than 3.0 million customers over the past years
of pandemic. It partnered with a2i to expand agent network
through Union Digital Centre (UDC) and Bangladesh Post
Office (BPO) under PPP model.
• Bank Asia owns more than 26% of total agent banking
outlets across the industry
• 62% of its total agent banking customers are women.
• The agent banking pioneer ranked top in customer
acquisition. More than 90% customers of its agent banking
fall under the rural geography.
• Bank Asia is the only bank in Bangladesh who received
grants from the Gates Foundation and MetLife Foundation
to address the gender gap and financial health within the
Low & moderate income group people.
Table 2. Number of of agent outlets
Bank Asia outlets

Total number

March 2019

2.748

7.838

March 2020

3.534

11.875

March 2021

4.400

16.421

March 2022

5.129

19.530

Figure 3. Bank Asia Agent Banking Customers
March 2019

875.169

March 2020

2.457.175

March 2021

3.968.997

March 2022

5.154.261

BANK ASIA’S UNIQUE ‘MICRO-BRANCH ‘MODEL TO MAKE
THE RURAL ECONOMY MORE VIBRANT1
Bank Asia adopted its pioneering ‘micro-branch’ model in
agent banking. Recently it expanded a sizeable network for its
invention of ‘rural micro-merchant’ towards building a complete
digital banking ecosystem for the rural economy. Agent banking,
in contrast to other branchless banking, is largely driven by an
exclusive specialized agent model. This could be due to initial
investment requirements to set up an outlet: An outlet in agent
banking is exclusive for Bank Asia and distinctly branded by
various permanent marketing collaterals and point-of-sale
materials (PoSMs). This requires 10-15 times higher investment
than is needed for a typical mobile financial service (MFS)
agent outlet. This model focusses on the three stakeholders
bank itself, banking agents and customers.
In accordance with the central bank guidelines bank must
maintain a minimum ratio of 3:1 for rural and urban agent
banking outlets. Bank should prefer remote rural areas, chars,
islands and other geographical areas with limited accessibility
for establishing new agent banking outlets where there is no
bank branch or agent point within a proximity of one
kilometre (with an exception of agent on UDC).

1

Source: Bangladesh Bank Agent Banking Report till March, 2022

Bank Asia has 3 categories of agent outlets 1. Individual
2. Union Digital Centre (UDC) 3. E-Post centres by Bangladesh
Post Office. Individual outlets are run by the individual
entrepreneurs whereas UDCs and e-post centres are run by the
designated entrepreneurs assigned by the Local Government
Division (LGD) and Bangladesh Post Office.
Bank has defined a fees, charges and commission structure for
the agent banking services. Agents earn from the commission
set by the bank for each services category.

KEY CUSTOMER VALUE PROPOSITION:
#1 providing banking access to the last-mile citizen
• Bank Asia has an agent outlet network of more than 5000
across the country. Approximately 80% of them are located
in rural areas. Bank Asia reports that more than 5.0 million
clients transact through its agent outlet network, which
accounts for approximately 34% of the total market share
among 29 players. Unbanked customers can open bank
accounts at the agent outlets and make peer-to-peer transfers
to other bank accounts and pay their utility bills including
passport fees and other variety of payments. Currently,
a significant proportion of Bangladeshis still don’t have
access to mobile phones, while agent banking offering biometric based digital banking services without mobile phones
or any device ownership dependency at customers end.
• The reliance on agent networks has its challenges as the
provider must principally control quality and service.
However, Bank Asia’s management strategy pivots on its
careful selection of agents. They are primarily small business
owners, fresh entrepreneurs and other institutional agents
(like Union Digital Centre under a2i and e-post centers of
Bangladesh Post Office) in rural areas. This allows Bank Asia
to focus on their ability to manage their liquidity, community
standing, trust, and operating hours. Bank Asia’s agents are
also required to invest approximately BDT 0.5 million, which
builds ownership and motivates them to keep customers happy.
#2 Greater convenience, ease of use and cost effective
• Rural customers can access Bank Asia agent outlets with
greater ease when compared to a bank branch and other
financial service outlets. Rural customers need to travel a
maximum distance of no longer than two kilometres to reach
a Bank Asia agent outlet, who provide the added advantage
of operating beyond typical banking hours.

#4 Capturing the mass-market; leveraging key use-cases
The last decade in Bangladesh has seen substantial progress in
terms of key underlying drivers for digitising financial services,
such as more reliable internet connectivity and increased
smartphone penetration. The market is supported by favourable
demographics, such as a relatively youthful population and
increasing income levels, with the growing middle-class
segment. However, while banking agent networks exist and
are growing in Bangladesh.
A number of use cases which have differentiated Bank Asia
Agent Banking from other alternatives in the market. Bank Asia
has been focusing on the low and moderate income group
people with a vision of greater financial inclusion through
social safety net payments, inward remittance disbursement and
loans for rural micro-entrepreneurs. The agent banking pioneer
has already made noteworthy contribution through these use
cases. Both inward remittance and loan disbursement through
Agent Banking experienced a significant growth over the past
two years of pandemic.

LESSONS LEARNED
• Almost 50% customers are women in agent banking,
however only around 2-3% agents are women. Female
customers feel more comfortable to deal with a female agent.
• Bank faces difficulties in finding suitable women agents who
can meet the application criteria.
• Agent outlets may act as center of excellence for providing
complete digital banking services (payments, purchase,
transfer, savings and credit) to the rural citizens of the
country.
• Public-private partnerships with Union Digital Centers by a2i
under the ICT Division and Bangladesh Post Office helped to
achieve some quick wins in customer acquisition and agent
network expansion.
• Partnerships with government entities facilitate more
prospective businesses for the bank within digital space.
• Agent banking is more cost-effective than any other digital
financial services in Bangladesh. Higher transaction limit,
cost and bio-metric security were the top three factors for
users’ preference of agent banking over MFS.
• The range of service offering from agent banking is greater
than mobile financial services (MFS) channel. Agent banking
extends full range of banking services to the last mile
citizens whereas MFS do serve only digital payments
without any savings and loans products.

• Compared to USSD or mobile phone based financial services
where simple cash-in transactions can require seven to eight
menu screens and entering two to three number sequences,
Bank Asia agent banking to run on bio-metric fingerprint
and facial recognition system without any dependence of
mobile phones at user end.
• Agent banking fees and charges are also affordable. It offers
Free of Charge (FOC) cash withdrawal in compare to the
alternatives in the market for OTC withdrawal from the
mobile wallets which charges 1.80% (i.e. BDT20 per
thousand as per market practice) of the withdrawal amount.

Jakirul Islam is the Senior Vice
President in Bank Asia Limited.

#3 Building trust in digital platforms
• Cybersecurity is a burning issue across the regions and
Bangladesh isn’t an exception. In 2017, country’s mobile
payments industry faced a huge challenge with the rise of
‘digital hundi’ due to some anomalies in customer KYC.
Given that customer trust of digital platforms, and in
particular financial transactions is already low, incidents like
this do not bode well. And payment solution providers,
who are relatively new supply-side actors in the financial
services space, cannot afford any reputational risks.
• Bank Asia has invested in a multi-tier security system that is
compliant with latest regulations and global standards for
branchless banking. As an added security measure, Bank
Asia uses bio-metric authentication through m-POS to
confirm all transactions at an agent outlet. Customer KYC is
also cross-checked with the Election Commission (EC) NID
database. Bank Asia also introduced a robotics technology
for inward remittance disbursement through its agent banking.
This robotics technology has significantly minimized the
human error and faster the process of disbursement.

Transitioning customers from OTC money
transfer to financial wellness
In Bangladesh, the OTC trend is very similar to other
Asian mobile/e-money markets, such as Pakistan,
Myanmar, Vietnam and Cambodia, where OTC
transactions made up the vast majority of transactions
and served as a significant accelerator in each market.
However, we should keep it in our mind that MFS agents
offering Cash in and Cash out (CICO), money transfer
and bill payments services do not essentially create
access to formal savings, credit and insurance for the last
mile deprived people.
Bank Asia Agent Banking has been serving the rural
citizens through a right set of value chain ‘Payments,
Purchase, Transfer, Savings and Credits”
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26th WSBI World Congress in images

From left to right: Macario Armando Rosales, President and CEO of
FEDECREDITO, Shlomo Ben-Ami, Vice President, Toledo International
Center for Peace.

Laurent Mignon, CEO at Groupe BPCE, welcomes participants to the gala dinner kindly hosted by Group BPCE.

José Manuel Campa, Chairperson, European Banking Authority.

Top down, from left to right: Mukwandi Chibesakunda, CEO at Zanaco, Zambia; Challa Sreenivasulu Setty,
Managing Director at State Bank of India; Elena Trafimovich, WSBI Senior Adviser for Eastern Europe, Central Asia
and Middle East; Ikromi Sirojiddin, Chairman of the Board at SSB Amonatbank, Tajikistan; and Eszter Beretzky,
Senior Knowledge Expert at McKinsey.

From left to right: Arfan Ali, President – Managing Director at Bank
Asia Limited; Martijn H. Schouten, Resource Mobilization Manager at
Aflatoun International; and Chraibi Mohamed Adil, Director of the
International and Control Division at Al Barid Bank, Morocco.
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From left to right: Marie-Veronique Bryon, Training and
International Relations Officer, FNCE, Burkhard Balz,
Executive Board Member, Bundesbank, Flore-Anne
Messy, Head of Consumer Finance, Insurance and
Pensions Division, OECD.

Mr. Sabasaba Moshingi, Managing Director of
Tanzania Commercial Bank.

