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OPEN BANKING VISION

Open Banking: A Vision from the Arab World report was

created in collaboration with the

Regional Arab Fintech Working Group and the 18 Arzzf}fgrf{fe'sbﬁgfs sgseff;ggetaw
MENA Fintech Association Open Banking Working Group
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OPEN BANKING VISION

To derive a vision for Open Banking and APIs for

the Arab Region

To shape Open Banking &
APIs industry for the region,
identifying main
opportunities & challenges
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Objective
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To draw recommendations to

enhance open banking
activities in the region
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OPEN BANKING VISION

What are the main drivers for you to engage with Open Banking.

Q1. What are the main drivers for you to engage with open banking?

: Firstchoice @ @ @ ® @ @ Lastchoice
Rank Options

5 Enable financial inclusion for unserved or underserved
3 Increase competition in the banking and payments

. sector

: control of data
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OPEN BANKING VISION

Most of respondent central banks identified themselves as Prescriptive Regulators for
Open Banking in their respective markets.

Q2. What overall role do you see regulators playing in open banking in your market?

11%

Moderator role (2 responses) —
providing non-binding guidelines and
engaging with the market

17%

No involvement (3 responses) —
letting industry come up with a
market-wide solution
(self-regulation)

72%

Prescriptive regulation (13 responses) —
defining binding standards, rules
and guidelines

© Open Banking: A Vision from the Arab World, 2020



OPEN BANKING VISION

Majority of respondent central banks identified themselves as Enabler Regulators for
Open Banking and innovation.

Q3. How do you see regulators’ future roles in open banking and innovation?

(<)
22%
(-] Regulator as innovator
72 /o (4 responses)
Regulator as enabler
(13 responses)
(=)

6%
Regulator as oversight authority
(1 response)

© Open Banking: A Vision from the Arab World, 2020
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Arab regulatory & supervisory authorities reported “Cybersecurity while opening up its
core banking systems” as major challenge to adopt Open Banking

Q4. What are the key challenges for banks when adopting open banking?

First choice Last choice

1. Cybersecurity while opening up core banking systems

2 Technical capabilities to connect with fintechs (API platforms,
Y developer portals etc.)

3 Change of culture to adopt to agile and open innovation

(new target operating model)

Identification of new business models for monetization

4.,

5 Finding the right fintech partners to form reliable and
= stable customer propositions

6. Poor customer engagement

© Open Banking Vision Report for the Arab Region, 2020



OPEN BANKING VISION

Majority of respondent central bankers assess their market maturity level and understanding
regarding the Open Banking concept and its opportunities at the early stage.

Q5. How do you as a regulator assess the level of market maturity and understanding of the
open-banking concept and its opportunities in your country?

(o)
33%
61 % I(=6Irrset5 mr;:gss experiences
Early stages
(11 responses)
o)
6%

Emerging openness
(1 response)

© Open Banking: A Vision from the Arab World, 2020



From Open Banking to Open Finance
It's no longer just about payment accounts and payment services.

Open Banking has evolved. It's been
steadily moving from just payments
accounts toward all types of asset

Open Finance can help to tackle
classes — towards Open Finance: P P

to key challenges in the region:

* savings accounts . : :
» financial account aggregation

e credit cards across all asset classes

* loans, mortgages * account-to-account payments
* stocks and investments * remittances

* Insurance * credit access

* credit scoring * identity verification

* liquidity and cash management

* loan applications, product switching



OPEN BANKING VISION

Responses highlight personal finance manager, new alternative payments and Cash &
liquidity management as leading customer use cases to be enabled by Open Banking .

Q6. What are the core customer use cases you would like to see enabled by open banking?

Rank Options

1. Personal Finance Manager with account aggregation

o
4
3
o
3
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New alternative payment types (in combination with RTPSs)
Cash and liquidity management

Business Finance Manager with account aggregation
Improved credit scoring and smoother loan processes
Product comparisons and product / account switching

Financial marketplaces for lending and mortgages

® N O u R W N

Automated bookkeeping and invoicing / invoice matching

© Open Banking Vision Report for the Arab Region, 2020



OPEN BANKING VISION

Current & saving accounts, eKYC as well as credit cards are seen by Arab central bankers
as baseline for innovation in their respective countries. Read access to data has a slightly
higher preference than initiating (write access) transactions

Q7. What API use cases should be provided by banks as a baseline for innovation in your

country?
Access Types
Product Scope

Cunrentiavings accounts (D Read access: G
Product information
e.g., pricin
Knowyourcustomer (0)  QEEEED {8, RAEIDG)
Read access:
ot e G Trafsaction history [
(e.g., account information)
Loans [
Write access:
hjedsctapplcaiion GEE———
Credit scoring [ (e.g., applying for loans)
Insurance & Write access:
Transaction initiation
e.g, makin ents [
Mortgages - ( 9 9 paym )
Stocks & investments . o 2 4 6 8 10 12 % 16
0 2 4 6 8 10 ] 14 16 © Open Banking: A Vision from the Arab World, 2020
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OPEN BANKING VISION

Central Bankers pointed government, e-commerce, and telecom, respectively as largest
three sectors to open up and create new services in an open data ecosystem.

Q8. What other industries should also open up to partner and create new services with banks
and fintechs in an open-data ecosystem?

Firstcoice @ @ @ ® ® @ @ Lastchoice
Rank Options

. e e
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OPEN BANKING VISION

Regulatory & supervisory authorities perceive "forming industry working groups”, “level
playing field: APIs standards & infrastructure”, and "Use cases with clear business models

for monetization” as key success factors for a proper functioning Open Banking

ecosystem

Q9. What are the most important success factors for a functioning open-banking ecosystem
in your market?

1.

Forming industry working groups with banks, fintechs and
regulators to create promising use cases

Level playing field : APl standards and infrastructure
Use cases with clear business models for monetization

Industry sandbox to test new use cases

Customer experience for higher customer adoption rate of
use cases

© Open Banking: A Vision from the Arab World, 2020



OPEN BANKING VISION

Monetization Opportunities

New mo

dels—banking as a service, banking as a platform and banks operating as third-

party providers—represent new revenue.

18

_,-_]
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Banking as a Service — Q

Expose value-added
services or use them as
distribution channels —

Bank as a TPP Iﬂ_ﬂ_ﬂ_l

Banking as a Platform m

P
ct as a fintech integrating Develop a flntgch =
other bank’s data and ecosystem to enrich the
/\

’ oy
services bank’s value proposition/

or expose banking D

platform as white-labelled

I

solution



OPEN BANKING VISION

Regulatory and supervisory authorities reported three clusters of behaviour regarding
welcoming Open Banking

Q10. How do your country’s incumbent banks welcome open banking as a shift in the wider
banking and payments industry?

1/3

Embracing
(6 responses)

1/3

Reluctant
(6 responses)

1/3

Tactical
(6 responses)

© Open Banking: A Vision from the Arab World, 2020



OPEN BANKING VISION

56 % of Arab central banks & monetary authorities advise to have a common national
API standard that should be maintained by a central entity.

Q11. When it comes to APl standards, how should they be developed in your country?

S56%

A common national and

L4%

Rely on international standards
market-wide API standard and avoid spending time and
developed and maintained money.
by a central entity/organization. (8 responses)
(10 responses)

© Open Banking: A Vision from the Arab World, 2020



A Proposed Framework
The right approach should engender participation rather than defensiveness.

Principles over
Prescriptions

Balancing regulatory
definitions with market
considerations will
permit a focus on
measures that can
accelerate
implementation and
adoption

Real success will come
from regulators being
active participants in
working groups to
support the innovation
process and adjusting
their regulations to
accommodate as
appropriate.

Phased

Implementation

Open banking remains a
transformational, long-
term, structural
undertaking.

A gradual expansion of
functionality will ensure
all stakeholders have

sufficient time to address

local market and
technological challenges.

Customer
Data Rights

In sync with privacy
regulations

Countries exploring
new privacy
regulations might
consider automatically
embedding open-
banking/data
regulations

Global security
standards are often
considered a basic
requirement for all
data sharing
regardless of specific
privacy regulations

Standards/
Technology

Standards for APls,
data processing and
storing, and
cybersecurity will
ideally emerge
naturally from a
flexible regulatory
framework

Collaboration between
stakeholders across
different countries will
help extend
interoperability across
the Arab region.

Level Playing
Field

All stakeholders have
sufficient commercial
and economic
incentives to support
open banking.

Revenue models
around a personalized
investment product to
a few high earners as it
will come from
assisting underbanked
consumers

Avoid restrictions for
fintechs and banks
being expected to
carry the financial
burden and
reputational daomage
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Thank you for your attention

adhalull g,
“*‘:?\"

g3l 3 Ail §gado
ARAB MONETARY FUND




