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What’s Open Banking?
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CGAP definition of an Open Banking Regime

5_[5 Public sector driven or supported regulatory framework for data sharing

_~~ Sharing of customer transactional data by certain financial sector players
(“data holders”) with other financial sector stakeholders (“data users”)

Za Sharing is upon customer consent and usually data users are accredited

(?) C GAP Source: CGAP, based on a landscape study of 12+ regimes



Open Banking Is a journey towards Open Data




Why Open Banking?
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Reason No.1: Open Banking fosters competition

« Addresses data silos and
iInformational asymmetry
between traditional banks
and other financial service
providers

« Leads to the entry of more
players, increases financial
services offerings in number
and diversity, and lowers
prices

« Expands the pie for banks
too.
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https://www.pinnacle.com/en/betting-articles/educational/asymmetric-information-in-sports-betting/J3T2578E83PXH3XF

Reason No. 2: Open Banking empowers customers

Data users’ access to

transaction data allows . CUSTOMERS

customers to: = @L@ A i T

e Have a consolidated view
of their data

» Access tallored products
that are more suitable to
their needs

« Make more informed

financial choices, often An
Open banking - control your finances ] o

@&

resulting in significant P
savings

Source image: castelightfinancia
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https://castlightfinancial.com/psd2-gives-consumers-control/

Open Banking products help overcome typical challenges
faced by the low-income

Savings trackers and automatic saving sweepers

Volatile and irregular income can create a cushion (e.g. Merkaat, SA)

NO access or inappropriate Increase access to credit through alternative
credit product data (e.g. Mojo or Canopy, UK; Rebel, Brazil)

Personal finance management and payment

S5g|) -ackofcontroloverbudget  _y iniiation provide data insights & ability to act

and funds

(e.g. Yolt, NL)
High tariffs for_household bills | Personal finance management tqols can
(poverty premium reduce poverty premium (e.g. Trim, UK)
Lack of ID to access financial I Collaborative approach to CDD can overcome
services KYC identification issues (e.g. Brazil CCDD)

O@ @@ )
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https://www.meerkat.co.za/meerkat-savings/
https://mojomortgages.com/
https://www.canopy.rent/
https://www.rebel.com.br/
https://www.yolt.com/faqs
https://www.asktrim.com/
https://www.cgap.org/research/publication/beyond-kyc-utilities-collaborative-customer-due-diligence

Fintech In the region are operating below their potential

349

fintech solutions
identified of which
84% are independent &
43% have a financial
Inclusion mandate

Including individuals
(18%) and SMEs (29%)

---->

(?) CGAP Source: Fintech Landscaping in the Arab World, CGAP, 2020



Open Banking: How To?
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There are 12 design components for an Open Banking Regime

Scope Implementation
1. Types of services 5. Lead regulator/policy mandate
2. Participants 6. Mandatory vs voluntary
3. Types of data 7. Technical specifications for data sharing
4. Payment initiation 8. Staged implementation
9. Data privacy and portability

10. Liability and consumer protection
11. Cost distribution for the data requests
12. Governance

(7) CGAP Source: CGAP paper “Open Banking: How to Design for Financial Inclusion”



There are 12 design components for an Open Banking Regime

Scope Implementation

Lead regulator/policy mandate
Mandatory vs voluntary

Technical specifications for data sharing
Staged implementation

Data privacy and portability

10. Liability and consumer protection

11. Cost distribution for the data requests
12. Governance

1. Types of services
2. Participants

3. Types of data

4. Payment initiation
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Of those, 5 are key to a “Financial Inclusion by Design”
(7) CGAP Source: CGAP paper “Open Banking: How to Design for Financial Inclusion”



“Financial Inclusion by Design™:
Comparision of Brazil's & Mexico’s open banking choices

Design Element

Types of services

Participants

Types of data
Payment initiation

Cost distribution:
data calls & infrastructure

()CGAP
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Mexico

Broad range of financial services, including
investments and insurance

All financial institutions, fintechs,
clearinghouses, and credit bureaus; data
reciprocity for most participants

Product data, transaction data, aggregated
statistical data

No

No provision concerning infrastructure; All

institutions can charge fees for data exchange,

but fees must be authorized in advance by the
relevant regulator

Brazil
All services regulated by CB

Mandatory Segment 1 and 2 Prudential
Conglomerates and all authorized payment
institutions; data reciprocity

Product data, transaction data, customer
registration data

Yes

Tiered pricing for calls, infrastructure by all
participants, proportionate to MS




For more, please visit:
Resources
Working Paper:
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https://www.cgap.org/research/publication/open-banking-how-design-financial-inclusion
https://www.cgap.org/blog/open-banking-7-ways-data-sharing-can-advance-financial-inclusion
https://www.cgap.org/blog/open-data-and-future-banking
https://www.cgap.org/events/open-banking-how-design-financial-inclusion

Stay connected with CGAP

WWWw.cgap.org @CGAP Facebook LinkedIn

@CGAP
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