Capital Market as a vehicle for driving inclusion
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How can the Capital Market enable
Financial Inclusion?

« By Providing investment opportunities for people at the low-income segment of the economy

« Driving financial literacy on capital market products

« Providing consumer protection mechanisms for those who invest in these products

« Creating awareness on the existence of capital market products tailored to the low-end segments

« Bridging the gap of capital market inclusion between Rural/Urban, North/South, Youth/Adult,
Women/Men, etc

» Accelerating digital financial services around Capital Market products to drive widespread adoption

« Enabling product innovation and customization for customers (one product may not be suitable for all
segments, even within the CIS).

LO:GO



The Collective Investment Scheme

The Investments and Securities Act (ISA) No. 29 of 2007 (Section 153) defines Collective Investment Scheme
as “a scheme in whatever form, including an open-ended investment company, in pursuance of which
members of the public are invited or permitted to invest money or other assets in a portfolio, and in terms of
which:

Two or more investors contribute money or other assets to and hold a participatory interest;

The investors share the risk and benefit of investment in proportion to their participatory interest in a
portfolio of a scheme or on any other basis determined in the deed, but not a collective investment scheme
authorised by any other Act”.

Types of Collective Investment Schemes:
o Unit Trusts
« Venture Capital Funds
« Open-ended Investment Companies
« Real Estate Investment Schemes
« Specialized Funds
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INTRODUCTION TO FINANCIAL INCLUSION

DEFINITION: “Financial inclusion is achieved when adult Nigerians have easy access to
a broad range of formal financial services that meet their needs at an affordable cost”
(N FIS)

‘Easy access’ ‘Broad Range’ ‘Meets Needs’ ‘Affordablllty

Financial products must Availability of a full Products must be Financial services
be within easy reach of  spectrum of financial designed to meet the should be
all segments of the services including, but needs of clients and affordable even
population and should not limited to payments,  should consider income for low-income
not have onerous savings, credit, levels, as well as access groups.
requirements. insurance, investment o distribution channels

schemes, and pension
products



Financial Inclusion enables
unbanked and underserved people
and communities to have access to

financial services that would:

v'Enhance their economic opportunities;

v'Boost productivity in various sectors
and,

v Contribute to economic development.




INTRODUCTION TO FINANCIAL INCLUSION
Current status of Financial inclusion in Nigeria;
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NATIONAL FINANCIAL INCLUSION STRATEGY

NATIONAL FINANCIAL INCLUSION NATIONAL INCLUSION
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NATIONAL FINANCIAL INCLUSION STRATEGY 2.0 (Revised)

The Financial Inclusion Governance Structure;

National Financial Inclusion Strategy (NFIS)

Implementation at the Federal Level Implementation at the State Level

National Financial Inclusion Steering Financial Inclusion State Steering
Committee Committee (FISSCO)
National Financial Inclusion Technical
Committee Two State Financial Inclusion Working

Groups

Four National Financial Inclusion Working Outreach Vulnerable
Groups Segments
Products Channels
Financial Special
— Literacy Interventions .

Financial Inclusion Secretariat
(Support and Coordination)




NATIONAL FINANCIAL INCLUSION STRATEGY - KEY MILESTONES
The targets for Financial Inclusion were defined along specific,
measurable, achievable, realistic and time bound time lines (SMART)

National Financial Inclusion Strategy (NFIS) Targets

Strategy 2010 2015 2020
Targets Baseline |Target |Target
o of total adult |Payments 21.6% 53% 70%
population Savings 24% 42% 60%
Credit 2% 26% 40%
Insurance 1% 21% 40%
Pensions 5% 22% 40%
Capital Market Investments pending pending pending
Bank Branches 6.8 7.5 7.6
Microfinance bank 29 45 50
branches
Number per ATM 11.8 88.5 203.6
100,000 adults POS 13.3 442.6 850.0
Mobile Agents 0 31 62
KYC ID (National ID) | 18% 59% 100%
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NFIS-KEY MILESTONES

Agent Network
Expansion*

561,044 Agents
529.29 Agents /100K adults

236,940 Agents
228.8 Agents /100K adults

38,416 Agents
38.6 Agents /100K adults

Challenges with the platform is key to

driving usage
services

Cash-out —

and adoption of agent

Agent Services (%)

Cash-in

Funds transfer

o

Account opening

Airtime top-up

JPB/WAEC/NECO/
POST.UTME

Insurance 1
registration/process. . B

Pension B
registrabon/process. . 5

= Offerings
& Most patronised

B Unmet needs

|

Automated Teller
Machines (ATM)

Point of Sale (POS)
machines

303,349 machines
2020 286.18 POS/100K adults

186,774 machines
201 9 180.4 POS/100K adults

18,939 ATMs
17.87 ATM/100K adults

17,518 ATMs
16.92 ATM/100K adults

18,210 ATMs
12.0 ATM /100K adults

217,283 machines
218.0 POS /100K adults

= Most recent SANEF estimate is 1 million agents, 75% active
- however there is significant double counting

= Agent network still suffers a lack of equitable spread, High
agent attrition rates, Limited product offering and low
incentive to set up in hard-to-reach areas

» Challenge is to increase usage and cover gaps:

— Wider range of services e.g. PSB, sought after services
e.g. account opening & Study registration

— Data analytics to address usage, dormancy, and
coverage into unserved LGAs where it is practical to do
SO

— Potential for some market based pricing given difficulty

S

to enforce price guidelines 15



NFIS - KEY MILESTONES
From inception, progress against set targets has been recorded as follows;

* The NFIS target is: Reduce financial exclusion rate of adults to 20% by 2020

Focus Areas T‘;g;;by 2010 2012 2014 2016 2018 2020

Payments 70% 22% 20% 24% 38% 40% 45% 25%
% of Torg | SVINGS 60% 24% 25% 32% 36% 24% 32% 28%
Adult  Credit 40% 2% 2% 3% 3% 2% 3% 37%
Fopulation " FESSSS—=. 40% 1% 3% 1% 2% 2% 2% 38%

Pension 40% 5% 2% 5% 7% 8% 7% -33%

z;’r’\'l':j"y 70%  363% 430%  486%  486%  486%  50.5% 19.5%

E';‘;:::z'n 20% 463%  39.7% 39.5% 416%  36.8% 35.9% 15.9%

DEFINITION OF INDICATORS
% of adult population that has a transaction account with a regulated financial institution and/or has made an electronic payment through a regulated financial institution in the last 12 months

Payments:

Savings: % of adult population that has a savings-related product at a regulated financial institution and/or has saved through a regulated financial institution in the last 12 months
Credit: % of adult population that has had a credit product through a regulated financial institution in the last 12 months

Insurance: % of adult population that is covered by a regulated insurance policy

Pension: % of adult population that is contributing to a regulated pension scheme or receiving a pension through a regulated pension scheme
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CRITICAL CHALLENGES TO FINANCIAL INCLUSION

Critical barriers to Financial inclusion in Nigeria;

,/’, K n u u
: . ey Barriers to Financial
Measures Defined in NFIS /.@f y )
1 Inclusion

“No Frills” Savings Accounts * Lack of Income

 Long Distance to Access

Agent Banking and Mobile Points

Money

Lack of Knowledge About

Financial Literacy and . i )
Financial Services

Consumer Protection

* High Cost of Services
MSME Development Fund
« Cumbersome

Three Tiered Know Your Requirements

Customer Guidelines

v 2 2 4




NFIS AND PAYMENTS SYSTEM IMPLEMENTATION UPDATE

From Implementation till date, the following policies and schemes have been
implemented to address barriers and reach financial inclusion targets

Nigeria’s Financial Inclusion Implementation Journey

Infroduction of Three Release of Takaful Inauguration of
Tiered KYC i Nafonal Financal
Requirements Govmbn
Revised Guidelines Commitiees
Revsed Guide b on he Electronic
Bank Charges Payments of
Salaries, W Guidelines on
Supgliers aves Mobile Money
Guidelines for e in Nigeria
g 3‘% Regulalory
Banking Relationsin  Introduction of Bank Framework for
Ngeria  Verficafon Number Licensing Super
Agentsin Nigeria
Release of Micro Setw of he
Insurance Finandal Inclusion Financial Indusion
Guidelines SecretaiatinCBN  Desk in stakeholder
organzatons

Gu'ddnsm‘

Transacions
Switching in Nigeda

Guiddinas an
oparafions of
Elecironic Payment
Channeks inNigeda

Draft Gudednes on
e Regulatonand
Suparvision of Non-
Interest {lsamic) MFBs

Guiddines on he
Pass-Though Deposit
hsurance Scheme

Consumer Prolecion
Framework

2018

Bancassuranon:

Referral Model
Banks

Fnaglbgnim
te Seering  Review of he Licensing

Committeas
Mcrofinance Banks

Revisad guidelines for
Micoinsurance Finandial Education
operalions M

Takakd Insuranca
Guiddine Revised National

. Fnancal Induson
Strategy

Capital Market
Financal Incusion
Sralegy

2019

FIS Gender
Desk

2020/2021:

Framework for
Advancing women’s
Financial Inclusion
in Nigeria.

Open Banking
Guideline

Regulatory
Framework for
Sandbox
Operations

Framework for QR
code payments

Guidelines on the
operation of
Electronic payment
channels

E-Naira
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