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Executive Summary

The “Cabo Verdean Payment System Report - 2019” proposes to highlight the most
important facts regarding the development of the payment system in Cabo Verde, providing an
analytical and detailed view of the temporal developments in aggregated statistical information
regarding the use of payment instruments. It also describes the most relevant events related to
transactions in the clearing and settlement systems, which play an important role in economic
stability, by facilitating transactions between economic agents and allowing the proper
implementation of monetary policy measures.

In line with developments seen in previous years, Cabo Verdeans once again confirmed
the increasing use of cards as a payment instrument. Of the total number of transactions made
in the country using payment instruments, 88.7% were made with cards, accounting for
27,025,750 transactions, worth CVE 103.6738 billion. In fact, these developments are reflected
in the downward trend in the “preference for Central Bank money” ratio, reinforcing Cabo
Verdeans' continued preference for electronic payment instruments. In addition, 2,403,660
transfers, worth CVE 277.3186 billion, and 1,080,108 checks, worth CVE 192.6005 billion, were
processed.

In FY 2019, there was an overall growth in transactions settled through the Deposit and
Settlement Management System (SGDL). A total of 28,020,523 transactions, worth CVE
9.7488744 trillion, were processed, of which 28,008,768 transactions (99.9%), worth CVE
289.236 hillion (3%), were settlements by clearing (SICIL- Integrated Interbank Clearing and
Settlement System). Totaling 11,755 transactions (0.04%), gross settlements continued to have
a residual weight in terms of the number of settlements in the SGDL, in contrast to their
extraordinary weight in terms of settled value: CVE 9.4596384 trillion (97%).

Transactions processed through SICIL grew by 12.6% in volume and 11.0% in value,
compared to the previous year, accounting for an overall increase in total transactions
processed (24,976,863 transactions, worth CVE 260.6008 billion, in 2018, against 28,008,768
transactions, worth CVE 289.2361 billion, in 2019).

In terms of payment infrastructures, this was the first year the only SWIFT (Society for
Worldwide Interbank Financial Telecommunications) Service Bureau operated in the country. It
provides a connection to the SWIFT Network, from Cabo Verde, to any institution inside or
outside in the country. In 2019, the Service Bureau provided connection to the SWIFT network
to 7 (seven) institutions, in accordance with SWIFT's increasingly demanding security
conditions.

In the area of regulation, Banco de Cabo Verde (BCV) continued with the materialization
of regulation following the publication (in November 2018) of the legislative package for the
Cabo Verdean Payment System, particularly Notice No. 6/2019, dated 18 July, which regulates
the authorization of payment institutions and electronic money institutions, and establishes
additional rules on minimum share capital, equity and requirements for protection of funds
received by said institutions.

As part of its Oversight mission, during the year the methodology for assessing Financial
Market Infrastructures was consolidated and various assessments were carried out, with an
emphasis on the “vinti4 network” infrastructure. Within the scope of its oversight activities, BCV
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is also responsible for centralizing the information reported by credit institutions regarding the
improper use of checks. In 2019, 190 new users were registered with the Check Incident Report
Office (CIC), which accounts for a 7% growth compared to 2018, bringing the number of users
registered with CIC to 3,103.

Also in this area, Banco de Cabo Verde carried out two inspections with a view to
checking and assessing credit institutions’ compliance with the rules and promoting the
credibility of payment instruments, namely checks.

The Central Bank is also aware of technological innovation and its impact on payment
services, which are increasingly exploiting this change among consumers, leading to a true
digital transformation. Thus, for this issue, the Report chose to address, through text boxes, the
topic of digital transformation in payments, seeking to provide possible reading aids on the
scenarios of this revolution.

The first Text Box aims to give an overview of international trends to address the topic of
digital transformation in payments, revealing that security and the desire to expand access to
services continue to guide service providers and regulatory authorities.

The digital age impacts not only the vision of service providers, who seek to satisfy
increasingly demanding consumers, but also regulators and authorities, who consciously seek
the best balance between technological innovation and the necessary guarantee of security and
efficiency in the payment environment. Thus, analyzing this digital transformation requires a
careful look at its impact on the supply of banking services (Text Box 4), since the creativity and
diversity of payment services supply and the possibility of direct competition with banks
challenge traditional structures to rethink their business models, in an invitation to recognize the
added value of technological innovation for banking services. Moreover, speaking of creativity in
payment services supply, note that Text Box 9 proposes a visit to the journey of one of the most
popular payment instruments (cards), in a look-back at what has been the evolution of the
incorporated technology up to the digital age.

From the perspective of the regulators, this digital transformation is materialized, for
starters, in the great challenge of adapting to the constantly changing environment that
technological innovation brings with it and, in order to better understand the risks of new
services supply, one needs to look for equally innovative initiatives for its regulation, like
sandboxes, covered in Text Box 7. Furthermore, the fact that technological innovation itself
gives central banks the possibility of issuing a digital currency (CBDC - Central Bank Digital
Coin), thus also challenging them to adopt new digital technologies for themselves (Text Box 8).

Finally, in 2019, BCV continued to pay attention to the dynamics of payment development
throughout the world, while considering some prospects for welcoming the new realities and
trends in the country. Regulation is still an essential focus, with its development having always
being intended to direct the Cabo Verdean Payment System to the international best standards
and practices.
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Chapter | - Payment Infrastructures

In Cabo Verde, the progress of payment infrastructures (channels and networks) is
visible, with direct effects on the relationship between financial service providers and customers,
who are increasingly receptive to the electronic and digital world.

1.1.Banking channels
1.1.1. Agencies and branches

The “traditional” bank infrastructure (bank agencies and branches) remains relevant in
the Cabo Verdean Payment System. The banking network added 3 more branches, so the bank
concentration ratio! decreased in 2019, compared to 20182,

Two banks still hold the largest banking market share (58.7%).

Table |. 1 -Bank Concentration Ratio

2015 2016 2017 2018 2019
Two largest institutions 56,4 54,7 57,1 60,2 58,7
Otherinstitutions 43,6 45,3 42,9 39,8 41,3
Concentration Index 2098,7 1974,6 2182,7 2243,6 2182,2

Source: Credit Institutions.
The average growth rate of branches over the past five years was 1.3%.

Table I. 2 - Banking System Structure

Volume: units

No. of Branches No. ofdemand deposit accounts in DC

2019 121 861090

2018 118 821954

2017 112 782016

2016 117 723277

2015 116 682599

Growth rate (%)

2019 2,5 4,8
2018 5,4 51
2017 -4,3 8,1
2016 0,9 6,0
2015 1,8 5,7
Average rate 1,3 5,9
Average ratein 2018 0,9 6,3

Source: Credit Institutions.

1The Herfindahl-Hirschman index assesses the level of concentration in a given market. The index mentioned in Table
I.1 was obtained by squaring the market share of branches belonging to each of the credit institutions operating in the
country and then summing the resulting numbers. This indicator is interpreted by the index value determined, with below
1000 indicating low concentration, between 1,000 and 1,800 being moderate concentration, and above 1800 being high
concentration

2This analysis is supported by the value assumed by the Herfindahl-Hirschman concentration index.
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Of the 121 branches, 12 were dedicated exclusively to serving the business sector.

33,666 demand deposit accounts in domestic currency were opened, resulting in an
average growth rate of 5.8% in the last five years. Of the total accounts opened, 86.4% (29,091
accounts) are private accounts, 8.0% (2,691 accounts) are corporate accounts, and 5.6%
(1,884 accounts) are other types of accountss.

Compared to 2018, 6,272 less new accounts were opened in 2019. Specifically, there
was a decrease in private accounts (-6,084 accounts) and business accounts (-1,085 accounts)

opened and an increase in other types of accounts opened (+897 accounts).

Graph I. 1 - Sectoral Distribution of Demand Deposit Accounts in DC - 2019

5,6% 8,0%

86,4%

= Companies Individuals = Other

Source: Credit Institutions

The bankarization rate (access to banking services) is a relevant indicator in determining
the level of financial inclusion of the Cabo Verdean population, since access to a bank account
is the first stage of the financial inclusion process, as it is a necessary condition for acquiring
other financial products and services.

To analyze the level of the Cabo Verdean population’s access to banking services, the
bankarization rate was calculated considering the entire resident population in Cabo Verde,
without any age discrimination®.

3 Other types of accounts refer to accounts belonging to the Government, Financial Institutions and Private Non-
Financial Entities.

4 Starting in 2018, the methodology that had been used for calculating the bankarization rate until then was
reformulated, taking into account the type of data provided by commercial banks. In fact, BCV now considers Cabo
Verde’s entire resident population without any age discrimination, given that the information related to demand deposit
accounts provided by banks also includes data on accounts held by minors. The bankarization rate for the last five years
has been updated, showing some differences from the data in Graph 1.2 published in previous editions of this Report.
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Graph I. 2 - Developments in demand deposit accounts in DC and bankarization rate
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Source: Credit Institutions and INE

The data continues to suggest a high bankarization rate of the Cabo Verdean population
(78.7%) in 20195,

In 2019, there were branches in 18 of the country’s 22 municipalities. The Sotavento
(southern) region had 69 branches (57% of the network) located in most municipalities (except
Ribeira Grande de Santiago, Sdo Lourenco dos Orgéos, Sdo Salvador do Mundo and Santa
Catarina do Fogo). The Barlavento (northern) region had 52 branches (43% of the network)
located in all municipalities.

5 The bankarization rate still contains a bias due to the possibility of there being more than one account opened in the
name of the same individual customer at several credit institutions.
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Graph I. 3 - Developments in average number of people covered per branch
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The bank network coverage remained at the level of previous years, with the correlation
between population density indicators and the number of branches confirmed by the correlation
coefficient,bwhich was estimated at 0.95 (considering the population and the number branches
per municipality).

In the municipality of Praia, home to around 30% of the national population, there are 41
branches, accounting for 34% of the national bank network.

Graph I. 4 - Geographical distribution of banks - 2019
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Regarding the presence of banks in the country, the trend of previous years was
maintained.

6 The Pearson correlation coefficient, which stands at between 0.90 and 1.00, shows that there is a very strong
correlation between the variables considered.
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Three banks (Caixa Econémica de Cabo Verde (CECV), Banco Comercial do Atlantico
(BCA) and Banco Cabo-verdiano de Negdcios Business (BCN) had branches in all 9 inhabited
islands. CECV was present in 18 municipalities and BCA was in 17 municipalities, while BCN
had representation in 12 municipalities.

1.1.2. Online banking

Access to bank accounts via the internet is a well-known service in Cabo Verde, being
offered by all banks. Through this channel, financial institutions provide more services to
customers with less associated operating costs, which directly affects the final cost of services.

Online banking has been well received by banking consumers, especially those most
attracted by technology and the benefits provided in terms of time and convenience.

Table I. 3 - The use of Online Banking in Cabo Verde

Credit Institutions Start Year Site
Banco Comercial do Atlantico (BCA) 2003 BCADIRECTO
Banco Interatlantico (BI) 2003 Bin@net
Caixa Econémica de Cabo Verde (CECV) 2006 CAIXAnet
Banco Caboverdiano de Negdcios (BCN) 2007 BCNonline
Banco Angolano de Investimentos (BAI) 2011 BAI@net
International Investment Bank (11B) 2012 BICVnet
Ecobank Cabo Verde (ECV) 2012 Ecobankonline

Source: Credit Institutions

At the end of 2019, there were 123,156 accounts associated with the online banking
channel. Those accounts processed 30,220,919 transactions, an 82% increase compared to
2018.

Graph I. 5 - Developments in online banking transactions
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Of the transactions processed in 2019, 5.4% involved movement of funds, with the
counterpart (94.6%) referring to transactions not involving movement of funds.

Table I. 4 - Online Banking Transactions 7

Volume: units; Value: million escudos

2018 2019 Change %
Volume Value Volume Value Volume Value

Transactions not involving movement of funds 15384 345 - 28601173 - 85,9

Transactions involving movement of funds 1248432 34225,5 1631746 41122,7 30,7 20,2
Intra-Bank Transfers 840655 25547,9 1110901 32344,4 32,1 26,6
Interbank Transfers 93175 4473,8 99077 5792,6 6,3 29,5
Services payment 46 182 334,7 64801 580,2 40,3 73,3
Minutes added to mobile phones 244911 115,3 311083 144,8 27,0 25,6
Other 23509 3753,8 45884 2260,7 95,2 - 39,8

Source: Credit Institutions.

In 2019, there were increases of 30.7% in the number (volume) and 20.2% in the value of
transactions involving movement of funds. Note the 73.3% increase in values related to service
payments. Nevertheless, transfers (intrabank and interbank) continue to dominate the
movement of funds through this channel, both in volume and in value.

7 Compared to previous reports, in 2019, “Service Payments” and “Minutes Added to Mobile Phones” were extracted
from the “Others” item, so as to better understand the developments in these type of transactions through the online
banking channel.
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Text Box 1 — Digital transformation in payments
The digital age is an increasingly visible reality in the daily lives of people, companies and
other economic agents and has confirmed behavioral changes where profiles based on
mobility, access to information and unrestricted connection are created. The way people
interact with the world, from their personal life to the social, professional and business
environment, is changing and it obeys digital formatting.

Now, the payment industry is also
undergoing a digital transformation,
driven by the rapid and
unprecedented adoption of
technologies, which profoundly
impact countries’ economies and
infrastructures, as well as the
societies themselves, by facilitating
the flow of money.

The communion of financial _

services with technologies, which Source: https://blog.glik.com/the-digital-revolution-in-open-banking
resulted in the term Fintech, has

been particularly active in payments. In this field, we find many companies, most of them
startups, that, either competing or in collaboration with banks and established technology
companies, propose to offer services and innovative technological platforms that aim to
improve the experiences of payment service users.

And, while the banking and payment industry is currently the most active it's been in the last
hundred years, it is not an exaggeration to envision an even more dynamic future,
considering the potential for the evolution of payments, with more than 70% of consumer
spending in the world still being paid with cash.

But it is undeniable that economies already benefit from the rapid transformation and
adoption of technologies in payments, so much so that four megatrends are considered to be
defining trade and payments:

1. Universal access to payment credentials

We know that increasing financial inclusion in all markets is essential to achieve the
enormous potential of trade in the world and, of course, to directly benefit consumers and
economies as a whole.

Many efforts in recent decades have accelerated the penetration of banking services. Today,
however, a person can have a checking or savings account and remain outside the digital
economy, so, in addition to financial inclusion, digital inclusion is also extremely important.

An industry is envisaged where everyone has access to payment credentials to participate in
digital economies. Tokenization technology allows consumers to eliminate plastic cards or
cash to participate in digital commerce. In addition, since the trend is for economies to
migrate to digital payments, citizens will need appropriate credentials to buy and sell.

In the not-too-distant future, most of humanity will have access to a portable payment
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credential to actively participate in all types of commerce.
2. Universal access to payment methods

Over the past 50 years, the growth of acceptance networks has relied on hardware
developments, where terminals and physical connectivity have been the major driver. Today,
technology also makes a difference in forms of acceptance. QR codes, approach payments
and other technologies create the possibility of acceptance based on software.

Networks that operate without terminals allow small merchants to also work with digital
payments, which attracts more consumers, contributes to the formalization of economies and
to financial inclusion. The use of software helps to lower the cost of acceptance methods and
opens the way for universal participation in digital commerce.

3. Security as a priority - unbreakable and tamper-proof payment networks

In an environment where consumers will have credentials made available on many devices
and online suppliers, security will be the great differentiator of any network participating in
payments and commerce.

The trend, then, is for the industry to work also to create the right technologies to protect
consumers and their assets. Today, tokenization replaces credential numbers and creates
appropriate domain controls by discouraging fraud. Fintech, banks, networks and other
technology players will continue to invest in features that use biometrics and strong
authentication to protect consumer credentials.

4. Secure M2M8 commerce

The combination of artificial intelligence, 5G, biometrics and tokenization will enable more
commercial activity to emerge, with less human intervention. Connected homes, connected
offices, autonomous vehicles and robot-assisted services are rapidly gaining importance in
commerce.

IoT® (Internet of Things) payments and automated payments will eliminate the need for
human interaction, but will require robust payment networks, where security comes first.
M2M commerce experiences will flow smoothly across a network of trusted partners who will
send and receive credentials over secure networks, streamlining commerce and building
richer economies.

Therefore, these megatrends will continue to determine investments in the payment industry,
as well as in the competitive decisions of each player.

In Cabo Verde, it is estimated that there are 121 mobile phones for every 100 inhabitants®
and that 75% of the population already has access to banking services.!! In this context, the
digitization of payments is a huge challenge for financial inclusion and, certainly, an
opportunity to minimize the costs of traveling between the islands, as well as the costs of

8 M2M (machine to machine) commerce

® It refers to technological revolution that aims to connect the items used everyday to the world wide web.
10 Source: INE

11 Source: 2018 Payment System Report
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issuing and handling cash. On the other hand, the potential of digital payments in the
effective creation of conditions to expand the formal basis of the economy must be
considered.

This is in line with the worldwide trend of profound change in consumption habits and in the
interaction with the financial sector, which has forced financial institutions to stop valuing only
the sale of products and to start valuing the relationship with the customer, trying to learn the
changes in customer profile and ambitions, which resulted in a focus on services based on
digital channels to reach customers (online banking, e-wallets, cashless online payments,
and mobile payment systems).

Cabo Verde is in an embryonic stage of digital transformation in the financial system, with a
noticeable change in the behavior of consumers of financial services. Local financial
institutions have presented solutions that apply convergent technologies, such as: SMS
token, FacelD and Finger print, BigData and digital platforms. In addition, with the publication
of the new legal framework for the Cabo Verdean Payment System, which is followed by
Banco de Cabo Verde regulations, to keep up with international trends in payment
modernization, new prospects and dynamics in payments have opened up in the country.

Sources and references:
e jornaldenegocios.pt/negdcios-em-rede/banca-e-seguros-2018/detalhe/desafios-da-transformagao-digital-
no-setor-financeiro

e ecommercebrasil.com.br/artigo/evolu¢éo-dos-meios-de-pagamento-da-pre-historia-internet-das-coisas/

1.1.3. Other channels

In addition to banking institutions with general authorization, Cabo Verde’s Postal Service
(CCV) and foreign currency exchange offices are also part of the Cabo Verdean Payment
System infrastructure. These channels provide national and international payment services.

CCV operates in the Cabo Verdean Payment System through its own system of
payments (national and international), covering a variety of products and services, such as
money transfers, used by companies and individuals. It also acts as an agent for Caixa
Econdmica de Cabo Verde, providing the public with banking services specific to that institution.

In 2019, CCV maintained the same branch network structure of the past two years, with
34 branches. Santiago Island continued to stand out with 41.2% of branches, followed by the
islands of Santo Antdo (14.7%), S&o Vicente (11.8%) and Fogo (8.8%). The remaining five
islands together account for 23.5% in this network.

As for foreign currency exchange offices, two were active in 2019, with branches on the
three most economically relevant islands (Santiago, Sdo Vicente and Sal).
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Text Box 2 — Terminologies and technologies of the digital world
The digital world offers people countless possibilities and the limits are undoubtedly
unimaginable. Technology currently goes beyond access to social networks and
entertainment and make possible, for example, the much-desired time saving, with quality
and security, through the online purchase of goods and services or a digital contract, among
other options.
But, in addition to the countless

Tap ® v i possibilities and benefits, the digital
#ap | @m @ world also uses terminologies and
Nt technologies, some quite technical and

o)
@ 28 °a J QQ complex and mostly Anglo-Saxon.

=

a NO = Many of these terms are already part of
Tl ﬁo i the current vocabulary and are used
%@D/ e % € daily and naturally by people, although

41 _ )
‘ HA, T sometimes the meaning may need
_/ m clarification.

Below are some meanings of the

https://vanzolini.org.br/weblog/2016/01/27/a-proxima- terminologies and technologies of the
revolucao-tecnologica/ digital age:

API - Application Programming Interfaces - defines an interface model that helps to integrate
different systems or applications.

Artificial intelligence - Simulation of human intelligence on machines programmed to think
like human beings, recognize patterns and predict events.

Biometrics — A process that detects and registers the unique characteristics of a person to
confirm his/her identity, by means of an electronic device or system.

Bitcoin - First distributed ledger virtual currency in history, created in 2009, when its source
code was made available to the market as open-source.

Blockchain — A digital tool that allows features such as registration and verification of
financial transactions in decentralized networks.

Chatbot — A system equipped with Artificial Intelligence to interact with customers and
consumers through messages.

Crowdfunding — The practice of financing a project or enterprise, raising funds from a large
number of people, each contributing a relatively small amount, usually via the internet.

Cryptocurrencies - Encrypted digital currencies. Bitcoin is an example.
Internet of Things — A technology that connects objects used in everyday life, such as
appliances, watches, bracelets, to the internet, and allows the processing of complex

information through these objects.

Machine Learning — A technology that allows machines to learn new behaviors, according
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to their use.

Mobile Wallets - Systems that store and encrypt payment card data on a mobile device and
allow payments to be made.

Neobanks - Digital banks that offer banking products and services only through mobile
devices, using smartphone applications that serve as an alternative to the traditional banking
system.

NFC (Near Field Communication) — A wireless, high frequency and short-range
communication technology that allows the exchange of data between devices.

Cloud - Cloud platforms that store information on remote servers and are accessed via the
internet.

One-click buy - One-click purchase that eliminates the need to fill out forms and repeatedly
send information to make online purchases.

Online lending platforms - platforms that broker loans online and can be operated by
institutions other than banks.

Open banking — A model whereby a bank opens its digital platform to other companies or
startups, allowing the development of new solutions and features. The connection between
the two parties takes place through Application Programming Interfaces (API).

Robo-advisor - Digital platforms that provide automated financial planning services, guided
by algorithms, with little or no human supervision. A typical robo-advisor collects information
from customers about their financial situation and future goals through an online survey and
then uses the data to offer advice and/or automatically invest the customer's assets.

Seamless bank — A model whereby a bank connects its services and products to
applications, allowing its customer to have access to their data at any time or place.

Wearables - Everyday products, such as clothes, glasses, watches and bracelets, that
receive devices capable of generating data and connecting to the internet.

Bibliographic references:

Mobile Marketing Association, 02/2017 edition - “Fintech: inside the mobile revolution of the financial sector” (www.mmaglobal.com).
BIS (2017) “Sound Practices: Implications of fintech developments for banks and bank supervisors” - Basel Committee on Banking
Supervision — Agosto 2017 (www.bis.org).

Websites:
<https://www.bobsguide.com/guide/news/2019/Jun/26/fintech-glossary-of-terms/>

1.2.Payment networks
1.2.1. Vinti4 network

In 2019, cards issued’? grew by 9.2%, totaling 132,868 cards, compared to 2018.

12 It includes card replacements/renewals and the issue of new cards (1% time).
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The number of vinti4 cards issued increased by 7.0% and the number of international
cards increased by 24.6%, compared to 2018.

As at 31 December 2019, the vinti4 network had 8,284 payment terminals (Table 1.5),
with 204 automatic teller machines (ATM) and 8,080 points of sale (POS). There were growths
of 6.8% and 13.5%, respectively, in ATM and POS, compared to 2018.

Table I. 5 - Vinti4 network cards and terminals
Volume: units.

2015 2016 2017 2018 2019

Number of terminals 5336 6566 6722 7312 8284
Automated teller machines - ATM 169 171 179 191 204
Points of sale - POS 5167 6395 6543 7121 8080

Cardsissued 93073 105754 124 328 121729 132868
Vinti4 Cards 78113 93178 110586 106 883 114 370
International cards* 14960 12576 13742 14 846 18 498

Growth (%)

Number of terminals 18,7 23,1 2,4 8,8 13,3
Automated teller machines - ATM -1,2 1,2 4,7 6,7 6,8
Points of sale - POS 19,5 23,8 2,3 8,8 13,5

Cardsissued 7,4 13,6 17,6 -2,1 9,2
Vinti4 Cards 9,7 19,3 18,7 -3,3 7,0
International cards -3,0 -15,9 9,3 8,0 24,6

Source: Credit Institutions and SISP.
*International cards produced by SISP

There was an average of 20 ATMs per island and 9 per municipality. Praia, the country’s
most populous municipality, with 166,545 inhabitants, had an average of 1 (one) ATM per 2,281
inhabitants.

Sao Vicente, the second largest population center in the country, with 84,229 inhabitants,
saw each ATM serving an average of 3,120 residents.

The municipalities of Sal and Boa Vista continue to stand out for tourism, which
encourages the need for ATMs. Each ATM in the municipality of Sal served 1,103 inhabitants
and, in Boa Vista, this ratio was 1 (one) ATM to 1,343 inhabitants (Graph 1.6). Although they are
sparsely populated, they have good ATM coverage per inhabitant.
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Graph I. 6 - ATM distribution by municipality
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Of the 204 ATMs at the end of 2019, 74% (151 ATMs) were concentrated in three credit
institutions, with the remaining 25.5% (52 ATMs) being distributed by four credit institutions plus

Banco de Cabo Verde (1 ATM).

Table I. 6 - Geographical distribution of Vinti4 network terminals by island

Volume: units.

No.of ATMs| No.of POS [weight ATM (%)] weight POS (%)

Santiago
Sal

Sdo Vicente
Boa Vista
Santo Antdo
Fogo

Sdo Nicolau
Maio

Brava

96 3750 47,1 46,4
36 1320 17,6 16,3
27 1487 13,2 18,4
14 613 6,9 7,6
11 386 5,4 4,8
8 245 3,9 3,0
141 2,9 1,7

3 85 1,5 1,1

3 53 1,5 0,7
204 8080 100 100

Source: SISP.

As in previous years, Santiago Island continued to have the highest number of vinti4
network terminals installed nationwide, with 47.1% of ATMs and 46.4% of POS. S&o Vicente
and Sal also retained the prominent positions of previous years, particularly as regards the
number of POS installed. In S&o Vicente there were 1,487 (2018: 1,288 POS) while Sal had
1,320 POS (2018: 1,257 POS), with the two islands accounting for 16.3% and 18.4%,

respectively.

Having increased its number of terminals to 627 in 2019 (14 ATM and 613 POS), Boa
Vista accounted for 6.9% and 7.6%, respectively, of ATMs and POS installed across the
country. The remaining islands continued to have a residual presence of vinti4 network
terminals, accounting for 15.2% of ATMs and 11.3% of POS installed and active.
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Specifically in Santiago, the analyses continue to confirm the individual weight of the
municipality of Praia, with 76% (73 ATMs) and 38.7% (3,125 POS) of installed and active ATMs
and POS.

Table I. 7 - Transactions made per Vinti4 network service channel
Volume: units; Value: million escudos

Volume Value
ATM 14114997 48 326,8
Transactions involving movement of funds 8313215 48 326,8
Transactions not involving movement of funds 5801782 -
POS 19750099 55268,4
Transactions involving movement of funds 18649510 55268,4
Transactions not involving movement of funds 1100589 -
TELEVINTI4 87011 59,3
Transactions involving movement of funds 62585 59,3
Transactions not involving movement of funds 24 426 -
VINTIANET 440 19,3
Transactions involving movement of funds 440 19,3
Transactions not involving movement of funds - -
Total transactions involving movement of funds 27 025750 103673,8
Total transactions not involving movement of funds 6926 797 -
Source: SISP.

There were 33,952,547 transactions on the vinti4 network, representing a 10.9% growth
compared to the previous year (2018: 30,618,354 transactions). Of this total, 27,025,750
transactions (79.6%) involved the movement of funds, worth CVE 103.6738 billion.

Graph I. 7 - Vinti4 network transactions, both involving and not involving movement of

funds
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The movement of funds continues to be more significant at POS (69%) than ATMs

(30.8%). In the remaining network access channels — Vintidnet and Televinti4 — the movement
of funds continued to be small. The continuous growth in transactions involving movement of

Cabo Verdean Payment System Report - 2019 20



Volume

Banco de Cabo Verde

funds in recent years (Graph 1.7) also confirms the increasing acceptance of ATM and POS
terminals by the Cabo Verdean population.

In terms of values, the growth trend seen in 2018 continued. POS (CVE 55.2684 bhillion)
continued to see higher values than ATMs, with CVE 48.3268 billion in 2019.

Table I. 8 - Developments in ATM and POS transactions
Volume: units.
Value: million escudos.

2015 2016 2017 2018 2019
Automated teller
machines
ATM
Volume 10697987 11300381 12066 520 13104 827 14114997
Value 34571,3 37673,7 41055,0 45014,0 48 326,8
Points of Sale
POS
Volume 9012365 11856139 14819088 17 402 846 19750099
Value 27460,4 33690,5 40618,3 47 822,4 55268,4
Growth (%)
Automated teller
machines
ATM
Volume 5,6 6,8 8,6 7,7
Value 9,0 9,0 9,6 7,4
Points of Sale
POS
Volume 31,6 25,0 17,4 13,5
Value 22,7 20,6 17,7 15,6
Source: SISP.

(*) The volume includes transactions both involving and not involving the movement of funds.

Regarding the ATM channel use on the islands, the centers with the highest population
density continue to account for the highest rates of transactions made in 2019, both in terms of
volume (number) and value of transactions.

Graph I. 8 - Distribution of ATM transactions by island
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In Santiago, there were 7,445,163 transactions (52.7%), worth CVE 23.7751 billion
(49.2%), of which 69.4% (5,164,795 transactions), worth CVE 16.2186 billion (68.2%), were
made in the city of Praia.

In Séo Vicente, there were 2,363,935 transactions (16.7%), worth CVE 8.3184 billion,
and in Sal there were 2,003,250 transactions, worth CVE 7.7261 billion. The remaining islands
accounted for 16.3% of total transactions (2,302,646) and 17.6% of the total value transacted
on the ATM channel (CVE 8.5074 billion).

Table I. 9 - Developments in the ATM and POS network

Volume: units.

2015 2016 2017 2018 2019

Number of terminals 5336 6566 6722 7312 8284
Automated teller machines - ATM 169 171 179 191 204
Points of sale - POS 5167 6395 6543 7121 8080

Source: SISP.

At the end of the year, the vinti4 network had 8,080 POS in operation throughout the
country, with 972 new terminals being installed in 2019. Of these POS, 4,110 (51%) had an
agreement to accept international cards.

Most POS were installed in the centers with the highest population density, namely Praia
(680) and Sé&o Vicente (367). The islands of Sal (282) and Boa Vista (140) also stood out, but in
their case, it was due to tourism. The remaining municipalities, in total, did not exceed 387
installed terminals.

As in previous years, there was an increase in both the volume (13.5%) and value
(15.6%) of transactions made. A total of 19,750,099 transactions, worth CVE 55.2686 hillion,
were made. On average, 54,110 transactions, worth CVE 151 million, were made daily.

Table I. 10 - POS service use by island

Volume: units; Value: million escudos

2019 Weight (%)

Volume Value Volume Value
Santiago 9823098 29503,7 49,7 53,4
Sal 3245678 10986,5 16,4 19,9
Sado Vicente 4365782 8906,2 22,1 16,1
Fogo 249983 871,7 1,3 1,6
Santo Antdo 575061 1054,4 2,9 1,9
S3o Nicolau 195156 378,3 1,0 0,7
Boa Vista 1116803 3197,8 5,7 5,8
Maio 107 809 229,8 0,5 0,4
Brava 70729 140,2 0,4 0,3
Total 19 750 099 55268,6 100 100

Source: SISP.

Looking at the geographical distribution of the use of POS in Cabo Verde, Santiago
Island once again took the top spot, with 49.7% of all transactions made, corresponding to CVE
26.1815 billion (53.4%). The city of Praia, individually, accounted for 8,194,664 transactions
(83.4%), worth CVE 25.976 billion (88.0%), of all transactions made on this island.
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The island’s remaining municipalities handled CVE 3.5277 billion (12.0%) related to
1,628,434 transactions (16.6%).

The island of Sao Vicente ranked second in terms of number of transactions, with 22.1%
(4,365,782), followed by Sal, with 16,4% (3,245,678). Conversely, as regards the value of the

transactions, Sal came in second (CVE 10.9865 billion), followed by S&o Vicente (CVE 8.9062
billion)

The remaining islands as a whole carried out 2,315,541 transactions (11.7%), worth CVE
5.8722 billion (10.6%).

With the highest growth, the island of Boa Vista, individually, accounted for 1,116,803
transactions, worth CVE 3.1978 billion.

Graph I. 9 - Number of transactions made through the Televinti4 service
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The Televinti4 channel maintained the downward trend seen over the past five years as
regards the number of transactions made

At the end of the year, 18,882 users were associated with the service, representing a 2%

decrease in the number of users compared to the same period in the previous year (2018:
19,271).

There was a total of 87,011 transactions, of which 71.9% involved the movement of funds
(Graph 1.9), worth CVE 59.3 million. Compared to 2018, there was a 20.5% decrease in the
volume and a 1.3% increase in the value of total transactions processed through this channel.
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Table I. 11 - Televinti4 - Transactions involving movement of funds
Volume: units; Value: million escudos

2018 2019 Change %
Volume Value Volume Value Volume Value
Televinti4 transactions 109437 58,5 87011 59,3 -20,5 1,3
Daily average 300 0,2 238 0,2 -20,6 0,0
Average value in escudos 534,6 681,1

Source: SISP.

Taking into account the slight increase in the value processed and the decrease in the
volume (number) of transactions, compared to the same period in the previous year, the
average value per transaction increased, standing at CVE 681.1 (2018: CVE 534.6).

Likewise, given the decrease in the volume of transactions, the average daily number of
transactions also decreased to 238 in 2019, (2018: 300).

Table I. 12 - Vintidnet - Transactions involving movement of funds
Volume: units; Value: million escudos

2018 2019 Change %
Volume Value Volume Value Volume Value
Vintidnet transactions 1244 53,4 440 19,3 -64,6 -63,9
Daily average 3 0,1 5 0,2 46,7 36,7
Average value in escudos 42941,5 43836,9

Source: SISP.
(*) Table based on 3 months (January/February/March)

With regard to the Vinti4net service, the decrease in its use was much more significant
than in 2018. In 2019, there were 440 transactions (- 64.6%), worth CVE 19.3 million (-63.9%).
Each transaction was worth an average of CVE 43,836.9. Note that the developments seen in
transactions made through this service are justified by the change in the protocol of some
entities, who started to carry out transactions on their own platforms.

1.2.2. SWIFT

2019 was the first year the only SWIFT Service Bureau operated in Cabo Verde, after
banks' connections to SWIFT, previously provided by the shared infrastructure from the Central
Bank, were transferred to the Service Bureau in late 2018. The Service Bureau provided
connection to the SWIFT network to seven institutions, in accordance with SWIFT's increasingly
demanding security conditions.

As the overseer of the Cabo Verdean Payment System, Banco de Cabo Verde continued
to monitor this infrastructure that serves the SWIFT community from Cabo Verde. Thus, it
monitored the institutions' annual Self Attestation (Self-Assessment) process as part of SWIFT's
Customer Security Program®® (CSP) and analyzed the security measures disclosed during the
year that are addressed to users and that also fall under the CSP.

In 2019, SWIFT published the 2020 version of the Customer Security Controls
Framework (CSCF) and announced yet another CSP milestone, namely, the requirement for
users to carry out an independent assessment of their local infrastructure as of July 2020. The

13 Customer Security Program (CSP) is a program aimed at institutions that use SWIFT services (users) and it aims to
fulfill a number of security requirements in the SWIFT community. The CSP is permanent and evolutionary and
translates into the application of a security control structure in local environments and infrastructures. Its verification is
mandatory for all SWIFT users, according to the requirements that are defined annually.
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guidelines for this assessment, the first of its kind, were released with the publication of the
Independent Assessment Framework (IAF). As a payment infrastructure, SWIFT has continued
to prove extremely important to the financial community.

Graph I. 10 - Monthly SWIFT traffic (million FIN messages)
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According to the statistical data released by SWIFT, in 2019, more than 8,454 million FIN
messages (financial messages) were sent, representing a 10.6% growth compared to 2018.
The peak of FIN messages was recorded on October 31, 2019, with a total of 36.728 billion
messages. Graph 1.10 shows the developments in monthly SWIFTNET FIN message traffic
during 2019, compared to 2018.

Graph I. 11 - Distribution of FIN messages traffic per market
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Graph 1.11 shows the overall traffic distribution (monthly average/monthly cumulative) of
FIN messages per market sent over the SWIFT network during the year under analysis and
makes a comparison with the previous year.
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Year-over-year, total message traffic grew by around 7.4%, due to the growth in the
volume of payments, Treasury transactions and securities, whose contributions were 5.6%,
11.3% and 9.2%, respectively.

Text Box 3 - Financial settlement and interbank clearing services

In pursuit of its mission of “directly ensuring or regulating, supervising and promoting the
smooth functioning of clearing and payment systems,” Banco de Cabo Verde (BCV) acts as
operator and supplier of settlement services in central bank money.

As operator and supplier of settlement services in central bank money, it ensures the efficient
management and functioning of the Integrated Interbank Clearing and Settlement System
(SICIL) and the Deposit and Settlement Management System (SGDL).

To this end, it ensures the final and irrevocable nature of financial settlement, through single
accounts held by participants, which in SICIL is done by clearing multilateral balances found
while processing a large number of low-value transactions. In SGDL, high-value transactions
are processed one by one.

The main underlying objective is to mitigate the risks that are inherent to SICIL and SGDL,
especially the systemic risk, albeit limited, that can occur due to contagion among
participants, where the inability of one or more participants to act as expected makes other
participants unable to meet their obligations when due. In this way, BCV is able to ensure the
fluidity of settlements and, therefore, the efficient functioning of the System.

4+ Financial Settlement
In Cabo Verde, there is a single settlement system, — the Deposit and Settlement
Management System (SGDL), — which has been in operation since April 2008 and is the
responsibility of Banco de Cabo Verde.

This system aims to offer a settlement service, in central bank money, to participants
authorized to have a settlement account at BCV, allowing them to efficiently process
transactions relating to monetary policy implementation and, thus, minimize credit, liquidity
and systemic risks. It is also an essential tool to support participants'* in managing their
funds, as it provides them with information, throughout the day, on the balance of their
accounts with Banco de Cabo Verde, so that they can monitor the transactions on which they
intervene.

The settlement session in SGDL is organized into two separate subsections: (i) the Normal
period, which runs from 8 am to 3 pm, allowing the settlement of all eligible transactions in
the system and ii) the Pre-closing Period, running from 3 to 4 pm, which restricts settlement
to certain types of transactions. Although the closing time for transaction settlements in
SGDL has been set for 4 pm, the occasional need to accommodate transactions traded on
the open market and contracted by participants near the cut-off of the Pre-closing Period, or
clearing balances referring to the second clearing cycle, sometimes require that the
settlement session be extended beyond the limit.

14 This information is made available only to SGDL participants who are also part of SICIL.
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4+ Interbank Clearing
The Interbank Clearing System, in which Banco de Cabo Verde carries out, by clearing, the
financial settlement of all transactions processed by its subsystems, includes the following
subsystems: (i) Clearing of Checks and Related Documents, (ii) Electronic Funds Transfer
and (iii) vinti4 network, which include the direct participation of seven credit institutions, in
addition to the Treasury and BCV itself.

For interbank clearing, SISP’s interbank communication network is used as the transmission
channel between SICIL participants, and their information, when processed, is sent to the
various entities involved, with Banco de Cabo Verde being in charge of settling the balances
calculated.

In the Checks and Related Documents system, there is single clearing nationally, where
check dematerialization requires compliance with the technical standardization regarding the
existence of the machine-readable line, in order to facilitate the processing and transfer of
data between participating institutions.

The Electronic Funds Transfer system covers credit transfers, regardless of the amount.
The vinti4 network system, the only one that runs 24 hours a day and seven days a week,
incorporates the processing of transactions made at automatic teller machines (ATM), points

of sale (POS), televinti4 and vinti4net payments.

1.3.Financial Settlement and Interbank Clearing
1.3.1. Financial settlement

Deposit and Settlement Management System (SGDL)

In 2019, the Deposits and Settlement Management System processed 28,020,523
transactions, worth CVE 9.7488744 trillion, which is equivalent to about 50 times the value of
GDP at current prices?!® in the year under review.

Table I. 13 - Transactions settled in SGDL

Volume: units.

Value: million escudos.

2018 2019 Change %

Volume Value Volume Value Volume Value

Settlement by clearing - SICIL 24976 863 260600,8 28008768 289236,0 12,1 11,0
Checks 305972 71073,3 305080 74 425,6 -0,3 4,7
Interbank Transfers 672415 140329,6 740963 158771,7 10,2 13,1
Vinti4 network 23998476 49197,9 26962725 56 038,7 12,4 13,9
Settlement by transaction 9901 8315542,5 11755 9459638,4 18,7 13,8
Foreign Exchange market 2869 62 854,5 3495 84279,1 21,8 34,1
Money Market 1801 8165183,4 2604 9307891,0 44,6 14,0
Stock Exchange 1275 29441,6 1300 26 882,7 2,0 -8,7
Deposits and Withdrawals 1801 34 149,9 1775 36061,1 -1,4 5,6
Other transactions 2155 23913,1 2581 4524,5 19,8 -81,1

Total 24986 764 8576143,3 28020523 9748874,4 12,1 13,7

Source: Banco de Cabo Verde.

15 BCV's projections for GDP at current prices, for 2019, stood at CVE 195.202 billion.
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The SGDL has been processing increasing volumes and values of transactions since it
started operating. The growth in volume and value seen in 2019 is mainly due to the notable
change in settlements originating in the Money Market (44.6% and 14%).

Graph I. 12 - Developments in transactions settled in SGDL
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The transactions settled by the vinti4 network, in terms of volume, continued to drive the
upward trend in the SGDL in recent years. However, in 2019 the growth in the vinti4 network
was less pronounced (2019: 12.4%; 2018: 32%), directly reflecting in the overall growth in the
volume of settlements made in the SGDL (2019: 12, 1%; 2018: 30.8%).

The international trend where retail systems process large volumes of payments has
prevailed. Thus, the clearing systems that make up SICIL contributed 99.9% of the total volume
of settled transactions. On the other hand, gross settlement systems account for a insignificant
amount (0.1%) of settled transactions.

As for the values processed, the gross settlement systems account for 97.0% of the CVE
9.7488744 trillion, which attests to the systemic importance of the SGDL. Settlement by
clearing, however, stands at 3.0%.

Cabo Verdean Payment System Report - 2019 28



Banco de Cabo Verde

Graph I. 13 - Overall movement of transactions settled in SGDL
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In terms of settlements by transaction, there was an 18.7% increase in volume (+ 1,854
transaction) and a 13.8% increase in value (+ CVE 1.1440959 trillion), in 2019, which resulted in

a 4.2% reduction in the average value settled (from CVE 839.9 million in 2018 to CVE 804.7
million).

The weight distribution of gross settlement (Graph 1.14) shows that there is a high
concentration of liquidity risk in transactions originating in the Money Market, which, individually,

account for 98.4% (CVE 9.307891 trillion) of the total value settled and 22.2% of the total
volume processed.

Foreign exchange market transactions and cash deposits and withdrawals made by credit
institutions, together, account for 1.3% of the gross settled value, although, in volume, they
account for 29.7% (3,495 transactions) and 15.1% (1,775 transactions), respectively.

Graph I. 14 - Distribution of the weight of gross settlements in SGDL
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Transactions originating in the Cabo Verde Stock Exchange accounted for 11.1% in
volume and 0.3% in value, corresponding to 1,300 transactions, worth CVE 26.8827 billion, of
which 81.7%, worth CVE 25.5277 billion, refer to transactions with Government securities.
Other Transactions, which includes transfers made directly in SGDL, accounted for 22.0% of
the volume.

Table I. 14 - Average daily'® transactions settled in SGDL

Volume: units.
Value: million escudos.

2018 2019 Change %
Volume Value Volume Value Volume Value
Settlement by clearing - SICIL 99509,4 1038,3 111588,7 1152,3 12,1 11,0
Checks 1219,0 283,2 1215,5 296,5 - 0,3 4,7
Interbank Transfers 2678,9 559,1 2952,0 632,6 10,2 13,1
Vinti4 network 95611,5 196,0 107 421,2 223,3 12,4 13,9
Settlement by transaction 39,4 33129,7 46,8 37687,8 18,7 13,8
Foreign Exchange market 11,4 250,4 13,9 335,8 21,8 34,1
Money Market 7,2 32530,6 10,4 37083,2 44,6 14,0
Stock Exchange 5,1 117,3 5,2 107,1 2,0 - 8,7
Deposits and Withdrawals 7,2 136,1 7,1 143,7 - 1,4 5,6
Other transactions 8,6 95,3 10,3 18,0 19,8 - 81,1
Total 99 548,9 34167,9 111635,5 38 840,1 12,1 13,7

Source: Banco de Cabo Verde.

In line with the growth seen in overall settlements, Table 1.14 also shows an increase in
the average number of transactions settled in the SGDL per day, in 2019, both in terms of
volume (12.1%) and value (13.7%), compared to the daily average settled in 2018. It increased
from 99,548.9 transactions, worth CVE 34.1679 billion, in 2018, to 111,635.5 transactions,
worth CVE 38.8401 billion, in 2019. Of the total value processed daily, CVE 37.0832 billion
came from the Money Market.

In terms of settlement by clearing (SICIL), an average of 111,588.7 transactions, worth
CVE 1.1523 billion, were settled per day, corresponding to increases of 12.1% in volume and
11.0% in value compared to 2018. That is 12,079 more transactions, worth CVE 114.1 million.

The overall growth in settlement through SICIL (Table 1.4) was due mainly to the growth
in the interbank transfer and vinti4 network clearing systems, in both volume (10.2% and 13.1%,
respectively) and value (12.4% and 13.9%, respectively).

In 2019, the vinti4 network continued to have a prominent position in terms of volume,
having settled a total of 26,962,725 transactions in the SGDL (96.3%). In terms of value
processed, the interbank transfer clearing system stood out, having processed CVE 158.7717
billion (54.9% of the total value).

16 The check clearing and electronic funds transfer systems, as well as the other gross settlement systems in the SGDL,
operated 251 days in 2018 and 251 days in 2019. The vinti4 network operated 365 days in both years.
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Graph I. 15 - Transactions settled per settlement time
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Analyzing the distribution of transactions settled in the system by settlement time, there
was a settlement peak in the normal period, between 9 and 10 am, which covers the clearing
balances (vinti4 network, checks and transfers), the Treasury’s transactions abroad, credit

institutions’ transactions involving the purchase and sale of foreign currency,

and
reimbursements of open market transactions.

Graph I. 16 - Concentration of cash flow by settlement period
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The concentration of liquidity flow in the system thus remained denser in the normal
period, with 87.5% of the total volume of settlements (19,283 transactions). The pre-closing
period saw 12.5% of transactions (2,766 transactions).
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Text Box 4 - Digital transformation in banking services

The provision of banking services is also
® P changing in the digital age.
“ Nowadays, to offer banking services, in addition
to traditional institutions, there is also a variety of
companies that, manipulating the variables of time
and space, manage to challenge the so-called
traditional structures and captivate customers with
services based on different technologies.

Digital banks are part of this new financial
technologies sector.

Source: www.FreePik.com A digital bank or online bank is a payment

institution where all banking services are provided
online. From access to customer service and operating instructions, everything is done on
online or mobile platforms, involving high levels of automation of WEB based processes and
services.

Even starting a relationship with a digital bank, when opening an account, the customer does
not need to go to a physical structure (traditionally known as a branch). All s/he needs to do
is download an application on a mobile device. The process is done online, as well as
sending documents and signatures.

All over the world, and increasingly, online banking has been gaining ground, with 100%
digital banks growing. The appeal of these institutions is innovative products and services,
reduced costs, availability and convenience, being accessible 24 hours a day, 7 days a week
(unlike traditional banking hours). In other words, saving time and space.

The provision of banking services is changing in the digital age and Banks, as idealized until
the end of the last millennium, are being challenged to new perspectives. Banks emerged
long before the information and internet age and, with the digital transformation, they have
been feeling the impact on their business, now also sought by another type of institution,
which, though not necessarily having the aspirations of a Bank (traditional format), can
visualize its place in the market, boosted by technological innovation.

Regarding the way people's lives have become “digital,” in 2017, while speaking at a
European Central Bank workshop on fintech, Ms. Sabine Lautenschlager!’ stated that the
latter already seemed to be “the next big thing,” comparing it to inventions that had a
structural impact worldwide, such as the internet, or, even earlier, to the invention of the
wheel itself.

From the point of view of the consumer of banking services, the digital transformation in the
financial sector is quite evident, for example, in payment services. The digital age consumer

17 Speech given, at the time, as Member of the Executive Board of the European Central Bank and Vice-Chair of the
Supervisory Board of the Single Supervisory Mechanism.
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is fully open to the various options for transferring funds between accounts, which bring
him/her cost benefits and actual time savings.

In Cabo Verde, with regard to payments, Legislative Decree No. 8/2018 and Legislative
Decree No. 9/2018, both dated 28 November, establish the legal framework that regulates
the provision of payment services and access to the business of payment institutions and
electronic money institutions, respectively. These laws have already established a set of
requirements to accommodate the new trends in the provision of payment services in the
digital age.

The approach and attitude to face the coming times recommend a critical look at the new
realities of banking, which are already being developed at the international level. The future
of banking institutions and provision of banking services around the world will inevitably
involve the reformulation of traditional banking formats and the consideration of the
symbiosis of financial services with technological innovation.

Sources and bibliographic references:

Lautenschlager S.,"Digital na(t)ive ? Fintech and the future of banking”, at an ECB Fintech Workshop, Frankfurt,
March 2017.

BIS (2017),"Sound Practices: Implications of fintech developments for banks and bank supervisors”. Basel
Commette on Banking Supervisors, Consultative Document, August 2017.

Websites:

https://www.bportugal.pt/
https://valor.globo.com/patrocinado/dedalus/transformacaodigital
https://www.bis.org/

https://www.ecb.europa.eu/

https://www.bankofcanada.ca/

1.3.2. Interbank clearing

Integrated Interbank Clearing and Settlement System (SICIL)

Overall, transactions cleared in the SICIL increased by 12.6%, in volume and 11.0%, in

value compared to the previous year, which corresponds to an overall increase in the

processing carried out (24,976,863, worth CVE 260.6008 billion, in 2018, to 28,008,768, worth
CVE 289.2361 billion, in 2019).

There was an insignificant drop in the average value per transaction made in the SICIL
(CVE 0.01 million) compared to the previous year, resulting from an increase in volumes. The
average values of the checks and transfers systems have remained at CVE 0.2 million for five
consecutive years (2015-2019) and the average value of the vinti4 network system has stood at
CVE 0.002 million for three years (Graph 1.17).

The checks and related documents system has been losing ground over the years, due to
the decrease in the processing of transactions originating from the use of paper-based payment
instruments. This system has practically not grown in terms of volume in the last five years
(2015-2019), having decreased by 3.3% in terms of the values processed.
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Graph I. 17 - Distribution of average value per transaction in SICIL
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Systems that process transactions based on electronic instruments - interbank transfers
and vinti4 network transactions - continue to grow, with growths of 10.2% and 13.1% and 12.3%
and 13.9%, in volume and in value, respectively, compared to 2018.

Graph I. 18 - Integrated Interbank Clearing and Settlement System (SICIL)
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The vinti4 network system continues to lead in terms of volume: 96.3% (2018: 96.1%).

As for the amounts processed, the checks and transfers systems, together, remain the
most significant in terms of total values processed: 80.6% (2018: 81.1%). Note that, in terms of
value, the weight of the check system decreased 1.5%, while the weight of the interbank
transfer system increased 1.0%, compared to 2018.

Checks and Related Documents
The Checks and Related Documents system had a monthly average of 25,088 checks,
also resulting from the gradual decline in the use of this paper-based payment instrument over
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the last five years (2015-2019), despite the slight increase in value (4.2%), compared to 2018
(Table 1.15).

However, the average value, corresponding to CVE 0.2 million per check, has remained
unchanged for more than 10 consecutive years, with checks recording decreases in the majority
of the months of the year.

Note that December saw the most significant increase in the number of checks submitted
(9.1%), while the least significant decrease (6.6%) was seen in January, compared to 2018. In
terms of value, February had the highest growth (48.3%), while March had the lowest decrease
(12.8%), compared to the previous year.

Table I. 15 - Monthly data on checks submitted for clearing
Volume: units.

Value: million escudos.

2018 2019 Change %

Volume Value Volume Value Volume Value

January 26868 7530,8 25082 6993,0 -6,6 7,1
February 23449 4694,4 23384 6959,9 -0,3 48,3
March 25492 6278,9 24345 5473,6 -4,5 -12,8
April 25376 6099,5 24383 5745,7 -3,9 -5,8
May 26550 6104,7 26490 5663,1 -0,2 -7,2
June 23848 5812,7 22499 5287,2 -5,7 -9,0
July 25597 5763,7 26877 5776,1 5,0 0,2
August 25266 5872,7 24311 57943 -3,8 -1,3
September 22236 4757,1 23773 57111 6,9 20,1
October 26258 5522,7 26525 5849,3 1,0 5,9
November 25006 5249,1 24657 5900,9 -1,4 12,4
December 26343 6211,6 28734 7651,8 9,1 23,2
Total 302289 69897,8 301060 72806,1 -0,4 4,2

Daily average 1204 278,5 1199 290,1 -0,4 4,2

Vionthly average 25191 5824,8 25088 6067,2 -0,4 4,2

Source: SISP.

Thus, 1,199 checks, worth CVE 290.1 million, were cleared and settled per day. Five less
checks (CVE 11.6 million) were processed, compared to the daily averages seen in 2018. The
largest processing was recorded in December (volume: 28,734; value: CVE 7.6518 billion).
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Table I. 16 - Checks and returns submitted for clearing (monthly)

Volume: units.

Value: million escudos.

Checks Returns

Volume Value Volume Value

January 25082 6993,0 292 1123
February 23384 6959,9 274 73,4
March 24345 5473,6 308 153,2
April 24383 5745,7 318 96,4
May 26490 5663,1 381 164,0
June 22499 5287,2 331 205,1
July 26877 5776,1 574 149,6
August 24311 5794,3 298 122,2
September 23773 57111 300 124,8
October 26525 5849,3 306 163,6
November 24657 5900,9 314 62,7
December 28734 7651,8 324 1922
Total 301060 72806,1 4020 1619,5

Monthly average 25088 6067,2 335 135,0
Total 2018 302289 69897,8 3683 1175,5

Monthly average 2018 25191 5824,8 307 98,0

Source: SISP.

Of the 305,080 total documents processed (CVE 74.4256 billion), 4,020 were returns
(CVE 1.6195 hillion), which grew in the opposite direction in terms of volume compared to
checks submitted, resulting in an increase in volume (9.2%) and a more significant increase in
value (37.8%) compared to the previous year.

In the context of increased checks returned, the largest contribution in terms of volume
was recorded in July (574), followed by May (381), which also saw the second highest value of
returns (CVE 164.0 million). The highest value (CVE 205.1 million) was returned in June.

Table I. 17 - Checks and returns submitted for clearing

Volume: units.

Value: million escudos.

2018 2019 Change %
Volume Value Volume Value Volume Value
Checks 302289 69897,8 301060 72806,1 -0,4 4,2
Returns 3683 1175,5 4020 1619,5 9,2 37,8
Total 305972 71073,3 305080 74425,6 0,3 4,7
Daily average 1219 283,2 1215 296,5 -0,3 4,7

Source: SISP.

Analyzing average monthly returns, we conclude that the volume processed and cleared
increased from 307 documents in 2018 to 335 in 2019, corresponding to a CVE 135.0 million
higher value.

With regard to the weight of truncated and non-truncated checks (Graph 1.19), the trend
observed in previous years was maintained, with a higher number of non-truncated checks
(155,716) than truncated checks (145,344), relative to the total number of checks submitted for
clearing.

Cabo Verdean Payment System Report - 2019 36



Banco de Cabo Verde

Graph I. 19 - Weight of truncated and non-truncated checks
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This trend was maintained, although the difference is much greater when we look at the
value of non-truncated checks (CVE 70.8859 billion) and that of truncated checks (CVE 1.9201
billion).

In 2019, the monthly average of truncated checks stood at 12,112 processed documents,
worth CVE 160.0 million, while non-truncated checks stood at 12,976, worth CVE 5.9072 billion.

Cabo Verdean Payment System Report - 2019 37



Banco de Cabo Verde

Table I. 18 - Returned checks by reason for return

Volume: units.
Value: million escudos.

Reasons for return

2018 2019
Volume Value Volume Value

By Drawee institution
Non-clearable 87 18,2 156 29,1
Lack of Key Requirement 299 111,9 372 164,4
Lack of or insufficient funds 1489 412,5 1678 553,3
Irregular Withdrawal 605 197,7 423 338,0
Irregular Endorsement 15 40,4 5 1,5
Check with funds revoked - for just cause 5 0,8 - -
Check without funds revoked - for just cause 3 0,4 3 0,9
Check with funds revoked - submitted after the deadline 9 1,6 - -
Check without funds revoked -submitted after the deadline 5 0,4 5 0,2
Blocked account 56 7,3 34 4,5
Suspended account - - 1 0,0
Closed Account 2 0,6 1 0,0
Poor Forwarding 153 41,0 91 24,5
Account Number does not exist 8 3,0 10 1,0
Check Number does not exist 27 9,5 14 2,6
Errorindata 143 58,2 90 19,3
Incorrectly Indicated Amount 303 110,3 396 101,0
Check not Submitted - - - -
Duplicate record 58 3,8 343 57,7
No stamp/submission reference/no endorsement 6 0,8 1 0,2
Counterfeit check with funds 3 0,0 - -
Counterfeit check without funds - - - -
Return at the request of borrower bank 34 9,4 51 15,7
Image not received or unreadable 291 124,7 275 292,9
Borrowing Institution’s Failure to Clear - - - -
By Borrowing Institution
Invalid reason for return 18 1,0 15 0,8
Poor Forwarding 2 1,6 2 0,5
Duplicate record 1 0,0 1 0,0
Return after Deadline 61 20,4 53 11,3

Total 3683 1175,5 4020 1619,5

Source: SISP.

With a weight of 41.7% in total returns, “Lack of or insufficient funds” continues to be the
main reason for check returns (Table 1.18). Checks returned for this reason increased by 12.7%
compared to the previous period.

“Irregular withdrawals” remain the second main reason for returns, although with a much
lower overall weight (10.5%; 2018: 16.4%). The third main reason for return is still “Incorrectly
indicated amount,” with a total of 396 documents processed.

The main reasons for returns made by borrowing institutions, but attributable to
withdrawing institutions due to non-conformities detected in the withdrawing institutions, were
“invalid return for return,” “poor forwarding,” “duplicate records” and “return after the deadline,”
accounting for 1.8% of total returns.

According to data from previous years, the largest number of checks submitted remains
in the up to CVE 30,000 value bracket (48.3%; 2018: 50.9%) and the highest value continues to
be issued in the above CVE 10 million value bracket, with a weight of 25.8% (2018: 24.1%),
although with insignificant volumes (Graph 1.19 and Table 1.19).
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Graph I. 20 - Checks submitted and returned for clearing by value racket
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In terms of the distribution of checks submitted for clearing by value bracket, the CVE
100,001 to CVE 500,000 bracket, which still has a high concentration of values (CVE 12.058
billion), grew by 12.4% and 7.9% in volume and value, respectively, compared to 2018.

Table I. 19 - Checks submitted for clearing by value bracket

Volume: units.

Value: million escudos.
Weight Checks

Submitted Returned
Submitted (%)
Volume Value Volume Value Volume Value
1 10000 63362 357,7 258 1,7 21,0 0,5
10001 20000 49330 738,9 266 4,2 16,4 1,0
20001 30000 32826 825,9 177 4,5 10,9 1,1
30001 50000 39538 1576,8 581 23,2 13,1 2,2
50001 100000 41437 3007,2 656 47,5 13,8 4,1
100001 500000 54052 12058,0 1626 386,5 18,0 16,6
500001 1000000 9958 7293,7 221 164,1 3,3 10,0
1000001 2000000 5072 7354,1 131 187,3 1,7 10,1
2000001 3000000 1802 4570,8 30 76,4 0,6 6,3
3000001 4 000000 968 34925 22 82,5 0,3 4,8
4000001 5000000 752 3509,4 16 86,5 0,2 4,8
5000001 10000000 1297 9211,2 21 174,8 0,4 12,7
10000001 20000000 406 5799,1 8 109,3 0,1 8,0
20000001 100000000 246 9592,3 7 2709 0,1 13,2
>100.000.000 14 3418,5 0 0,0 0,0 4,7
Total 301060 72806,1 4020 1619,5 100 100

Source: SISP.

The highest growth occurred in the CVE 20,000,001 to CVE 100,000,000 bracket, with
growths of 26.8% and 22.1%, in volume and value, respectively, compared to 2018. However,
compared to the previous year, the highest decrease occurred in the above CVE 100 million
bracket (volume: 17.6%) and in the CVE 50,001 to CVE 100,000 bracket (value: 18.49%).

Analyzing the returns, the CVE 100,001 to CVE 500,000 bracket still has the highest
weight of returned documents (volume: 40.4%; value: 23.9%), equivalent to 1,626 returns, worth
CVE 386.5 million. It is worth noting that the 15 checks returned in the CVE 10,000,001 to CVE
100,000,000 bracket, worth CVE 380.3 million, account for 23.5% of the total weight of returns.
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Text Box 5 - Check Incident Report Office - (CIC)

When carrying out Oversight activities and fulfilling the mission entrusted to it by Article 19 of
its Organic Law, Banco de Cabo Verde (BCV) centralizes the information reported by credit
institutions regarding the misuse of checks.

The termination of a check agreement between an entity (natural or legal) and a credit
institution of which it is a customer implies the entity’s inclusion in the List of Check Users
that Offer Risk (LUR), with BCV communicating this information to all credit institutions.

The main purpose of disclosing the LUR is to inform credit institutions that, in addition to
being required to terminate the check agreement and collect the checks, they are prevented
from providing new checks to those whose data are contained therein, for a legal period of
two (2) years.

However, the credit institution that imposed the termination may, before the end of the
aforementioned period, ask BCV to remove its customer from the LUR in order to enter into a
new agreement with him/her. BCV’s decision to authorize the new agreement shall take
effect for all credit institutions and is disseminated in the same ways as the LUR disclosure.

In 2019, an additional 190 users were registered with the Check Incident Report Office (CIC),
which represents a 7% growth compared to 2018. In total, 3,103 users were registered with
the CIC, of which 2,332 (75%) were natural persons.

In total, credit institutions made 286 reports to the CIC in 2019, reflecting an increase of 18%
(+ 44 reports) over the previous year. While, on the one hand, this increase signals the
occurrence of more incidents, - misuse and/or use of a check after notification of termination
- on the other hand, it reveals that credit institutions are more rigorous in complying with the
law, especially when it comes to the deadlines for sending reports to BCV about terminating
the check agreement with anyone who, due to their improper use of the instrument, call into
question the spirit of trust that must guide its circulation.

Graph I. 21 - Users registered with CIC Graph |. 22 - Entities included in the LUR
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At the request of credit institutions, in 2019, BCV included 228 entities in the LUR. On the
other hand, in addition to the 175 entities that are no longer included in this List due to the
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deadline, the Central Bank assessed and approved 42 removal requests from credit
institutions, with the total number of removals in 2019 standing at 217.

Graph I. 23 - CIC Reports Graph I. 24 - LUR removals (2018-2019)
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In compliance with the duty provided for in Article 6 (7) of the Technical Instruction published
by Circular Series A, No. 163, dated 23.11.2011, CIC's work also includes providing public

service (in person or by phone) to people who want to know what information about them can
be found at the CIC.

Electronic Funds Transfer

Processing transactions based on electronic payment instruments, this system had a
monthly average of 61,663 transfers, worth CVE 13.2239 billion.

Table I. 20 — Monthly transfers processed through the clearing system
Volume: units.

Value: million escudos.

2018 2019 Change %
Volume Value Volume Value Volume Value
January 44395 10056,5 50306 11149,7 13,3 10,9
February 49 206 9043,4 54682 10898,8 11,1 20,5
March 55757 10986,4 57211 12892,7 2,6 17,4
April 52686 10217,2 60036 12934,0 14,0 26,6
May 57677 12506,1 65082 13174,7 12,8 5,3
June 51619 10518,1 58479 11953,5 13,3 13,6
July 60991 12338,3 63324 12874,7 3,8 4,3
August 56751 13139,6 62046 15236,5 9,3 16,0
September 55010 10740,6 60037 12413,6 9,1 15,6
October 60996 11865,5 67337 12973,7 10,4 9,3
November 60311 13376,7 64914 12948,0 7,6 -3,2
December 66476 15463,4 76504 19237,3 15,1 24,4
Total 671875 140251,6 739958 158687,3 10,1 13,1
Daily average 2677 558,8 2948 632,2 10,1 13,1
Monthly 10,1 13,1
average 55990 11687,6 61663 13223,9
Source: SISP.
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In the last five years (2015-2019), the average value per transaction processed has
remained at CVE 0.2 million, with transfers showing growth in most months, except for
November, which had a decrease in value compared to the previous year.

The month of December saw a peak in processing, in terms of both volume and value,
also recording the largest increase in volume (15.1%) compared to the previous year. On
average, 2,948 cleared and settled transfers were processed daily, worth CVE 632.2 million.
That is 271 more transfers, worth CVE 73.4 million more, than in 2018.

Table I. 21 - Transfers and returns submitted for clearing
Volume: units.

Value: million escudos.

Transfers Returns
Volume Value Volume Value
January 50306 11149,7 50 7,1
February 54682 10898,8 41 5,8
March 57211 12892,7 422 10,5
April 60036 12934,0 102 6,0
May 65082 13174,7 88 4,6
June 58479 11953,5 36 12,6
July 63324 12874,7 36 12,1
August 62046 15236,5 18 5,0
September 60037 12413,6 24 2,7
October 67337 12973,7 80 2,3
November 64914 12948,0 50 8,2
December 76504 19237,3 58 7,6
Total 739958 158687,3 1005 84,5
Monthly average 61663 13223,9 84 7,0
Total 2018 671875 140251,6 540 78,0
Monthly average

2018 55990 11687,6 45 6,5

Source: SISP.

Returned transfers had a similar performance to submitted transfers, although with a very
significant growth in terms of volume (86.1%; value: 8.3%) compared to the previous period.

However, of the 739,958 transactions processed, worth CVE 158.6873 billion, only 1,005
corresponded to returns, worth CVE 84.5 million. The weight of returns in total processing
remains irrelevant.

Analyzing the dynamics of monthly returns, on average, the volume increased from 45 in
2018 to 84 in 2019, equivalent to CVE 7.0 million more than the previous year. The month of
March had the largest number of returned transfers (422), while June saw a peak in returned
values (CVE 12.6 million).

Cabo Verdean Payment System Report - 2019 42



Weight (%)

Banco de Cabo Verde

Graph I. 25 - Transfers submitted for clearing per participant
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Analyzing the weight of the participants in the transfer clearing system, in terms of
volume, the Treasury (48.9%) once again reaffirmed its relevance in this system, having come
even closer to the processing of all credit institutions (Cl) combined (49.5%).

The Treasury cleared 362,091 transfers, worth CVE 49.8439 billion, which resulted in
increases (volume: 44.3%; value: 12.1%) compared to the previous year. Together, all Cls
cleared a total of 366,010 transfers, worth CVE 105.2826 billion. The average value increased
from CVE 0.2 million in 2018 to CVE 0.3 million per transfer in 2019.

As a participant in this system, Banco de Cabo Verde continued to make an insignificant
contribution (volume: 1.6%; value: 2.2%), although the average value per transfer, which had
remained unchanged since 2013, increased from CVE 0.2 million in 2018 to CVE 0.3 million in
2019, resulting from the processing of 11,857 documents, worth CVE 3.5608 hillion.

Graph I. 26 - Transfers submitted and returned for clearing per closing
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Closing 1 of this clearing system continues to meet the expectations of processing the
largest volumes (97.5%) and values (95.8%). However, contrary to expectations, the bulk of
transfers are also returned in closing 1 (volume: 98.9%; value: 92%)18.

18 According to SICIL regulations, transfer returns should occur by closing 2.
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When we analyze the classification of transfers by transaction code, we find that "Other
transfers" (49.4%) and "Fees" (46.7%) were the types of transfer most processed at closing 1,
in volume. "Other transfers," however, were much more significant in terms of value (82.3%)
than “Fees.”

Table I. 22 - Transfers by closing and transaction code
Volume: units.

Transaction code Value: million escudos.
Submitted Returned

Volume Value Volume  Value

Closing 1
Rent/Lease 16104 719,4 18 0,43
Fees 337250 19302,7 509 12,6
Other Transfers 356411 125080,4 444 60,8
Other 11804 6961,2 0 0,0
Total 1 721569 152063,6 971 73,9

Closing 2
Fees 10321 622,7 3 0,1
Other Transfers 7941 5939,8 8 6,7
Other 127 61,2 0 0,0
Total 2 18 389 6623,7 11 6,8
Grand total 739958 158687,3 982 80,6

Source: SISP.

In closing 2, however, it appears that “Other transfers” were more significant only in terms
of the values processed (89.7%), with “Fees” predominating in terms of processed volumes
(56.1 %).

Table I. 23 - Transfers submitted for clearing by service code

Volume: units.
Value: million escudos.

Service code

2018 2019 Change %
Volume Value Volume Value Volume Value
Closing 1
Transfer orders with BIN 641134 132884,2 721569 152063,6 12,5 14,4
Total 1 641134 132884,2 721569 152063,6 12,5 14,4
Closing 2
Transfer orders with BIN 18410 30741,0 18389 6623,7 -0,1 -78,5
Total 2 18410 30741,0 18389 6624 0,1 -78,5
Grand total 659544 163625,2 739958 158687,3 12,2 -3,0
Source: SISP.

The 2019 data confirm the increases in closing 1, with the use of “Payment Orders with
BIN” increasing both in volume (12.5%) and in value (14.4%). At closing 2, there was a
significant decrease in the amounts submitted (78.5%) compared to 2018. For two years there
has been no use of the “Transfer orders without BIN” service code.
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Table I. 24 - Transfers returned for clearing by closing and service code

Volume: units; Value: million escudos

Service code 2018 2019 Change %
Volume Value Volume Value Volume Value
Involving movement of funds
Closing 1
Return of transfers with BIN 237 25,3 195 25,8 -17,7 2,1
Response to request for transfer
return from paying participant with
accountingvalue 271 44,8 788 50,9 1908 13,6
Total 1 508 70,1 983 76,7 93,5 9,5
Closing 2
Return oftransfers with BIN 28 5,5 4 6,5 -85,7 18,6
Response to request for transfer
return from paying participant with
accountingvalue 4 2,4 18 1,2 350,0 -50,0
Total 2 32 7,9 22 7,7 -31,3 2,2
Grand total 540 78,0 1005 84,4 86,1 8,3
Not involving movement of funds
Closing 1
Request for transfer return by 328 183,5 1008 73,6 207,3 -59,9
paying participant
Response to request for transfer return 102 141,9 221 16,2 116,7 -88,6
from paying participant without accountingvalue
Total 1 430 325,4 1229 89,8 185,8 -72,4
Closing 2
Request for transfer return by 65 9,1 46 8,0 -29,2 -11,9
paying participant
Response to request for transfer return 0 0,0 1 0,1 - -
from paying participant without
accountingvalue
Total 2 65 9,1 47 8,0 -27,7 -11,9
Grand total 495 334,5 1276 97,8 157,8 -70,8

Source: SISP.

Out of a total of 1,054 “Return requests” processed in closing 1 and 2, worth CVE 81.6
million, 806 transfers were actually returned (CVE 58.4 million). Also, of all return requests, 222
were answered without accounting information and 26 remained to be answered by the

beneficiaries' participants.

Graph I. 27 - Weight of transfers submitted for clearing per value bracket
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The lower-value brackets continue to show the highest concentration of transfer
processing in terms of volumes. Thus, 77% of the transfers submitted (570,207) corresponded
to values between CVE 5,000 and CVE 100,000. However, in terms of values, the three levels
that make up this bracket accounted for 13.8% of the total value transacted by the system.

The largest number of transfers was in the CVE 5,000 to CVE 25,000 bracket, with
226,205 transfers processed. This bracket had a weight of 30.6% in total cleared documents.
However, the values processed in this bracket (CVE 3.1879 billion), which accounted for only
2% of total processed values, confirmed the retail nature of this system. On average, each
transaction was worth CVE 0.1 million.

On the opposite side, in the above CVE 2.5 million bracket, the highest values were
processed, for a total of CVE 109.5176 billion (69%). This bracket, however, accounted for only

0.8% of total transfers processed by the system (6,141). Each transaction processed an
average of CVE 17.833 billion.

Graph I. 28 - Weight of transfers returned for clearing per value bracket
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In terms of returned transfers, the up to CVE 100,000 bracket concentrated 89.7% of the

returns (901 transfers), as expected, although it accounted for only 26.1% (CVE 22.1 million) of
the value.

The above CVE 2.5 million bracket also followed the same trend of the transfers
submitted for clearing, having been responsible for only 4 returned documents (weight: 0.4%),
worth CVE 16.5 million, representing the second largest weight (19.6%; 2018: 47.6%) relative to
the total value of transfer returns by value bracket.

Settlement of Vinti4 network transactions

Responsible for processing the clearing of interbank transactions made at ATMs, points
of sale (POS), televinti4 and vinti4 net payments. It is the only SICIL system that works non-stop
(365 days a year).
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This system processed 26,962,725 transactions, worth CVE 56.0387 billion. There were
increases of 12.4% in volume and 13.9% in value compared to 2018.

Table I. 25 - Settlement of Vinti4 network transactions
Volume: units.

Value: million escudos.

vinti4 network

Volume Value
2015 10662686 33473,0
2016 12920163 38001,5
2017 18186231 43691,8
2018 23998476 49197,9
2019 26962725 56038,7

Source: SISP.

In the last five years (2015-2019) there has been an extraordinary growth in the number
of transactions processed by this system (142.8%) and a significant growth (67.4%) in the total
amount processed.

In terms of processed volumes, in 2019 this system accounted for 96.3% of SICIL's
transactions.

Graph I. 29 - Developments in transactions settled through the Vinti4 network
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The vinti4 network's transaction clearing system remains the clearing infrastructure with
the largest volumes processed, although accounting for only 19.4% of the total value processed
in the SICIL.

Each transaction in this system processed an average of CVE 0.002 million for the fourth
consecutive year, which makes it a retail system.
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Text Box 6 - Regulation and control

The way we understand payment services is changing, to focus on simplifying people’s lives.
The challenge is to be at the speed of the market and, in this context, fintech plays a key
role, proposing innovative solutions in financial services, especially in payments.

Aware of the opportunities that technological innovation brings, as well as the risks and
challenges arising from the emergence of new business models and new players, Banco de
Cabo Verde (BCV) continued with its firm commitment to promote financial product and
service innovation, along with ensuring the stability and integrity of the financial system.

Various initiatives to monitor the implications of technological innovation in the Cabo Verdean
financial system were taken by BCV throughout 2019, seeking to strengthen the dialogue
with current and potential financial market operators.

In terms of regulation, 2019 saw the materialization of regulations resulting from the
legislative package for the Cabo Verdean Payment System, which was published in
November 2018. Notice No. 6/2019, dated 18 July, was published. It regulates the
authorization of payment institutions and electronic money institutions, and establishes
additional rules on minimum share capital, equity and requirements for the protection of
funds received by said institutions.

BCV also worked on a number of regulations, aimed at both adjusting existing documentation
and producing new regulations on different matters:

= Payment system interoperability;

= Management, processing of transactions and anomalies in a shared network for
payment with a card or similar device;

= Conditions for issuing, accepting and using payment cards;

= Payment accounts;

=  Provision of funds in payment accounts;

= Update of Notice No. 3/2017, dated 14 August 2017 - Opening of bank deposit
accounts - adjustment to the new reality of services.

With regard to the Settlement System, in 2019, application developments were made in the
Deposit and Settlement Management System (SGDL), which resulted in an improvement in
the connection with the Integrated Foreign Currency Reserve Management System (SIGER)
and start of production of BCV's Integrated Treasury Management System (SIGEST).

In addition, BCV carried out two inspections in the area of payment instruments (checks,
transfers, deposits) to check and assess credit institutions’ compliance with the rules and
encourage the credibility of payment instruments among the public. In these inspections,
BCV analyzed compliance with the rules stipulated by: Legislative Decree No. 12/95, dated
12 December, as amended and republished by Legislative Decree No. 12/2010, dated 8
November, which regulates the restriction on the use of checks; Decree-Law No. 41/2009,
dated 2 November, combined with Legislative Decree No. 8/2018, dated 28 November, on
the deadlines for making funds available in payment accounts; and Notice No. 3/2017, dated
14 August, which regulates the opening of deposit accounts.
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Text Box 7 — Fintech: Challenges to its regulation

In the digital age, consumers look for convenience, efficiency and speed. The so-called
millennials?®, who are more connected, want to make transactions through mobile technology
platforms and applications, seeking above all comfort and ease in the financial management
of their daily lives. This is a demanding generation that is no longer loyal to the traditional
banking model2°.

The emergence and proliferation of fintech?! finds favorable ground in this context of
identified needs for speed, convenience and ease in handling financial issues. That is, it
refers to entities that operate in the financial sector with business models based on innovative
technologies, the technologies applied to financial services and that are used by these
entities, or traditional participants in the financial system, such as banks and payment
institutions.

While the phenomenon of fintech is gaining increasing importance for the financial market all
over the world, it is also true that its regulation poses several challenges to regulatory and
supervisory entities.

Designing an appropriate regulatory framework for fintech is a complex and continuous task,
considering the dynamics that technological innovation imposes, and the context of
globalized and interdependent economies and increasingly demanding consumers.

On the one hand, the authorities cannot neglect to promote technological development for the
sake of the economy, the financial system and public policies, like financial inclusion. On the
other hand, more technology and innovation inevitably means an increase in various risks,
considering the interdependency of business and the creativity of the available offer, which
can both erode consumer privacy and even encourage unethical conduct.

In general, the risks associated with the emergence of fintech can be divided into four broad
types: strategic risk, operational risk, cyber risk and compliance risk (see “Implications of
Fintech developments for banks and bank supervisors” - February 2018, BIS).

Some of the advanced and emerging market economies are working to develop mechanisms
to promote the orderly application of new technologies in the financial sector. One of the most
notable and widespread examples worldwide is the creation of “regulatory sandboxes.”

Regulatory sandboxes are "safe environments" where companies can experiment with
innovative products, services, business models and delivery mechanisms without
immediately incurring all the regulatory consequences normally involved in engaging in the
activity in question.

The sandbox allows for innovative experiences to take place in a controlled environment, for

19 Millennials is a concept in Sociology that refers to those born after the beginning of the 1980s and up to 1995. This
generation developed at a time of great technological advances, economic prosperity, and material ease, and
effectively, in a highly urbanized environment, immediately after virtuality was established as a system of social and
media interaction.

20 see Millennial Disruption Index, 2013, Viacom Media Networks.

21 The term fintech results from combining the words financial & technology, and refers to the application of technology
in the provision of financial services.
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an identified period of time, with legal and regulatory guidance from the supervisory
authorities and, if successful, solutions can then be made available to the market, based on
the guidelines established by the regulator and on the data collected in that experimental
period?2.

This type of initiative to regulate financial services has the potential to offer the market more
actual competition, protecting the interests of consumers, by reducing time and, potentially,
the cost of placing innovative ideas on the market. In addition, it enables greater access to
finance for innovative companies and the placement of more services in trial mode, which
increases the likelihood of their launch in the markets.

In 2017, Deloitte identified London (considered to be the fintech capital of the world), Abu
Dhabi, Luxembourg (country/city), Mexico City and Singapore as the best rated cities with
regard to the regulation of the global fintech ecosystem. Three of these cities are part of a
group of eight countries that already have regulatory sandboxes, namely the United Arab
Emirates, the United Kingdom, Singapore, the Netherlands, Malaysia, Australia, Canada and
Hong Kong.

In addition to these countries, there are eight more (countries or cities) that have also
proposed the creation of their own platforms, although they have not yet taken the first steps
to start tests with companies in the sector: United States of America, Switzerland, Dubai,
Russia, Indonesia, Taiwan, Thailand and Norway.

Notwithstanding the movements observed in this area at the level of the regulatory
authorities, the regulations on the new fintech activities and technologies have focused, not
on strengthening prudential safeguards, but especially on operational resilience and reducing
the risks in consumer and data protection.

It is not yet clear, for example, whether this technology phenomenon can promote actual
competition through diversity, or whether it can instead promote the emergence of new
(potentially global) big tech?® oligopolies, which do not necessarily work in the interests of
consumers and can generate new types of risks to financial stability. In other words,
regulatory authorities are still faced with other challenges, in addition to understanding and
possibly controlling operational risks and consumer and data protection risks, and, depending
on the answers to the questions raised by the phenomenon of fintech, different types of
public intervention and regulation may emerge.

Here, in its continuous role as promoter and driver of Payment System development and
modernization, Banco de Cabo Verde (BCV) has also paid special attention to the
international phenomenon of fintech, aware that it will be an inevitable reality in Cabo Verde.

In 2019, there were some initiatives where, in addition to following international trends, it
would be possible to understand the implications of technological innovation in the country's
Financial System. The initiatives included the study of issues related to the application of
technology to the financial area and specifically to payments, as well as understanding the
possible risks associated with new distribution channels and new business models in the

22 Regulatory sandbox Framework, February 2019, Saudi Arabian Monetary Authority.

% Big techs are the big tech companies that have dominated the market in recent years. Initially small startups, these
organizations, usually located in Silicon Valley, created innovative and disruptive services using a scalable, dynamic
and agile business model.
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Cabo Verdean context.

“The best response by Central Banks is to continue running effective monetary policy, while
being open to fresh ideas and new demands, as economies evolve. (...) Regulators will likely
have to further expand their focus, from national entities to borderless activities; from your
local bank branch to quantum-encrypted global transactions. (...) Easier said than done.”

- Christine Lagarde, President of the European Central Bank, in “Central Banking and fintech
a brave new world - innovations / Blockchain for Global Development” 2018.
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Chapter Il - Payment Means and Instruments

2.1.Developments

Technological innovation continues to drive the development of payment means and
instruments available in the financial system, all over the world, with the supply seeking to
maximize the advantages provided by the digital age we live in.

In Cabo Verde, there has been a progressive change in the behavior of consumers, who
are showing a preference for electronic instruments to make payment transactions, over paper-

based ones, with Cabo Verdeans also more open to new payment experiences.

Table Il. 1 - Payment means and instruments

Volume: units. Value: million escudos.

2018 2019 Change %
Volume Value Volume Value Volume Value
Banknotes and coinsin circulation - 9801,8 8595,9 - -12,3
Checks 1273554 193 867,6 1080108 192 600,5 -15,2 0,7
Clearing 305972 71073,3 305080 74 425,6 -0,3 4,7
Branch 967582 122794,2 775028 118174,9 -19,9 -3,8
Transfers 2336825 274931,8 2403660 277 318,6 2,9 0,9
Interbank 672415 140329,6 740963 158771,7 10,2 13,1
Intra-bank 1664410 134602,2 1662697 118546,9 0,1 -11,9
Cards 24078981 92948,3 27 025750 103673,8 12,2 11,5
Vinti4 card 23137462 81890,1 25809219 90440,1 11,5 10,4
International cards 941519 11058,2 1216531 13233,7 29,2 19,7
Total' 27 689 360 561747,6 30509518 573592,9 10,2 2,1
Weight %
Checks 4,6 34,5 3,5 33,6 -1,1 -0,9
Transfers 8,4 48,9 7,9 48,3 -0,6 -0,6
Cards 87,0 16,5 88,6 18,1 1,6 1,5

Source: Banco de Cabo Verde, SISP and Credit Institutions.

"The total value of payment means and instruments does not include the value of banknotes and coins in circulation.

In 2019, payment cards were used for 88.6% of payment transactions made in the

country (2018: 87%).
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Graph II. 1 - Developments in the weight of payment instruments use
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The 2019 data confirms the preference for payment cards over transfers and checks. It is
also worth noting that the use of checks decreased 15.2% in volume and 0.7% in value (Graph
11.2).

Graph Il. 2 - Developments in payment instruments
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2.1.1. Cash

Although the data shows an evolution in the use of electronic payment instruments, an
analysis of the currency in circulation indicators indicates that cash remains the most widely
used instrument by Cabo Verdeans.

In day-to-day transactions, Cabo Verdeans more often use banknotes and coins,
particularly due to their intrinsic characteristics: practical use, confidentiality and immediate
liquidity. This, despite the fact that an analysis of some ratios that relate circulation to monetary
aggregates M1 (weight of currency in circulation) and M2 (preference for Central Bank money)
confirms more willingness, in recent years, to use alternative payment instruments.

Table Il. 2 - Currency in circulation - indicators

Value: million escudos.

2015 2016 2017 2018 2019

Banknotes and coins in circulation (C) 9342,4 9688,2 9899,1 9801,8 8595,9
Demand deposits (DD) 47283,1 52 803,2 65587,5 69038,9 78057,7

M1(C+DO) 56 625,5 62491,4 75486,6 78 840,7 86 653,6
Term deposits’ (TD) 93156,0 99319,0 99 859,0 99 384,6 106 595,8

M2 (M1+DP) 149781,5 161810,4 175 345,6 178 225,3 193249,4
GDP? 158 699,1 165782,2 171612,0 182990,9 195202,3

Ratios

Circulation speed (V)

V1(GDP/C) 16,987 17,112 17,336 18,669 22,709
Circulation/GDP ratio

C/GDP 0,059 0,058 0,058 0,054 0,044
Weight of currency in circulation

c/M1 0,165 0,155 0,131 0,124 0,099
Preference for central bank money

C/M2 0,062 0,060 0,056 0,055 0,044

Source: Credit Institutions and Banco de Cabo Verde.
" ltincludes only time deposits in DC, savings deposits, deposits by emigrants, and resident deposits in foreign currency.
2 GDP information according to information provided by BCV's Studies and Statistics Department.

In 2019, the monetary aggregate M124 grew 9.9% (2018: 4.4%) over the previous year,
reflecting a 13.1% increase in Demand Deposits and a 12.3% decrease in notes and coins in
circulation. The weight of currency in circulation ratio (C/M1) stood at 0.099 basis points in
2019, when in 2018 it was 0.124 basis points. Reflecting these developments, the preference
for Central Bank money ratio (C/M2), weighted by the value between notes and coins held by
the public and money supply, decreased from 0.055 basis points in 2018 to 0.044 basis points
in 2019, which proves the theory that Cabo Verdeans are changing their payment habits,
increasingly opting for payment instruments other than cash.

24 M1 is the sum of notes and coins held by the public and demand deposits.
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Graph Il. 3 - Developments in monetary aggregates
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In December 2019, banknotes and coins in circulation totaled CVE 8.5959 billion, a
12.3% decrease from the previous year. Banknotes account for 92.4% of the total in circulation,
of which 84.8% correspond to CVE 1000 and CVE 2000 notes, the only ones available on the
vinti4 network’s ATMs.

Graph Il. 4 - Banknotes in circulation by denomination
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Text Box 8 - Central Bank Digital Currency
Money, the basis of indirect exchange, is no longer what it used to be!

From rare precious metals (gold and silver), money started to be coined in other types of
metals, such as copper, zinc and nickel, and in paper money. In the digital age, it has also
become a set of digits stored in an electronic device that flows at the speed of the internet.
The continuous digital transformation is completely changing the nature of money and the
way we pay for goods and services.

The rapid and growing dissemination of private solutions makes it possible to carry out point-
to-point transactions (without third-party intermediation) and to process micropayments,
through applications that are very intuitive to use and, in some cases, integrated with social
networks. Some of these solutions have their own virtual currency (e.g., cryptocurrency) to
make these transactions/payments.

In fact, virtual currency is not > . =
currency! Well, it does not meet . 7
the necessary requirements,
nor does it have mandatory
legal tender. It depends a lot on
the perception of society and its
acceptance as a means of
payment.

>

A - ———EEARS Y (T O

Source: https://techcrunch.com/wp-

One of the categories of virtual content/uploads/2014/10/shutterstock_29228173.jpg?w=730&crop=1

currency is  cryptocurrency:

decentralized currency in which

the issuance of monetary units and verification of funds transfers are done through a
technology generated through cryptography and mathematical algorithms - distributed ledger
technology (DLT) which, in the specific case of Bitcoin, the most common cryptocurrency, is
called Blockchain.

In view of the various challenges (in particular, excessive volatility associated with
speculation, and use in illicit activities) that virtual currency poses financial systems, but also
because DLT is an innovative and very promising technology, as well as due to the fact that
the current high dynamism of electronic commerce leads to a significant drop in the use of
cash in some countries, several central banks have been studying the application of DLT with
encryption in the issuance of Central Bank Digital Currency (CBDC).

CBDC is a currency issued by a Central Bank, in digital format, which can be made available
to all economic agents. CBDC is a fiat currency, so it has a mandatory legal tender and fulfills
three functions in the economy: medium of exchange, unit of account and store of value.
Therefore, it can be converted, for example, into cash, and its issuance and stability over
time are ensured by stable public assets held by the Central Bank.

CBDC can be classified into two categories, hamely retail CBDC and wholesale CBDC. The
retail category, like cash, will have no access restrictions and can be used in person-person,
person-company and company-company payment transactions.

In turn, wholesale CBDC, like bank reserves, will only be available to financial institutions that
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have an account with the Central Bank and are eligible counterparties of monetary policy,
and may be used to settle interbank payment transactions and large-amount transactions,
including cross-border transactions.

The provision of CBDC to economic agents may be made directly: through payment
accounts held with the Central Bank, or indirectly: through credit institutions and other
financial institutions.

The infrastructure for registering transactions in CBDC may be account-based or value-
based. In the first case, all CBDC users have a dedicated digital account and the Central
Bank controls and records all transactions made (anonymity is not allowed). In the second
case, the amount of each transaction is public, but the identity of the agents is encrypted
(there is anonymity), which is very similar to cash.

In the case of retail CBDC, combining the type of access with the type of payment
infrastructure, we have the following options:

Infrastructure/Access

Direct

Indirect

Value-based

Economic agents have direct access (account with
the Central Bank) to CBDC and the payment
infrastructure is value-based (anonymity of
stakeholders is allowed).

Economic agents have indirect access (dedicated
digital accounts with commercial banks) to CBDC
and the payment infrastructure is value-based

Account-based

Economic agents have direct access to the CBDC
and the payment infrastructure is account-based.
That is, all transactions have records and the
identity of the stakeholders is known.

Economic agents have indirect access to the
CBDC and the payment infrastructure is account-
based, so the identity of the stakeholders is

(anonymity of stakeholders is allowed). known.

Source: BCV

If economic agents are to have direct access to the CBDC, such an option will imply that all
economic agents have access to the Central Bank’s balance sheet, unlike the current reality,
where only financial institutions (especially credit institutions and monetary policy
counterparts) have this privilege. The common database (ledger) would be decentralized,
accessible to countless users.

Also in this context, each transaction would represent a block which, after being validated by
network users, would be added to identical ones, becoming part of the ledger, immutably and
permanently. It is an option that requires greater resilience and soundness of the payment
infrastructures that support the transactions. Therefore, access to the network must be
through authorization (permissioned) and consensus is assured by the Central Bank.

CBDC could increase the level of efficiency and security of payments, both retail and
wholesale.

In the case of retail, CBDC is expected to lead to a reduction in the use of cash, which will
contribute to greater micropayment efficiency, a reduction in the cost of issuing, transporting
and sanitizing physical money, more financial inclusion, and greater traceability of
transactions, thus avoiding the informality of the economy, tax evasion and other illicit
practices.

In large-amount and interbank payments, CBDC could to introduce faster payment order
processing [(almost) in real time transactions] and extend the settlement time. Such
development may result in greater liquidity savings (less need for collateralization) and less
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exposure of participants to credit risk.

However, no less important are the challenges that the issuance and use of CBDC pose to
authorities, especially at this early stage in the development of the technology on which it is
based. Let us highlight some of them.

For starters, cyber security is one of the major operational challenges of implementing
CBDC. A central digital system will always be a preferred target for attacks orchestrated by
hackers?, thus requiring increased security and surveillance.

There is also a concern that currency digitization may aggravate systemic fears, facilitate
adverse shocks and thus compromise financial stability. Here the main risk may result from a
greater propensity to convert bank deposits to CBDC, especially in contexts of distrust in the
system.

Whether or not to allow transactions to remain anonymous creates a trade-off between the
privacy of users and the legality of transactions. Therefore, ensuring that funds are not being
channeled into illegal activities, without jeopardizing users' privacy, is another major
challenge.

Finally, although central banks must pay attention to the current digital trend, creating a
CBDC could have the adverse effect of increasing people's interest in alternative solutions
(cryptocurrencies or even private electronic currencies). In this context, if the Central Bank
lost control of monetary issue to a private operator, it would no longer be able to implement
its monetary policy, resulting in practically unpredictable consequences for the real sector of
the economy.

In summary, the rapid development of digital money transfer solutions and the spread of
mobile technology are driving digital payments. Central banks have been following this trend
and there is already talk of a possible issue of CBDC. Although the technology for this
already exists, studies conducted indicate that it is still at an early stage of development. In
addition, despite the countless advantages identified, the challenges require greater
consideration by the authorities when making a decision regarding the issuance of a CBDC.

Sources and bibliographic references:

BIS (2018). “Central bank digital currencies”. Committee On Payment and Market Infrastructures — Markets
Committee, March 2018.

Mancini-Griffoli, T. et al. (2018). “Casting Light on Central Bank Digital Currency”. IMF Staff Discussion Note,
November 2018.

Rosalino, H. (2018). “Central Bank Digital Currency (MDBC): Impact on central bank functions”. 6™ Issuance and
Treasury Meeting of the Central Banks of Portuguese Speaking Countries ”, City of Praia, 24 September.

Shirai, S. (2019). “Money and Central Bank Digital Currency”. ABI Working Papers Series n. © 922, February 2019.
Ward, O. and Rochemont, S. (2019). “Understanding Central Bank Digital Currencies (CBDC)". Institute and Faculty
of Actuaries, March 2019

Websites to visit:

https://www.bankofcanada.ca/

https://www.bis.org/

https://imf.org/
https://www.ecb.europa.eu/

% A person especiaized in computers and programming who exploits security holes in computer systems and networks
aiming at some illicit benefits.
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2.1.2. Check

Checks were used in 1,080,108 payment transactions, which totaled CVE 192.6005
billion (Table II.1). In comparison with the previous year, there was a decrease in the use of this
instrument, both in value (0.7%) and in volume (15.2%).

In terms of the processed volume, the decrease was mainly due to the 19.9% decrease in
checks paid at the branches of credit institutions. As for processed values, despite the 4.7%
growth in checks submitted for clearing, the 3.8% decrease in checks that were drawn on the
institution itself (paid at branches) was decisive.

On average, the number of daily checks processed by the banking system went from
5,074 checks, worth CVE 772.4 million, in 2018, to 4,302 checks, worth CVE 767.3 million, in
2019. That is, on each day of 2019, 771 less checks and CVE 5.0 million less were processed,
on average, compared to 2018.

Each processed check had an average value of CVE 178,316, which corresponds to a
17.1% growth compared to 2018 (CVE 152,226). The average value of each check processed
via clearing was CVE 243,954 (2018: CVE 232,287). This value was CVE 152,478 (2018: CVE
126,908).

Graph 1l. 5 - Developments in checks
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Economic agents continue to increasingly use electronic payment instruments (payment
cards and transfers), given their convenience, security and speed. Checks remain the least
widely used payment instrument in Cabo Verde.

Through these three payment instruments, 30,509,518 transactions were made in 2019,
but checks accounted for only 3.5% of the total. However, in terms of value, the weight of
checks remains very significant, accounting for 33.6% of the CVE 573.5929 million processed in
the banking system through these instruments (Table 11.1).

Cabo Verdean Payment System Report - 2019 59



Banco de Cabo Verde

Even with a low interbank level, checks paid at branches accounted for 61.4% of checks
issued in 2019, compared to those processed through interbank clearing (Graph 11.6).

Graph II. 6 - Cleared checks and checks from Cl branches (in value)
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As in previous years, the majority of checks processed by the banking system (64.2% of
the 1,080,108 checks processed) were in the up to CVE 50,000 range (Graph 11.7). However, in
terms of value, its weight was only 7.8% (CVE 14.9297 billion).

The second bracket, which covers checks between CVE 50,000 and CVE 500,000, had a
greater balance between the volume (33.9%) and value (63.5%) processed. As for the third
bracket, from CVE 500,000 to CVE 10 million, although it contributed only 1.9% of the total
volume of checks processed, in terms of value, its weight was considerable (18.8%).

Graph II. 7 - Weight of checks paid per value bracket
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Also noteworthy is the next to last bracket (CVE 10 million to CVE 500 million) with a

residual contribution in terms of volume (0.1%), but accounting for 9.6% (CVE 18.5222 billion)
of the value processed in 2019.

With regard to returns (Table 11.3), 4,502 of the checks processed by the banking
system in 2019, worth CVE 1.7428 billion, were returned. There was a 2% increase in volume
and a 35.3% decrease in value compared to the previous year.

On average, 375 checks, worth CVE 145.2 million, were returned every month, an
increase of 8 checks and a reduction of CVE 79.2 million, compared to 2018. Each check
returned in the banking system had an average value of CVE 387,124.

Table Il. 3 - Returned checks

Volume: units. Value: million escudos.

2018 2019
Volume Value Volume Value
Clearing 3683 1175,5 4020 1619,5
Branch 729 1518,2 482 123,3
Total 4412 2693,7 4502 1742,8
Monthly Average 368 224,5 375 145,2

Source: Banco de Cabo Verde and Credit Institutions.

Accounting for 38.9% (1,729 checks) of returned checks, lack of or insufficient funds
remains the main reason for returns in 2019.

In the remaining 2,773 checks (61.6% of the total returned), the returns were due to other
reasons, such as lack of key requirement and irregular endorsement.
Graph Il. 8 - Weight of returned checks per reason for return
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It should also be noted that, compared to 2018, the other reasons for check returns
grew by 15.6% in 2019, while the reason “lack of or insufficient funds” decreased by 21.8%.
This led to a 7.2% reduction in the contribution of “lack of or insufficient funds” in total returned

checks, which can also be viewed as the result of better compliance with the rules regarding
restrictions on the use of checks.
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Table Il. 4 - Total checks submitted and returned

Volume: units. Value: million escudos.

2018 2019
Volume Value Volume Value
Total Checks 1273554 193 867,6 1080108 192 600,5
Total returns 4412 2693,7 4502 1742,8
Checks returned / checks submitted (%) 0,3 1,4 0,4 0,9

Source: Banco de Cabo Verde and Credit Institutions.

Although returned checks had a slight increase in volume (2.0%), their weight (in both
volume and value) in total checks processed by the banking system remained low and stable,
compared to 2018 (Table 11.4), which leads one to conclude that the check has preserved its
credibility as a payment instrument.

2.1.3. Transfers
Bank transfers continue to grow in Cabo Verde, ranking as the second most widely used
payment instrument by Cabo Verdeans to make payment transactions.

Throughout 2019, the banking system processed a total of 2,403,660 transfers (intra and
interbank), worth CVE 277.3186 billion. Compared to 2018, there were increases of 2.9% in
volume and 0.9% in value. This performance was the result of a positive contribution from
interbank transfers, which grew by 10.2% in volume and 13.1% in value. Intrabank transfers, in
turn, maintained a downward trend, with decreases of 0.1% in volume and 11.9% in value.

Graph Il. 9 - Domestic transfers
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In terms of volume, intrabank transfers stand out, with 69.2% of total transfers processed,
while interbank transfers are predominant in value, accounting for 57.3% of the total value
processed by the banking system.

Daily, there was an average of 2,952 interbank transfers (2018: 2,679), worth CVE 632.6
million (2018: 559.1 million). The average value of each interbank transfer grew by 2.7%,
increasing from CVE 209,000 in 2018 to CVE 214,000 in 2019.
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On average, there were 6,624 intrabank transfers (2018: 6,631), worth CVE 472.3 million
(2018: 536.3 million), per day. The average value of each intrabank transfer maintained the
downward trend of the previous year, going from CVE 81,000 in 2018 to CVE 71,000 in 2019,
an 11.8% decrease compared to 2018.

In terms of interbank clearing, 1,005 transfers, worth CVE 84.5 million, were returned,
which, compared to the previous year, represents increases of 86.1% in volume and 8.3% in
value.

Compared to the total transfers processed during 2019, as in previous years, returns had
a residual weight, both in volume (0.04%) and value (0.03%).
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Text Box 9 — Evolution of payment card technology

Means of payment have kept up with economic development in different eras and
civilizations. There is a great history, from the first human groups, who used direct exchange
to purchase products and services, to today, with different electronic means of payment, like
cards, being used.

The history of payment cards dates back to the 19" century, according to historical records,
and their use was first depicted in 1888, in the fictional book “Looking Backward,” written by
the American writer Eduard Bellamy?6.

Around 1920, fiction began to become a reality, when in the United States of America (US)
private companies, especially hotel chains and oil companies, started issuing cards to allow
their customers to buy on credit at their establishments?’. By showing a small metal card
bearing the name of the establishment and the customer's identification, it was possible for
the holder to make a payment at the issuing establishment without using cash.

During the Great Depression and World War Il, there was a sharp reduction in the expansion
of cards in the US?8. With the “American economic
miracle,” in 1950 the first cards that could be used at
several different types of establishments were launched by
“Diners Club.” Initially, the cards were made of cardboard
and only in 1955 did they begin to use plastic.

Primeira versao do cartdo
*Dinners Club” em 1950

It was also in the US, in 1958, that the American Express
Company launched a card that gave its holders the option
to pay their debt in installments. ItS success was “wxiees June 30, 1931
immediate and the card became the best known in the US.
Other banks quickly joined this system, which gained
international reach?®. The advancement of technology then
enabled new features associated with the card, the first of
which was withdrawing banknotes at ATMs, which quickly became popular.

Fonte:
http://vwanpaybrasil.com.br/etc
/abre_artige.php?id=1

In the 1970s, the use of cards with magnetic strips (a data recording technology) was
standardized, allowing establishments to check transactions electronically. With this advent it
was possible to substantially reduce the time spent on a transaction.

Payment card networks globalized in the 1980s and cards began to be used in conjunction
with a secret code (PIN) to make transactions at Points of Sale (POS).

Later, in the early 1990s, cards with chips (electronic additional security device), also called

%6 source: Book “O Dinheiro de Plastico - Cartdes de Crédito e de Débito” - by Adelino Lopes Aguiar (1990).

27 Although the closest version of the payment cards used today originated in the US, there are those who say that
cards began being used as a means of payment in the early 20" century by popular warehouses in northern
Europe/England, who used to issue vouchers to workers, for them to buy goods until they received their wages. See " O
Dinheiro de Plastico - Cartdes de Crédito e de Débito."

28 Source: Banco de Cabo Verde Book No. 1 - Bank Cards;

29 Source: https://africa.visa.com/about-visa/our_business/history-of-visa.html

% In 1967, the first ATM started operating at a bank branch in  London. See
https://lwww.ecommercebrasil.com.br/artigos/evolucao-dos-meios-de-pagamento-da-pre-historia-internet-das-coisas/
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Smart cards, appeared. Magnetic stripe cards were hugely successful, but the technology
was especially vulnerable to cloning and, as a result, the number of fraud cases increased.
The chip added the ability to store and process information, protected by cryptographic
protocols at the POS, which made transactions considerably more secure.

Payment cards go hand in hand with advances in technology. New trends for payment cards
are currently being tested and implemented all over the world, such as:

Cards with contactless technology — These allow payments to be made via POS without
entering the card PIN. Cards and POS prepared for making contactless payments are
identified with a symbol3!. For security, there are limits to the maximum amount of each
contactless payment and the overall amount of successive transactions that can be made
without entering the PIN.

Virtual cards - These cards are associated with a debit, credit or prepaid card, but are not
physical cards themselves. They are usually used to make purchases online or on mobile
devices, allowing payments to be made without the need to insert the information of the
physical card associated with them. Generally, virtual cards are issued with specific usage
limits, such as a reduced expiration date or maximum transaction amounts32.

Simhole do Biometric payment cards - Biometrics in the context of payments consists
Contactless in reading the fingerprint to confirm a transaction. Biometrics are

performed using both the card and the customer's fingerprint, with the
]})) cardholder's fingerprint pattern being compared with the data recorded on

the card. The idea, initially, is that reading biometrics will replace the use of
passwords.

In Cabo Verde, payment cards have been a reality since 1999, when the Vinti4 card was
created. It allows its holder to take advantage of numerous services available at ATMs, POS,
mobile phones and the internet. The importance of payment cards in people's lives is
indicated by the payment records in Cabo Verde in recent years, with cards being the
preferred means of payment for consumers, accounting for 88.6% of transactions made in
2019 (higher than in previous years, where there was an increase in each year, except for the
period between 2012 and 2013, when there was a 0.5% decrease?3).

It is foreseeable that cards as a means of payment will continue to evolve, with an impact on
Cabo Verde, making it possible to make transactions and check financial data with greater
security, convenience, simplicity and speed. Bear in mind that, with technological advances,
challenges arise, especially with regard to cyber security. Hence the need for investments in
online payment infrastructures and channels, and following new trends in means of payment
also requires investments in technologies they adapt to.

31 Source: https://www.todoscontam.pt/pt-pt/cartoes-contactless
32 Source: https://www.equals.com.br/meios-de-pagamento-online-que-sao-tendencia/
33 Source: https://www.vinti4.cv/cards.aspx; RSPCV from 2010 to 2018
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2.1.4. Payment cards

In recent years, with the progressive transformation in the way Cabo Verdeans make
payments, their preference for electronic payment instruments, like payment cards (debit, credit
and prepaid), over classic, paper-based instruments, has become increasingly visible.

Graph II. 10 - Annual developments in cards produced and in circulation
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The number of active cards on the vinti4 network totaled 268,251 at the end of 2019,
representing an 8.8% increase compared to the same period in 2018 (246,611 active cards).
The payment cards produced by Interbank and Payment Systems Company (SISP) totaled
132,868, of which 66,012 (49.7%) were new issues and 66,856 (50.3%) renewals.
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Graph Il. 11 - Payment card production
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Note also the growth (9.2%) in the production of cards throughout 2019, restoring the
trend of previous years, which had been changed in 2018.

Payment card users made 27,025,750 payment transactions, worth CVE 103.6738 billion,
on the vinti4 network. There were increases of 11.5% in value and 12.2% in volume compared

to the previous year.

Table Il. 5 - Use of cards in transactions involving movement of funds

Volume: units. Value: million escudos.
2018 2019 Change %

Volume Value Volume Value Volume Value

Vinti4 card 23137462 81890,1 25809 219 90440,1 11,5 10,4

ATM 7335521 39501,7 7 824208 42217,9 6,7 6,9

Withdrawals 6876073 35897,3 7340233 38258,3 6,8 6,6
Transfers 72412 2312,8 101435 3122,0 40,1 35,0
Services payments 34105 1068,1 33262 593,3 -2,5 -44,5

Minutes added to mobile pt 352931 223,5 349278 244,4 -1,0 9,3
POS 15721530 42 276,4 17921986 48 143,6 14,0 13,9
Payments 15594950 41528,5 17725915 46 364,6 13,7 11,6
Minutes added to mobile pt 56 826 22,7 104715 45,2 84,3 99,0
Services payments 69754 725,2 91356 1733,7 31,0 139,1
Other Channels 80411 112,0 63025 78,6 -21,6 -29,8
Transfers 1776 28,7 2002 33,8 12,7 17,6
Services payments 1414 54,0 630 19,9 -55,4 -63,1
Minutes added to mobile pt 77221 29,2 60393 24,9 -21,8 -14,9
International cards 941519 11058,2 1216531 13 233,7 29,2 19,7
Withdrawals at ATMs 442338 5512,2 489007 6108,9 10,6 10,8
Payments at POS 499181 5546,0 727524 7124,8 45,7 28,5
Total 24078981 92948,3 27 025750 103673,8 12,2 11,5

Source: SISP.

Cards produced by SISP accounted for 95.5% of the volume and 87.2% of the value of
total transactions involving the movement of funds on the vinti4 network, whereas international
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cards accounted for 4.5% and 12.8%, respectively, of the volume and value of said
transactions.

Note also that, on average, 1 out of every 5 transactions made with a payment card (such
as balance, transactions and bank identification number inquiries; check requests; and joining
and leaving the televinti4 service) did not involve the movement of funds between economic
agents.

The average number of transactions made by each active payment card at ATMs (53)
remained unchanged compared to 2018, while at POS it grew by 4.3% (2019: 74; 2018: 71).

As in recent years, the average daily number of transactions made on the vinti4 network
using a payment card grew by 12.2% in volume and 11.5% in value. There were 74,043 daily
transactions, worth CVE 284.0 million.

Graph Il. 12 - Developments in the average value carried out on the Vinti4 network
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The average value per transaction on the vinti4 network, in 2019, was CVE 3,836, with
the downward trend of the last five years remaining unchanged. The slightly higher growth in
volumes compared to processed values was decisive for this trend (Graph 11.12).

There were 25,809,219 transactions using national cards on the vinti4 network, worth
CVE 90.4401 billion. International cards made 1,216,531 transactions, worth CVE 13.2337
billion.

Even though the weight of international card transactions on the vinti4 network is clearly
small (volume: 4.5%; value: 12.8%), it is worth noting the significant increase seen in
transactions using these cards, compared to the previous year, both in volume (29.2%) and in
value (19.7%). Bearing in mind that Cabo Verde has been positioning itself more and more as a

Cabo Verdean Payment System Report - 2019 68



Volume

Banco de Cabo Verde

tourist destination, with international recognition, this performance of international card use in
the country is a clear reflection of this growing demand34,

There were 489,007 withdrawals at ATMs, worth CVE 6.1089 billion, and 727,524
transactions at POS, worth CVE 7.1248 billion, using international cards. Thus, the previous
year's trend remained unchanged, with transactions made at POS exceeding those made at
ATMs, both in volume and value.

Among nationals, the preference for cards in transactions involving the movement of
funds on the vinti4 network was quite evident in 2019. This instrument accounted for 95.5% and
87.2%, respectively, of the volume and value transacted on this payment network.

At POS, payment card purchases remained the most common transaction on the vinti4
network, with a weight of 98.9% in volume and 96.8% in value. Compared to the previous year,
there were increases of 14.7% in volume and 13.6% in value in purchases made at POS.

Residents and foreigners holding cards accepted on the vinti4 network made an average
of 50,557 daily purchases at POS, worth CVE 146.5 million. In total, 18,453,439 purchases
were made at POS, worth CVE 53.4894 billion, with a weight of 68.3% of the volume and 51.6%
of the total value of transactions involving the movement of funds.

Graph 1l. 13 - Developments in ATM cash withdrawals and in POS payments
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Cash withdrawals at ATMs were the second most frequent transaction made on the vinti4
network, with a weight of 29.0% and 42.8%, respectively, of the volume processed and value

Daily, ATMs contributed an average of CVE 121.6 million to the circulation of cash,
through 21,450 withdrawals.

Over the last five years (Graph 11.13), payments at POS grew on average by 22.4% in

volume and 18.2% in value, while withdrawals at ATMs grew by an average of 7.5% in volume
and 8% in value. Cabo Verdeans are also progressively using payment cards to buy goods and
services.

34 There were 819,308 foreign guests in the country in 2019, 7.0% more than in 2018: in INE (2019) Tourism Statistics -
Guest Movement in 2019.
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The “adding minutes to mobile phones” feature (Graph 11.14) had the smallest weight in
value (0.3%) in 2019, despite enjoying a 5.6% increase in volume and 14.1% in value compared
to the previous year. Overall, in 2019, card users made 514,386 transactions involving “adding
minutes to mobile phones” on the vinti4 network, worth CVE 314.5 million.

The vast majority of transactions involving “adding minutes to mobile phones” were made
on ATMs, which had a total of 349,278 (67.9%), worth CVE 244.4 million (77.7%), showing a
growth of 9.3% in value, despite the fact that the volume decreased by 1.0%, compared to the
previous year.

The other channels (POS, Televinti4 and vinti4net) saw a total of 165,108 transactions
involving “adding minutes to mobile phones” (32.1%), worth CVE 70.1 million (22.3%), which
reflects an increase in both volume (23.2%) and value (34.9%), compared to the previous year.
The daily average grew by 5.6% in volume and 14.1% in value, compared to 2018, reaching a
total of 1,409 transactions, worth CVE 0.9 million.

Note also the continued growth in the average value of transactions involving “adding
minutes to mobile phones,” which increased from CVE 566 in 2018 to CVE 611 in 2019.

In terms of bank transfers, 103,437 transactions, worth CVE 3.1558 billion, were made
using a payment card, which shows an increase of 39.4% in volume and 34.8% in value,
compared to the previous period. Within this feature, we highlight ATMs, which processed
98.1% of all transfers and 98.9% of the value transferred using a payment card.

The trend of the past few years was maintained, with bank transfers recording the highest
average value per transaction on the vinti4 network (CVE 30,509), despite its small weight in
total transactions using a card (3.0%).

Graph Il. 14 - Use of cards in transactions involving movement of funds (value)
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Service payments had growths of 0.5% in volume and 2.3% in value, compared to 2018.
There were 125,248 service payments with cards, worth CVE 2.3469 billion.
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This feature was the most used at POS (volume: 72.9%; value: 73.9%), where it also
grew by 31% in volume and 139.1% in value. In the other channels (ATM, Televinti4 and
Vinti4net) the use of service payments continues to decrease both in terms of volume (4.6%)
and value (45.4%).

As in the previous year, service payments were once again the second most popular
feature in terms of average value per transaction (CVE 18,738), with an annual growth of 6.8%.

In 2019, transactions involving the movement of funds made with national cards grew by
11.5% in volume and 10.4% in value. There were 2,671,757 more payment transactions, worth
CVE 8.55 hillion, than the previous year.

All features available for the national card enjoyed growth compared to the previous year.
However, “transfers” had the highest growth, both in volume (39.4%) and in value (34.8%).
Transactions involving “adding minutes to mobile phones” saw the lowest growth in volume (5.6
%), while withdrawals had the lowest growth in value (6.6%).

Graph II. 15 - Transactions involving movement of funds made using a national card
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Breaking down service payments by sector, “payments to the Government” accounted for
77.7% and 93.1%, respectively, of the volume and value processed in 2019. With a share of
18.3%, “electricity and water service” ranked second in terms of weight, both in volume (18.3%)
and in value (5.1%). A total of 3,702 “telecommunications payments” (3.0%) were made, worth
CVE 13.5 million (0.6%).

Travel ticket purchases and insurance payments are the other two service payments
currently available on the vinti4 network. Thus, during 2019, there were 453 travel ticket
purchases (0.4%), worth CVE 19.9 million (0.9%), and 920 insurance payments (0.7%), worth
CVE 9.1 million (0.4%).
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Graph Il. 16 - Services payments per sector
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Travel ticket purchases decreased by 77.5% in volume and 78.4% in value, thus
maintaining the downward trend of recent years. In terms of proportion, they account for 0.1% of
the volume and 0.8% of the total value processed. The number of companies registered with
SISP for service payments increased by 74 in 2019, standing at 253.

In the insurance sector, the proportion of payments made relative to the total processed
remained virtually unchanged, compared to 2018, both in volume (0.4%) and in value (0.8%). In
all, payment card users made 1,777 insurance payments, worth CVE 19.3 million, in 2019.

With a total of 12,761,311 transactions, worth CVE 31.2266 billion, trade continues to be
the sector with the biggest weight, both in volume (72.2%) and in value (67.8%), in payments
made with a national card at POS. However, compared to the previous year, there was a slight
decrease in the proportion of these payments in the total processed (volume: -1.9%; value: -

1.5%).
Graph II. 17 - POS payments using a national card per field of activity
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Also noteworthy are catering, with 2,618,841 transactions (14.8%), worth CVE 2.4499
billion (5.3%), and service payments, with a total of 1,715,780 transactions (9.7%), worth CVE
7.892 billion (17.1%).

The three most popular fields of activity had average payment values of CVE 4,600
(trade), CVE 2,447 (services) and CVE 936 (catering), which, compared to the same period in
the previous year, translates into decreases of 1.4 %, 2.6% and 15.4%, respectively. Note also
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that, as in the previous year, services showed an average value per transaction that was higher
than the overall average value on the vinti4 network (3,836).

The other fields of activity®®> had 571,994 transactions (3.2%), worth CVE 4.4956 billion
(9.8%), which shows increases of 13.0% in volume and 11.0% in value, compared to the
previous year.

The supremacy of the national card over international cards in payments made at POS
over the last five years (Graph 11.18) is evident.

In 2019, the value of national card payments made at POS was seven times higher than
payments made with an international card on the same channel. However, the average value
paid with international cards (10,878) is three times the overall average value paid with the
national card (3.504).

Graph Il. 18 - POS payments per card type
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The use of international cards at POS was more prevalent in services, hotels, trade,
travel agencies and catering, which together accounted for 601,912 payment transactions
(83.4% of the total), worth CVE 6.0754 billion (87.5% of the total).

With a weight of 27.2% in volume (195,094 transactions) and 46.6% in value (CVE
3.2388 billion), the hospitality sector continued to rank first in terms of international card
payments at POS.

Tourism, whose growth has been significant in recent years, is positively correlated with
the weight of the hospitality sector in total transactions made with an international card at POS,
so much so that the two most touristy islands3¢, Sal and Boa Vista, accounted for 79.2% of the
volume and 77.7% of the value transacted with this type of card at POS.

35 Namely, hotels, public services, transportation, travel agencies, car rental, duty free, games and organization.
36 INE (2019), Tourism Statistics — Guest Movement in 2019. The islands of Sal and Boa Vista account for 74.9% of the
national tourist demand.
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With a total of 144,336 payment transactions, worth CVE 649.8 million, trade ranks as the
second field of activity with the most transactions made with an international card at POS, with a
proportion of 20.1% in volume (9.4% in value).

Catering ranks third, accounting for 18.2% of the volume, corresponding to 130,900
payments, worth CVE 504.2 million (7.3%).

Although travel agencies recorded a proportion of only 7.7% in volume, with a total of
55,399 transactions, worth CVE 1.0668 billion, they ranked second in terms of value transacted
with an international card at POS, with a weight of 15.4%.

In the other fields of activity, there were 115,605 payments, worth CVE 871.9 million.

Graph Il. 19 - POS payments using international cards per field of activity
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The continuous technological investment made in payment infrastructures, as well as
the implementation of international best practices, has had a direct impact on the successful
use of payment cards by non-residents in Cabo Verde.

In 2019, non-residents made a total of 1,250,435 transactions on the vinti4 network. Of
these, 1,216,531 transactions moved funds worth CVE 13.2337 billion, having increased by
29.2% in volume (+275,102 payments) and 19.1% in value (+CVE 2.1755 billion), compared to
the previous year. There were also 33,904 balance check transactions with an international card
on the vinti4 network.

Payment cards produced by SISP made 455,208 payment transactions abroad. This
total includes 11,522 transactions that did not involve any movement of funds. The remaining
443,686 transactions made by residents abroad resulted in the movement of CVE 2.9676
billion, which, compared to the previous year, represents growths of 26.5% in volume and
19.1% in value.

In 2019, the transactions made by non-residents in the country (Graph 11.20), both in
volume (73.3%) and in value (81.7%), remained considerably higher than those made by
residents abroad (26.7% in volume and 18.3% in value), and, compared to 2018, there was a
slight increase in the relative weight of such transactions (0.4% in volume and 0.1% in value).

This reality is explained, on the one hand, by the fact that Cabo Verde is a tourist
country and, on the other hand, by the costs inherent in card transactions abroad, which are still
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high, leading most Cabo Verdeans to prefer bringing foreign currency in kind to make payments
abroad, instead of using international cards.

Graph Il. 20 - Use of international cards by residents abroad and non-residents in the
country
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Table 11.6 shows how residents used their international cards (VISA and MasterCard) in
transactions both outside and in the country.

International cards made 455,208 transactions abroad, worth CVE 2.9676 billion, while
in the country there were 50,673 transactions, worth CVE 253.5 million.

Compared to 2018, there were increases of 26.5% in volume and 19.1% in value in
transactions by residents abroad, while transactions by residents in the country enjoyed a

significant increase in volume (65.2%) and a 0.7% decrease in value.

With regard to the average value of transactions, each transaction made by nationals
stood at CVE 5,003 in the country and CVE 6,519 abroad.

Table Il. 6 - Transactions made by nationals using an international card in the country

and abroad
Volume: units. Value: million escudos.
Visa Mastercard
Volume Value Volume Value
486 465 3028,4 19416 192,7
In the country 50668 253,2 5 0,3
Abroad 435797 2775,2 19411 192,4
Weight (%)
Inthe country 10,4 8,4 0,0 0,2
Abroad 89,6 91,6 100,0 99,8

Source: SISP.

An analysis by type of transaction shows that withdrawals made by residents abroad
(13,733) were higher than those made by non-residents in the country (12,493). This trend is
reversed when analyzing payments, with the average value of payments made in the country by
non-residents (CVE 9,793) being higher than that made by residents when traveling outside
Cabo Verde (CVE 4,693).
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Graph Il. 21 - Withdrawals using an international card by residents in the country and

abroad
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Withdrawals made by nationals abroad were clearly higher (Graph 11.21), both in volume
and in value, than those made in the country using international cards. Cabo Verdeans made a
total of 87,557 withdrawals abroad, worth CVE 1.2027 billion, while their withdrawals in the
country totaled 44,473, worth CVE 212.0 million.

In 2019, residents in Cabo Verde made 379,099 payments, worth CVE 1.7919 billion
(Graph 11.22), using international cards.

Graph Il. 22 - Payments using an international card by residents in the country and
abroad
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The majority of these payments were made when traveling abroad, totaling 372,899
payments, worth CVE 1.7499 billion, thus being higher, both in volume (98.4%) and in value
(97.7%) than payments made by residents in the country. The latter had a residual weight of
only 1.6% and 2.3% in volume and value, respectively, referring to 6,200 payments, worth CVE
42.0 million.
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Graph Il. 23 - Vinti4 network transactions made using international cards
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Graph 11.23 shows a clear relationship between the movement of tourists in Cabo Verde
and the number of withdrawals at ATMs and payments at POS using an international card on
the vinti4 network.

In 2019, transactions made with an international card were CVE 2.1755 billion higher
than the previous year, reflecting an increase of 19.7%.

With regard to monthly payments at POS and withdrawals at ATMs using an international
card, in 2019 there was growth throughout the year and, similarly to the previous year, with a
greater emphasis on December, November and January, in that order, clearly influenced by the
large influx of tourists in the country in those months.

The month with the highest volume of transactions, both in number and in value (139,281
transactions, worth CVE 1.4742 billion), at POS and at ATMs, was December, also similarly to
the previous year.

Transactions made with cards issued on the European continent had the biggest weight
in the total transacted in the country (Graph 11.22). This distribution converges with the official
data published by the competent national entity, particularly on the main markets sending
tourists to Cabo Verde?".

Thus, and following the trend in tourist influx by country, a breakdown of transactions (in
volume) with international cards by issuing country (Graph 11.24) shows that transactions made
with cards issued by the United Kingdom have the biggest weight (16.9%).

37 United Kingdom with 24.0% of total arrivals; followed by Germany with 11.3%; France with 10.4%; and Netherlands
and Portugal both with 9.8%, in INE (2019), Tourism Statistics - Guest Movement in 2019.
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Graph II. 24 - Transactions made using an international card, by issuing country
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France ranks second, with 14.0% of transactions, followed by the Netherlands with 9.5%,
the United States of America with 9.0% (even though it is not one of the main tourist source
markets for Cabo Verde) and Portugal with 8.6%.

An analysis of Graph 11.25 indicates that France and the Netherlands have the biggest
weight in total ATM withdrawals, standing at 16.7% and 12.5%, respectively, whereas the
United Kingdom ranks first in terms of POS payments, with a weight of 23.3% of the total
processed, followed by France with 11.6%.

Regarding the average value per transaction, each withdrawal made with an international
card stood at CVE 12,493 and each payment transaction was worth CVE 9,793.

Graph Il. 25 - Withdrawals and payments, using an international card, by issuing country
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The frequency of international card use in 2019, when analyzed by island, shows a
notable relationship with each one’s propensity for tourism. That is, the higher the arrival rate,
the higher the values transacted.
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Graph Il. 26 - International card use per island
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As a result, data on international card transactions by island show the clear superiority of
the traditionally more touristy islands, namely: Sal, both in volume (50.4%) and in value
(49.1%), followed by Santiago (19.5% in volume and 20.9% in value), Boa Vista (14.0% in
volume and 12.1% in value), and S&o Vicente (11.0% in volume and 11.5% in value), with the
other islands, together, accounting for 5.1% of the volume and 6.4% of the total value
transacted in the year.

Cash-advance?® is a feature of international cards that allows cardholders to make cash
withdrawals at branches of credit institutions. This feature has been decreasing in recent years,
with a total of 1,073 transactions in 2019, worth CVE 8.1 million (CVE 74.7 million less than in
2018). There was a sharp decrease in volume (40.2%) and in value (90.2%) compared to 2018.

These figures are related to the modernization and development of payment
infrastructures in Cabo Verde and the globalization of payments, making it possible to use
international cards on the vinti4 network terminals (POS and ATM) for both withdrawals and
payments, which makes cash-advance unnecessary, with savings in terms of fees and charges
associated with its use.

38 Acceptance of international cards through agreements between national credit institutions and operators and foreign
entities. When used for cash advances, international cards are subject to the payment of a fee to cover the charges of
connecting to the network to which the international card belongs.
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Graph Il. 27 - Cash advances and international cards
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The weight of payment card transactions in the national economy continues to be
predominant in 2019, following the trend of recent years, and this can be attested when
comparing the weight of the total value transacted with the national card in relation to the
country's GDP?39,

In 2019, payment cards (hational and international) transacted the equivalent to 53.1%
of GDP at current prices, which represents an increase of 2.3% compared to the previous year.
Graph 11.28 attests to the positive developments in card transactions relative to GDP in the last
5 years.

Graph Il. 28 - Developments in value transacted using cards/GDP
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The value of overall transactions processed on the vinti4 network can be considered an
indicator of developments in private consumption in Cabo Verde, as well as of GDP. Between

39 Banco de Cabo Verde data - Statistics and Economic Studies Department.
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2015 and 2019, the value of transactions processed on the vinti4 network showed a correlation
coefficient of 1.0 (perfectly positive correlation), respectively with GDP at current prices and
private consumption.

Graph Il. 29 - Developments in the growth rates in the number of ATM and POS terminals,
value transacted using cards, GDP and private consumption
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The growth of electronic commerce in Cabo Verde and in the world is mainly due to the
benefits associated with it. For consumers, it offers more convenient and efficient shopping,
offers a wider range of choices, at lower prices and with highly personalized services. With
regard to companies, it allows lower costs to reach a larger market, open twenty-four hours a
day, new distribution methods, direct contact with customers, more information about
consumers and personalized marketing.

Following this trend, in 2019, there was an increase in online shopping in Cabo Verde
(383.3% in volume and 52.4% in value) compared to the previous year. Overall, online purchases
reached 67,779 transactions, worth CVE 476.2 million (Graph 11.30). Despite the positive
developments in this feature, it continues to have a minor weight in total card purchases (0.4%
in volume and 0.9% in value).

As at 31 December 2019, 150 online sales entities from various sectors were registered
with SISP. Only 34 of them made transactions during the year.

Graph II. 30 - Monthly developments in online purchases
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Source: Banco de Cabo Verde and SISP

As for payment for online purchases, by type of card (Graph I1.31), similarly to 2018, the
vinti4 card was the most widely used payment instrument, with 62.8% of the total value of
purchases during 2019.

There were 57,803 online purchases with a vinti4 card, in Cabo Verde, worth CVE 298.9
million, representing growths of 30.7% in volume and 47.6% in value, compared to the previous
year.

International card payments totaled 9,976 transactions (an increase of 44.5% compared
to 2018), worth CVE 177.3 million, representing an increase of 59.4%, compared to the

previous year.

Graph II. 31 - Paid online purchases by card type
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Breaking down online purchases by sector (Graph 11.32), we see that, in terms of volume,
the Telecommunications sector made the largest volume of transactions, with 30,755. The
Hotels and Travel sector ranked second (21,637 transactions), followed by Goods and Services,
with 9,787 transactions.

An analysis of the amounts transacted shows a change in the order. The highest value of
online purchases is concentrated in the Hotels and Travel sector (CVE 406.0 million), followed
by Goods and Services (CVE 31.1 million) and Payments to the Government (CVE 23.4 million).
Telecommunications, which leads in terms of the number of transactions, comes in fourth, with
CVE 15.5 million, in 2019.
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Graph 11.32 — Paid purchases by field of activity
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A comparison between online sales and in-person sales (made in physical stores), in
2019, shows Cabo Verdeans' preference for in-person purchases (99.6% of the value paid).

In terms of growth, the systematically higher year-over-year growth in online purchases
compared to in-person purchases (Graph 11.33) remains, with 32.5% and 14.6% growth,
respectively. Of particular note was the month of January, where online purchases grew 109.2%
in volume, compared to the previous year.

Graph 11.33 - Paid purchases at POS and online
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The modernization of payments, driven by international best practices and the current
legal framework for the Cabo Verdean Payment System, has allowed for a positive and gradual

growth in electronic commerce.

Although it is in an early stage of development, e-commerce still has growth potential and
the recent legal framework has created conditions for new players to act in the Cabo Verdean
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Payment System who can offer new products and services in the Cabo Verdean E-commerce*°
sector, by using technological innovations.

40 E-commerce is the English abbreviation for electronic commerce. E-commerce is a model that uses electronic
platforms as a base, such as computers, smartphones, tablets, etc. Basically, it is all about the marketing of commercial
goods through electronic devices.
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Text Box 10 - Still ... Talking about the term “tech” (...)

The Cambridge English Dictionary defines the term Tech as an abbreviation for the word
technological, and it is used for companies, systems or work areas that make or produce
something through technology.

Here are the most common types of tech companies:

Adtech - Development of technological
solutions to make the advertising
market more efficient and adapt ads to
their target audience.

Big tech - Major digital technology
companies, such as Apple, Google,
Amazon, and Facebook.

Construtech - Companies that develop
solutions and tools to assist the work of
civil engineers, construction contractors
and other professionals linked to the
construction sector.

Edtech - Development of solutions and
hitps:/vanzolini.org.br/iweblog/2016/01/27/a-proxima-revolucao-tecnologica/ tools designed to promote education

with the aim of facilitating learning and improving student performance.

Energytech - Companies that develop technological solutions for the energy sector
(generation or control), whether renewable or not.

Fintech - Financial + technology. Companies, mostly startups, that create innovations in the
area of financial services, with technology-based processes. They create new business
models related to accounts, credit and debit cards, personal and corporate loans, payments,
investments, etc.

Foodtech - Development of technological solutions for the food sector.

Govtech - Companies that use technologies to improve the provision of public services,
making them more efficient and effective.

Healthtech - Development of digital products and services designed to improve health
and/or the provision of health services. Some companies combine knowledge from
bioengineering, bioelectronics, neuroscience, cellular and molecular biology to develop
medical devices that are easy to use, safe and non-invasive in treatments.

HRTech - Human Resources Technology. Companies operating in this sector seek to
improve all human aspects within an organization, and help to improve the use of data
collected by human resources more efficiently.
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Imobtech - Companies that help realtors, real estate agencies and the general public, in the
real estate sector, through technological solutions.

Insurtech - Insurance + technology. The term designates companies that develop services
and products aimed at the insurance sector, based on technology.

Legaltech or Lawtech - Development of solutions for the legal market, which aim to
automate the experience, workflow and documents for businesspeople and law firms.

Suptech - Development of technological solutions to support financial supervision
authorities.

Sporttech - Companies that develop solutions for the sports sector, including gyms and
clubs.

Regtech - Development of technological solutions for managing regulatory and compliance
processes. Regtech allows institutions to monitor regulations, control compliance rules,
among other reports.

Retailtech - Development of technological solutions to support companies in product
distribution.

Sources and references:

https://dictionary.cambridge.org/pt/dicionario/ingles/tech
https://www.soldafria.net/2019/11/entenda-os-segmentos-das-startups-tech.html»
https://lwww.juridoc.com.br/en/blog/legaltech/9055-fintech-legaltech-adtech-tecnologia/»
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Chapter Il — Oversight

Technological innovation is undoubtedly meeting the essential and inherent needs of the
contemporary economic system. The transformation of the means of payment, fostered by
technological innovation, has facilitated the acquisition of goods and services by consumers and
increased the volume of business*! in Financial Market Infrastructures (FMI)42.

On the other hand, the increase in business volume, resulting from the transformation of
means of payment, naturally increases the risks of financial losses for the economic system, in
the event of a large-scale*® shutdown of the FMI that ensure its operation.

It is in this context that Central Banks, as promoters of public policies, take on the
Payment System Oversight role as essential to reinforce and ensure the operational soundness
of the FMIs and, as a result, the stability of the economic system.

Payment System Oversight is the Central Bank function that ensures the operational
stability** of the FMlIs, safeguarding the transfer of funds between economic agents, the
circulation of currency in the economy and the implementation*®> of Monetary Policy.

As the authority responsible for the safe and efficient operation of the Cabo Verdean
Payment System, Banco de Cabo Verde takes on the Payment System Oversight role through
Article 19 of its Organic Law (Law No. 10/VI/2002, dated 15 July) and Article 15 (j) of the
Financial System Basic Law (Law No. 61/VIII/2014, dated 23 April), as well as Article 6 of
Legislative Decree No. 7/2018, dated 28 November, which establishes the framework
applicable to the regulation, management and operation of the Cabo Verdean Payment System.

In 2019, as part of its Oversight mission, Banco de Cabo Verde continued with its
activities related to Payments System Oversight, including an evaluation of the vinti4 network.

3.1. Daily monitoring of payment systems

Supported by regulations and technical manuals, the BCV oversight team monitored the
performance of the country's only large-value payment system, namely the Deposit and
Settlement Management System (SGDL), on a daily basis.

Highlighted as the main payment system in the country, the performance of the SGDL
must be monitored daily because it is the only payment system that settles transactions in the
financial market and that settles transactions in other payment systems (Table 111.1).

41 From 2015 to 2019, the business volume in the Cabo Verdean Payment System increased by 85.2%.

“2 Financial Market Infrastructures (FMI) are multilateral systems between participating institutions, including system
operators, used for the purposes of clearing, settling or recording payments, securities and financial derivatives.

4 A large-scale shutdown occurs when a participant (debtor) fails to meet his/her payment obligations in a payment
system, causing other participants, due to contagion effects, to fail to meet their responsibilities, thus also defaulting.
Such a default can cause serious liquidity or credit problems and, as a result, threaten the stability of financial markets.
As this is a risk that can lead to the entire financial sector going into crisis, regulators of payment systems should
promote the adoption of mechanisms that aim to minimize it.

4 The operational stability of payment systems is considered essential for preventing financial and economic crises, as
payment systems are becoming increasingly important for the good performance of the financial market and the
economy.

4 Monetary Policy is implemented through large-value payment systems. In Cabo Verde, the only large-amount
payment system is the SGDL (Deposit and Settlement Management System).
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Table Ill. 1 - Monitoring of Wholesale Payment System

FINANCIAL MARKET
LARGE AMOUNT

PAYMENT SYSTEM

INFRASTRUCTURE PERIPHERAL SYSTEMS

SIGER (Integrated Foreign Currency Reserve Management
System)
e Processes Foreign Exchange Market transactions.
SIGMA (Integrated Monetary Management System)
e  Processes Money Market transactions.

_ SGDL SIFOX (Capital Market Transaction System)
(Deposit and Settlement Management System) e Processes Cabo Verde Stock Exchange
transactions.

GESTER (Third Party Management)
e Manages other entities’ accounts in foreign
currency.
SIGEST (Integrated Treasury Management System)
e Processes Cash Deposits and Cash Withdrawals
at Banco de Cabo Verde.

Source: Banco de Cabo Verde.

The performance of the retail payment systems in operation in the country was also
monitored. This entailed monitoring the settlement of transactions arising from the clearing
systems that make up the SICIL (Integrated Interbank Clearing and Settlement System).

Table Ill. 2 - Monitoring of retail payment systems

RETAIL PAYMENT SYSTEMS FINANCIAL MARKET PAYMENT INSTRUMENTS
INFRASTRUCTURE
STC (Automated Check Clearing Checks
SICIL ( Integrated Interbank System)
Clearing and Settlement System) EFT (Electronic Funds Transfer) Credit Transfers
Vinti4 Network Payment Cards

Source: Banco de Cabo Verde.

In 2019, there was no incident that could be considered significant and that jeopardized
the operational stability of the FMIs.

3.2. Incident analysis

In the indicators of the incident*® analysis, the “extension rate*”” stands out, with 1.7
percentage points (average in 2019). Nevertheless, all transactions for the year under review
were settled, thus showing that the SGDL has internationally*® required and recommended
operating conditions to ensure that transactions are settled by the end of the settlement
sessions.

4 The purpose of this activity is to identify gaps, inefficiencies and inconsistencies in the FMIs, analyze them as
incidents and/or anomalies and provide resolution mechanisms that reduce the possibility of their recurrence.

47 The Extension rate is an indicator that shows the liquidity risk in the system, the participants' liquidity risk and the
operational and technological risk. The change in this indicator is the result of incidents that cause extensions of the
SGDL settlement service.

“8 For more details, see “Principle 8 — Settlement Finality” in “Principles for Financial Market Infrastructures” CPSS-
IOSCO (2012).
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Graph lll. 1 - Monthly settlement service extension rate (SGDL)
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Source: SGDL; Prepared by Banco de Cabo Verde.

In 2019, the FMIs operated safely and efficiently, since the incidents that occurred were
not significant or impactful.

3.3. Statistical data analysis

In “statistical data analysis*®”, we highlight the developments in the indicator “Peak day,”
which, by definition, highlights the liquidity risk and the operational risk associated with the
significant increase in the volume of business in the SGDL.

Number of transactions

The largest number of transactions settled in the SGDL was recorded on July 31, 2019,
with 235 transactions settled. The “Historical peak approach index” reached 51.3% (Graph 111.2).

Graph llI. 2 - Peak day®® (Number of transactions)
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4 Statistical data analysis helps to examine the performance of FMIs, by analyzing statistical data on risk indicators.
The main risk indicators are: business volume; transaction numbers and values on the peak day; daily payment flow
(analysis done by settlement time); rate of concentration of the main participants in the SGDL, among others.

%0 peak Day Indicator: this indicator highlights the highest/lowest number of settled transactions (Operational Risk) and
the highest/lowest value transacted (Financial Risk) on SGDL operating days. The historic peak in the number of
transactions processed occurred on 12/21/2015.
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In 2019, the SGDL did not reach a situation that can be considered critical, with regard to the

number of payments made on “Peak day.”

Transaction Values

Graph llI. 3% - Peak day (Transaction values)

450 000

Historical Peak: 381 306
400 000

35%

350 000

300 000

250 000

Million Escudos

200 000

2018 average: 35 474
150 000

100 000 2019 minimum: 4 012
50 000

Historical Peak ApproachIndex:
21,6%

2019 maximum: 82262

30%

25%

20%

15%

10%

5%

January February March April May June July
Historical Peak Approach Index [%] — Historical Peak

Source: SGDL; Prepared by Banco de Cabo Verde.

October ~ November December

0%

Historical Peak Approach Index [%]

Maximum - Minimum

The largest record of values settled in the SGDL was on December 23, 2019, with CVE
82.262 billion. The “Historical peak approach index” reached 21.6% (Graph II1.3).

The values settled on the “Peak day” under analysis did not represent a significant risk to

the participants or the financial system.

The 2019 data indicate that the FMIs operated on a regular basis, and there was no
significant change in the risk indicators with impact and exposure of the financial system.

3.4. Monitoring of Vinti4 network anomalies

By monitoring the anomalies on the vinti4 network®?, it appears that, although there was
an increase in the unavailability of ATM machines in 2019, compared to the previous year, in
general, the vinti4 network did not have relevant occurrences and/or abnormalities that could

have jeopardized the reliability of its services.

51 Peak Day Indicator: this indicator highlights the highest/lowest number of settled transactions (Operational Risk) and
the highest/lowest value transacted (Financial Risk) on SGDL operating days. The historic peak in transacted values

occurred on 09/13/2016.

52 The continuous monitoring of anomalies detected on the vinti4 network aims to identify the unavailability of channels

on this network, especially ATMs, due to technical and communication problems.
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Graph lll. 4 - ATM unavailability by island (hours)
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3.5 - Assessment of Financial Market Infrastructures

This is considered the main activity of the oversight function and consists, essentially, in
checking the level of resilience of payment systems operating in the country, in relation to
compliance with the twenty-four (24) principles®? applicable to Financial Market Infrastructures.

Banco de Cabo Verde initiated the first Assessment of FMIs operating in the country in
2017 and, since then, it has been improving its Assessment methodology every year.

The systems that make up the SICIL were assessed. Although they do not represent a
systemic importance like the SGDL, they are retail payment systems that play a key role in the
Cabo Verdean economy.

The level of resilience and efficiency of the systems that make up SICIL was classified>*
as “Almost Fully Complied,” with an emphasis on compliance with 76% of the Principles. Some
gaps were identified in compliance with some Principles, where recommendations for
improvements were made to the entities responsible®® for the FMIs.

% The 24 FMI Assessment Principles were created and recommended by internationally renowned bodies and
institutions. For more information on FMI Assessment, see “Principles for Financial Market Infrastructure,” by CPSS-
I0SCO, 2012. The applicability of the 24 Principles is linked to the risk profile of each FMI.

%4 Depending on the score (0% to 100%), the Financial Market Infrastructures were classified taking into account the
following method: COMPLIED (90% to 100%); ALMOST FULLY COMPLIED (70% to 89.9%); PARTIALLY COMPLIED
(40% to 69.9%); and NOT COMPLIED (0% to 39.9%).

5 Entities responsible for Financial Market Infrastructure are Banco de Cabo Verde (responsible for the safe and
efficient operation of the Automated Check Clearing System and Electronic Funds Transfer) and SISP (responsible for
the Vinti4 Network).
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Graph Ill. 5 - Assessment of SICIL systems
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Banco de Cabo Verde also initiated the Assessment of the Centralized Securities
Settlement and Custody System, managed and operated by the Cabo Verde Stock Exchange,
using the principles applicable to this type of infrastructure as a parameter.

3.6 — Results of oversight activities

As a result of the oversight activities, Banco de Cabo Verde periodically produces some
reports with the main analyzes, conclusions and recommendations. Their access and
knowledge are restricted due to their criticality for system participants.

Table lll. 3 - Result of Oversight Activities

REPORTS FREQUENCY

a) Assessment of Financial Yearly
Market Infrastructures

b) Payment System Oversight Quarterly
Report

c) Payment System Oversight Monthly
Report

Source: Banco de Cabo Verde.

DESCRIPTION
Confidential report where Banco de Cabo Verde
exposes the main findings from the “Assessment of
Einancial Market Infrastructures.”
Within the scope of clarification and transparency of the
function to Banco de Cabo Verde’s Executive Board, this
report aims mainly to present the results of the Cabo
Verdean Payment System’s Oversight.
Considering the complexity and volume of the matter, in
2018 the Oversight Team started producing a monthly
report containing a summary of Financial Market
Infrastructures’ performances, based on statistical
analysis of the main risk indicators.
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Text Box 11 - Business Continuity Plan (BCP)

“If you train worst case scenarios consistently,
they will no longer be worst case scenarios.”

Rener Gracie®®

The global increase in goods and services production, stimulated by financial inclusion

and the continuous increase in the expenses of companies and families, is simultaneously

driving technological development, both in the context of qualifying the way in which goods

and services are produced and in the context of transforming the means of payment to
purchase those goods and services.

However, when analyzing the repercussion of technological development, especially in
the context of the transformation of means of payment, one should take into account the
synchronous increase in potential financial losses, for the economy and for economic agents,
in the event of a non-planned interruption of the infrastructures that ensure the functioning of
means of payment.

For this reason, the evolutionary dynamics of the modern economic system requires not
only the simultaneous development of technologies of means of payment, but also the
application and continuous updating of the methods for preventing and managing risks linked
to Financial Market Infrastructures (FMI).

Thus, in the context of preventing the risks inherent in the transformation of means of
payment, the Bank for International Settlements (BIS) recommends that the organizations
responsible for MFIs continuously (i) identify plausible sources of risk, both internal and
external sources; and (ii) mitigate their impacts by using Risk Management Software,
Information Security Policies, Physical Security Policies and, especially, the Business
Continuity Plan.

The Business Continuity Plan (BCP) is, according to the Good Practice Guidelines for
Business Continuity Plans (2012), a process for managing organizations’ ability to maintain an
adequate level of operation of FMIs after the occurrence of incidents and large-scale
unplanned interruptions, until they resume normal operation.

The BCP aims, first, to identify the threats and risks associated with the FMI and,
second, to provide procedures that minimize, or neutralize, the harmful impacts®” to the FMIs,
should such threats materialize.

According to the technical literature®8, in order for the BCP to be efficient and effective in
recovering and restoring critical FMI services in the event of a large-scale unplanned
interruption, it is necessary to collect the following essential information:

% Rener Gracie is an American Jiu-Jitsu instructor.

57 There are several impacts, among them, financial impact (loss of profitability), operational impact (interruption of
operation), legal impact (breaches of legislation) and image impact (damage to institutional image).

%8 See bibliography for more details.
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SUBSTANTIAL INFORMATION FOR PROPERLY CARRYING OUT THE BCP

What are the critical processes that must be implemented

A. CRITICAL by the FMI?

PROCESSES o . . . .
Identifying the crucial activities of an FMI is the first preventive

procedure within the risk mitigation strategy.

What can prevent these critical processes from being
implemented?

The Risk Analysis process must identify and group the large-
scale unplanned disruption scenarios, namely:

B. THREATS AND External risks: natural disasters, cut off access, accidents near

VULNERABILITIES the FMI, strikes, etc.;
Internal risks: human error, power failure, communication failure,
fire, theft, illness, etc.; and

Risks for Data Systems: software failure, loss of information,
\Virus, improper access to information, failures in servers or data
networks, etc.

How can disrupting these processes affect the FMI?

C. BUSINESS IMPACT

ANALYSIS Business Impact Analysis[1] (BIA), a crucial component of the

BCP, aims to present the likely impacts of a large-scale
disruption for the FMIs.

What needs to be done to resume operations?

The BCP must cower, in an orderly manner, the contingency
actions[2] that must be carried out by the teams inwolved,
according to their respective responsibilities. At this stage, the
process of activating the secondary site (back up) of the FMI|
must be incorporated. The international standard time to restore
the critical senices of an FMI is two (2) hours, according to the
BIS.

D. CONTINGENCY
ACTIONS

What can be done to optimize the BCP?

The BCP must be tested at least once a year. The BCP review,
improvement and monitoring process must be carried out

E. BCP MAINTENANCE permanently and updated systematically, both in the contingency
action trainings and in the internal FMI risk management
regulations.

[1] The Business Impact Analysis is an important BCP process, considering that it qualitatively
and quantitatively identifies the potential financial losses of a large-scale disruption for the FMI.

[2] The contingency actions can be divided into three plans, namely, Operational Contingency
Plan, Disaster Recovery Plan and Crisis Management Plan.
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Taking into account the harmful impacts, to the economy and to economic agents, resulting
from a possible large-scale unplanned interruption of the infrastructures, the BCP should be
considered an investment and not an additional expense for the organizations responsible for
the FMls.

For this reason, the BCP should be part of the culture and prudential risk strategy of the
organizations in question, not only because it increases the prevention and containment of
threats and vulnerabilities associated with the infrastructures, but also because the BCP
safeguards the physical safety of the employees of those organizations.

Sources and References

INSTITUTO FEDERAL SANTA CATARINA. Information and Communication Technology Business Continuity
Management System (2018).

SECRETARIA DE FAZENDA. Business Continuity and Information Technology Management Methodology
(2013).

BRAZILIAN ASSOCIATION OF CLOSED COMPLEMENTARY PENSION ENTITIES. Good Practice Guidelines for
Business Continuity Plans (2012).

GUINDANI, Alexandre. Business Continuity Management (2008).

JUNIOR, Jorge. Business Continuity Plan Applied to Information Security (2008).

International Regulation
BRITISH STANDARDS INSTITUTION, BS 25999-1 (2006) and BS 25999-1 (2007): British standards that establish
the processes, principles and terminologies for Business Continuity Management methods
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Statistical Annex

Table 1 — Overall Clearing Transactions

Volume: units.
Value: million escudos.

Checks Checkreturns Transfers Transfer returns
Volume Value Volume Value Volume Value Volume Value
1997 60171 16 469,5 979 461,5 6774 17 881,8 - -
1998 72754 20570,6 994 200,8 10053 20010,9 - -
1999 128294 28509,1 1489 287,9 14 664 24298,5 - -
2000 153641 36 395,6 1911 306,7 14378 17 634,9 - -
2001 159638 39196,3 1447 238,6 15300 16 625,9 - -
2002 184 386 47340,4 1557 254,0 16 856 20071,7 - -
2003 194512 47762,4 1652 216,9 17 829 22157,0 - -
2004 190293 37143,9 1822 360,1 25398 33877,0 - -
2005 222220 46 204,5 1876 377,2 30630 41618,6 - -
2006 253410 57217,7 1813 409,6 33579 48 034,7 - -
2007 308953 72507,4 2032 453,3 39849 61611,9 - -
2008 342909 96 297,2 3759 10220,4 45994 65176,6 - -
2009 357920 852239 3624 1204,4 57797 63099,5 - -
2010 364642 83 205,8 3767 1185,5 84070 75024,6 - -
2011 364911 83779,8 3389 792,7 115675 75949,0 - -
2012 346570 77 024,2 3600 1003,0 272 845 82844,9 1352 332,0
2013 309755 68451,5 2544 661,1 419938 87083,9 647 88,2
2014 297785 66 900,5 3286 900,4 452214 93201,9 839 139,3
2015 302525 70634,6 3277 1369,3 503270 111458,1 493 80,8
2016 315990 73854,4 3199 1099,5 558 842 118 123,9 711 164,8
2017 308403 70220,1 3563 1605,5 598 677 128 319,1 646 94,8
2018 302289 69 897,8 3683 1175,5 671875 140 251,6 540 78,0
2019 301060 72 806,1 4020 1619,5 739958 158 687,3 1005 84,5
Source: SISP.
Table 2 — Clearing per type of document
Volume: units.
Value: million escudos.
2018 2019 Change %
Volume Value Volume Value Volume Value
Checks 302289 69 897,8 301060 72806,1 -0,4 4,2
Transfers 671875 140251,6 739958 158 687,3 10,1 13,1
Checkreturns 3683 1175,5 4020 1619,5 9,2 37,8
Transfer returns 540 78,0 1005 84,5 86,1 8,3
Total 978 387 211402,9 1046 043 233197,3 6,9 10,3
Source: SISP.
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Table 3 — Checks submitted and returned for clearing - 2019

Volume: units.
Value: million escudos.

Month Submitted Returned
Truncated Non-Truncated Truncated Non-Truncated
Volume Value Volume Value Volume Value Volume Value

January 11969 157,6 13113 6835,4 42 0,6 250 111,7
February 11556 152,1 11828 6807,8 34 0,5 240 72,8
March 11873 158,9 12472 5314,6 38 0,5 270 152,7
April 11804 157,3 12579 5588,4 40 0,7 278 95,7
May 12782 167,1 13708 5496,0 48 0,7 333  163,3
June 10981 143,4 11518 5143,8 61 09 270 204,3
July 13109 171,9 13768 5604,2 207 2,9 367 146,7
August 11519 152,1 12792 5642,2 38 0,6 260 121,6
September 11378 151,5 12395 5559,6 45 0,8 255 124,0
October 12956 170,2 13569 5679,1 43 0,6 263 163,0
November 11887 157,5 12770 5743,5 60 0,9 254 61,8
December 13530 180,6 15204 74713 45 0,6 279 191,5

Total 145344 1920,1 155716 70885,9 701 104 3319 1609,2
Monthly average 12112 160,0 12976 5907,2 58 0,9 277 134,1

Source: SISP.

Table 4 — Monthly data on checks submitted for clearing, in volume (2015 — 2019)
Volume: units.

2015 2016 2017 2018 2019
January 23554 22502 25681 26868 25082
February 22918 24 636 25709 23449 23384
March 27920 27019 28070 25492 24345
April 25007 25887 23233 25376 24383
May 24221 26935 26 457 26 550 26490
June 25755 25736 25394 23848 22499
July 26957 28158 24454 25597 26877
August 23185 27235 25794 25266 24311
September 23415 24756 24017 22236 23773
October 24377 25769 26236 26258 26525
November 24804 27165 26 066 25006 24657
December 30412 30192 27292 26343 28734

Total 302525 315990 308403 302 289 301060

Monthly average 25210 26333 25700 25191 25088

Source: SISP.
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Table 5 - Monthly data on checks submitted for clearing, in value

(2015 - 2019)
Value: million escudos.
2015 2016 2017 2018 2019

January 6449,3 6486,8 6786,5 7530,8 6993,0

February 5970,5 52659 5806,4 4694,4 69599

March 5839,5 7272,0 7069,5 6278,9 5473,6

April 5483,4 5598,1 6263,2 6099,5 5745,7

May 5648,5 6351,6 5913,1 6104,7 5663,1

June 5872,8 5778,4 5364,4 5812,7 5287,2

July 5916,7 5981,1 4764,7 5763,7 5776,1

August 5498,6 6299,6 5454,3 5872,7 57943

September 5098,3 5405,2 5293,8 4757,1 5711,1

October 5540,1 6076,5 5617,6 5522,7 5849,3

November 5252,0 6221,0 5632,2 5249,1 59009

December 8065,0 7118,1 6254,3 6211,6 7651,8

Total 70634,6 73854,4 70220,1 69897,8 72806,1

Monthly average 5886,2 61545 5851,7 5824,8 60672
Source: SISP.

Table 6 — Checks submitted for clearing by value bracket - in volume (2015 — 2019)

Volume: units.

2015 2016 2017 2018 2019

1 10000 71958 72668 68973 67297 63362
10001 20000 54961 53038 52457 50283 49330
20001 30000 39161 33885 33687 36362 32826
30001 50000 39305 40670 40107 39499 39538
50001 100 000 37982 42029 41943 41596 41437
100001 500000 41092 52389 50894 48070 54052
500001 1000000 8271 9810 9641 9109 9958
1000001 2000000 4581 5737 5337 4909 5072
2000001 3000000 1807 2091 1847 1882 1802
3000001 4000000 980 980 901 887 968
4000001 5000000 710 682 642 668 752
5000001 10000000 1082 1265 1301 1141 1297
10000001 20000000 410 478 437 375 406
20000001 100000000 218 256 225 194 246
>100.000.000 7 12 11 17 14

Total

302525 315990 308403 302289 301060

Source: SISP.
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Table 7 — Checks submitted for clearing by value bracket - in value (2015 — 2019)

Value: million escudos.

2015 2016 2017 2018 2019
1 10000 406,9 410,6 389,4 378,8 357,7
10001 20000 897,3 798,6 788,0 751,3 738,9
20001 30000 1174,8 853,4 846,7 963,0 825,9
30001 50000 2289,0 1621,8 1597,6 1680,0 1576,8
50001 100000 37318 3059,3 3040,2 3685,3 3007,2
100001 500000 10059,9 11636,7 11344,9 11173,8 12058,0
500001 1000000 6540,8 7159,2 7039,1 6971,0 7293,7
1000001 2000000 6928,8 8249,7 7717,5 7309,9 7354,1
2000001 3000000 4730,3 5225,6 4627,6 4842,5 4570,8
3000001 4000000 37723 3445,7 3171,7 32229 3492,5
4000001 5000000 3866,0 3143,0 2976,4 3363,0 3509,4
5000001 10000000 8674,8 9252,2 9653,2 8693,3 9211,2
10000001 20000000 6596,0 6641,6 6288,8 5565,0 5799,1
20000001 100000000 9332,3 10003,2 8443,2 7855,4 9592,3
>100.000.000 1633,7 2353,8 2295,7 3442,6 3418,5
Total 70634,6 73854,4 70220,1 69 897,8 72 806,1

Source: SISP.

Table 8 — Monthly data on checks returned for clearing - in volume (2015 — 2019)
Volume: units.
2015 2016 2017 2018 2019

January 254 207 272 285 292
February 216 263 249 241 274
March 235 220 315 275 308
April 232 216 244 266 318
May 508 282 358 284 381
June 260 227 432 303 331
July 283 274 217 328 574
August 286 245 250 344 298
September 190 214 289 263 300
October 276 251 310 309 306
November 225 305 303 447 314
December 312 495 324 338 324

Total 3277 3199 3563 3683 4020
Monthly average 273 267 297 307 335
Source: SISP.
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Table 9 — Monthly data on checks returned for clearing - in value
(2015 - 2019)
Value: million escudos.
2015 2016 2017 2018 2019

January 83,3 43,2 92,2 94,7 112,3
February 30,3 53,9 75,5 72,4 73,4
March 99,1 1764 93,4 81,4 153,2
April 83,2 47,0 455,8 91,8 96,4
May 181,1 75,0 109,2 81,2 164,0
June 255,1 64,9 161,8 117,2 205,1
July 53,1 67,6 77,4 87,0 149,6
August 58,1 86,3 93,7 121,3 122,2
September 121,6 81,0 153,5 66,9 124,8
October 82,7 98,1 104,0 133,5 163,6
November 44,0 182,6 97,9 124,1 62,7
December 277,7 123,5 91,0 104,1 192,2

Total 1369,3 1099,5 16055 1175,5 1619,5
Monthly average 114,1 91,6 133,8 98,0 135,0
Source: SISP.

Table 10 — Checks returned for clearing by value bracket - in volume (2015 - 2019)
Volume: units.
2015 2016 2017 2018 2019

1 10000 343 289 286 245 258
10001 20000 331 304 367 290 266
20001 30000 250 190 185 186 177
30001 50000 554 599 663 580 581
50001 100000 654 637 691 643 656
100001 500000 814 844 911 1268 1626
500001 1000000 161 160 240 257 221

1000001 2000000 83 94 144 122 131
2000001 3000000 39 30 27 50 30
3000001 4000000 16 20 14 15 22
4000001 5000000 11 11 7 12 16
5000001 10000000 16 14 16 9 21
10000001 20000000 5 5 7 4 8
20000001 100000000 - 2 4 1 7
>100.000.000 - - 1 1 -

Total 3277 3199 3563 3683 4020

Source: SISP.
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Table 11 — Checks returned for clearing by value bracket - in value (2015 — 2019)

Value: million escudos.
2015 2016 2017 2018 2019

1 10000 2,0 1,7 1,7 1,6 1,7
10001 20000 5,0 4,7 5,6 4,3 4,2
20001 30000 6,3 4,8 4,7 4,8 4,5
30001 50000 22,5 23,9 26,9 23,0 23,2
50001 100000 47,8 47,2 50,0 47,6 47,5
100001 500000 189,7 184,4 217,2 312,4 386,5
500001 1000000 118,6 122,9 178,7 190,7 164,1

1000001 2000000 116,8 136,8 207,2 167,8 187,3
2000001 3000000 103,2 74,6 71,3 119,2 76,4
3000001 4000000 74,2 72,9 49,8 54,4 82,5
4000001 5000000 116,4 53,8 33,3 69,7 86,5
5000001 10000000 479,8 109,1 112,9 99,0 174,8
10000001 20000000 87,2 82,7 105,2 48,0 109,3
20000001 100000000 0,0 180,0 185,1 25,0 270,9
>100.000.000 0,0 0,0 356,0 8,0 0,0
Total 1369,3 1099,5 16055 11755 1619,5

Source: SISP.

Table 12 — Checks returned by reason for return - in volume (2015 — 2019)

Volume: units.
2015 2016 2017 2018 2019

By Drawee institution

Non-clearable 103 109 94 87 156
Lack of key Requirement 170 236 236 299 372
Lack of or insufficient funds 1335 1237 1386 1489 1678
Irregular Withdrawal 282 437 633 605 423
Irregular Endorsement - 8 4 15 5
Check with funds revoked - for just cause 3 - 2 5 -
Check without funds revoked - for just cause - - 3 3 3
Check with funds revoked - submitted after the deadline - 1 - 9 -
Check without funds revoked - submitted after the deadline 8 2 5 5 5
Blocked account 119 101 77 56 34
Suspended account 6 4 4 - 1
Closed Account 4 2 5 2 1
Poor Forwarding 48 39 124 153 91
Account Number does not exist 4 4 5 8 10
Check Number does not exist 53 41 26 27 14
Errorin data 191 155 91 143 90
Incorrectly Indicated Amount 339 362 331 303 396
Check not Submitted - - - - -
Duplicate record 142 68 56 58 343
No stamp/submission reference/ no endorsement 10 2 - 6 1
Counterfeit check with funds - 1 2 3 -
Counterfeit check without funds 1 1 2 - -
Return at the request of borrower bank 18 22 35 34 51
Various reasons 3 - - - -
Image not received or unreadable 406 300 376 291 275
By Borrowing Institution

Borrowing Institution’s Failure to Clear - - 17 - -
Invalid reason for return 6 6 26 18 15
Poor Forwarding 5 2 4 2 2
Check not Submitted - - - - -
Duplicate record - - 2 1 1
Return after Deadline 21 59 17 61 53

Period to archive the check has passed - - - - -

Total 3277 3199 3563 3683 4020

Source: SISP.
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Table 13 — Checks returned by reason for return - in value (2015 — 2019)

Value: million escudos.

2015 2016 2017 2018 2019

By Drawee institution
Non-clearable 11,6 22,0 31,4 18,2 29,1
Lack of key Requirement 57,4 177,3 99,0 111,9 164,4
Lack of or insufficient funds 424,3 232,1 387,9 412,5 553,3
Irregular Withdrawal 144,5 209,1 633,4 197,7 338,0
Irregular Endorsement - 2,4 0,3 40,4 1,5
Check with funds revoked - for just cause 0,2 - 67,9 0,8 -
Check without funds revoked - for just cause - - 0,3 0,4 0,9
Check with funds revoked - submitted after the deadline - 0,1 - 1,6 -
Check without funds revoked -submitted after the deadline 0,3 0,7 0,2 0,4 0,2
Blocked account 50,6 7,4 5,5 7,3 4,5
Suspended account 0,1 0,0 0,4 - 0,0
Closed Account 0,6 0,2 0,2 0,6 0,0
Poor Forwarding 9,7 39,2 67,5 41,0 24,5
Account Number does not exist 0,5 0,3 0,3 3,0 1,0
Check Number does not exist 6,5 2,4 4,7 9,5 2,6
Errorin data 66,9 47,6 36,1 58,2 19,3
Incorrectly Indicated Amount 138,6 180,6 98,2 110,3 101,0
Check not Submitted - - - 3,8 -
Duplicate record 15,3 11,4 8,4 0,8 57,7
No stamp/submission reference/no endorsement 5,9 0,6 - 0,0 0,2
Counterfeit check with funds - - 0,0 - -
Counterfeit check without funds 0,0 0,4 0,3 - -
Return at the request of borrower bank 7,5 22,6 10,9 9,4 15,7
Various reasons 0,2 - - - -
Image not received or unreadable 422,2 130,5 137,6 124,7 292,9
By Borrowing Institution
Borrowing Institution’s Failure to Clear - - 1,7 - -
Invalid reason for return 3,0 0,0 3,1 1,0 0,8
Poor Forwarding 1,5 0,0 6,0 1,6 0,5
Check not Submitted - - - - -
Duplicate record - - 0,1 0,0 0,0
Return after Deadline 1,9 12,5 4,0 20,4 11,3

Total 1369,3 1099,4 1605,5 1175,5 1619,5
Source: SISP.

Table 14 — Monthly data on transfers submitted - in volume
(2015 - 2019)

Volume: units.
2015 2016 2017 2018 2019

January 29752 33858 40210 44395 50306
February 37197 41238 45889 49206 54682
March 44346 49554 51597 55757 57211
April 39777 43103 46255 52686 60036
May 39017 43998 48517 57677 65082
June 41122 59768 48455 51619 58479
July 43665 41774 46979 60991 63324
August 40159 43749 48057 56751 62046
September 38738 43880 47284 55010 60037
October 43566 44082 51163 60996 67337
November 46163 46264 54701 60311 64914
December 59768 67574 69570 66476 76504

Total 503270 558842 598677 671875 739958
Monthly average 41939 46570 49890 55990 61663
Source: SISP.
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Table 15 — Monthly data on transfers submitted - in value (2015 - 2019)

Value: million escudos.

2015 2016 2017 2018 2019

January 7621,1 7 655,6 8 858,0 10056,5 11149,7
February 8 880,9 9674,8 9125,2 9043,4 10898,8
March 9244,1 9747,5 11809,7 10986,4 12892,7
April 9450,3 8193,9 8667,4 10217,2 12934,0
May 8578,4 8900,8 11035,5 12506,1 13174,7
June 9539,6 15182,2 10039,6 10518,1 11953,5
July 9191,0 8541,5 9324,4 12338,3 12874,7
August 8553,8 9368,8 10434,0 13139,6 15236,5
September 7547,7 9896,8 10276,5 10740,6 12413,6
October 8321,9 9215,3 11065,9 118655 12973,7
November 9347,2 9501,2 11270,7 13376,7 12948,0
December 15182,2 12245,6 16412,2 15463,4 19237,3
Total 111458,1 118123,9 128319,1 140251,6 158687,3

Monthly average 9 288,2 9843,7 10693,3 11687,6 132239

Source: SISP.

Table 16 — Transfers by closing and transaction code

Transaction code

Volume: units.

Value: million escudos.

Submitted Returned
Volume Value Volume Value
Closing 1
Refunds 906 203,4 9 1,4
Rent/Lease 16 104 719,4 18 0,4
Fees 337250 19302,7 509 12,6
Suppliers 9437 6663,6 14 2,4
Social Security Contributions 1209 33,9 - -
National Pensions 145 19,4 - -
Other Transfers 356411 125080,4 444 60,8
Government Payments (DGT) 7 0,3 - -
Domestic Transfers 100 40,6 - -
Market Transactions - - - -
Interbank Transfers - - - -
Subtotal 1 721569 152 063,6 994 77,7
Closing 2
Refunds 15 24,7 - -
Rent/Lease 5 0,1 - -
Fees 10321 622,7 3 0,1
Suppliers 104 36,2 - -
Social Security Contributions 3 0,2 - -
National Pensions - - - -
Other Transfers 7941 5939,8 8 6,7
Government Payments (DGT) - - - -
Domestic Transfers - - - -
Market Transactions - - - -
Interbank Transfers - - - -
Subtotal 2 18389 6623,7 11 6,8
Total 739958 158 687,3 1005 84,5
Source: SISP.
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