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Introductory note

At the beginning of 2020, the world received news of the spread of
Covid-19 to several countries, while having no idea of its dimension
and seriousness, which were confirmed in the first quarter of the
year. The effects of the new coronavirus pandemic went beyond the area
of health, reaching societies in a cross-cutting manner and leaving
marks and changes, including in people's behavior and way of life.

In order to quickly return to what is now called the “new normal,”
governments and companies were compelled to look for connection
alternatives. Therefore, companies had to adapt or reformulate their
business processes and models to be aligned with an economic and
social context that greatly favored the digital transformation of
societies.

Indeed, the Covid-19 pandemic accelerated the adoption of new
digital technologies at an unprecedented pace and scope, encompassing
almost the entire sphere of human life, particularly with regard to
payments. So much so that the very measures to mitigate the risk of
contagion by the wvirus encouraged the use of digital platforms and
payment methods that promote minimal contact between people. Cabo
Verde was no exception!

Banco de Cabo Verde ensured the proper functioning of payment
infrastructures and, at the same time, guided the market, financial
institutions and their customers to favor digital channels in the
provision and access to financial services, respectively, without
neglecting social distancing rules.

This Cabo Verdean Payment System Report for 2020 thus reflects the
transformations in the economy and social life associated with the
restrictions imposed Dby the Covid-19 pandemic, which forced an
adaptation in the provision of services and brought new habits of
consumption and use of payment instruments. The increase in online
shopping is a result of this new trend.

In general, the payment environment in the country had already
been undergoing constant changes in recent years, due to the
incorporation of new technologies, and, 1in 2020, with the Covid-19
pandemic, the digital transformation process received a boost, as a
result of payment service providers’ reaction to the restrictions
imposed by these times. These times are challenging for financial
service regulators and supervisors, who also end up anticipating
regulatory approaches, studies and agendas on FinTech, tending to
incorporate or consider 1in their decisions various matters that are
inherent to it, in particular cybersecurity and consumer protection,
and even consider the wvalue that technology can add to public policy
implementation, as in the case of financial inclusion.

The vyear 2020 also marked two decades of the creation of a
structure unit within Banco de Cabo Verde (BCV) that 1is responsible
for the national payment system. It 1is, without any doubt, a
historical milestone that encourages one to take a retrospective look
and even reflect on the development of payments thus far, with a view
to understanding the contemporary, and even future, perspectives
through which it will be possible to consider its evolution.
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Thus, 1in the late 1990s, BCV led the project that made room for
debate and reflection on payment systems in the country and culminated
in the establishment of the Interbank and Payment System Company
(SISP). There are several undisputed milestones that make up the
evolution of electronic payments in the country, with the Vinti4
network being the biggest brand.

Among the projects materialized over these two decades, we
highlight some that, due to their intrinsic relevance for financial
system modernization, were promoted or even developed by BCV. One
example is the Interbank Clearing and Settlement System (SICIL), which
was established in 2001 and, from unautomated initial systems and
procedures for physical exchange of interbank clearing documents,
evolved to modern and integrated electronic systems in the last
decade. One should also mention the Deposit Management and Settlement
System (SGDL), created in 2008, which is the only financial settlement
system in the country. It was developed and is managed and operated by
BCV for real-time settlement of transactions made in central bank
money.

Over the years, there have been many achievements in terms of
system automation, payment instrument modernization, but also the
legal system, whose highest point was the November 28, 2018
publication of the legislative package for the Cabo Verdean Payment
System (Portuguese acronym: SPCV), which includes: Legislative Decree
No. 7/2018, which establishes the legal framework applicable to the
regulation, management and operation of the SPCV; Legislative Decree
No. 8/2018, which establishes the legal framework that regulates the
provision of payment services and the issuance, distribution and
reimbursement of electronic money by legally authorized entities in
Cabo Verde; and Legislative Decree No. 9/2018, which establishes the
legal framework that regulates access to the work of payment
institutions and electronic money institutions. There is also room for
more thoughtful and cross-cutting reflections for present times of
continuous change, in a context of market globalization, payment
infrastructure integration, challenges for the security, performance
and stability of systems, with more demanding consumers who have
embraced the digital age to obtain speed and convenience in their
daily experiences, including the use of payment means and instruments.

In recent years, Banco de Cabo Verde has been closely monitoring
the process of digital transformation in the financial system, namely,
in terms of risks, but also opportunities. Opportunities and risks
bring new challenges, which is why it 1s wurgent to balance the
objectives of promoting technological innovation, financial inclusion,
financial market development, improving efficiency and competition, on
the one hand, and financial system stability, on the other.

In this context, the Central Bank 1is expected to, in the coming
years, strengthen its cooperation with market agents, incumbents and
new players, but also with similar entities, as one of the strategies
to facilitate innovation, without neglecting the associated risks.

As part of its powers, Banco de Cabo Verde will continue to pursue
its mission of regulating, supervising and promoting the proper
functioning of clearing and payment systems, opening new chapters in

Cabo Verdean Payment System Report — 2020 8



the history of payments in Cabo Verde, aware of the challenges of the
digital payment age.

Anténia Lopes

Banco de Cabo Verde Director
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Executive summary

The “Cabo Verdean Payment System Report - 2020” proposes to review
this atypical year, 1lived 1in a particularly adverse context, to
provide an analytical and detailed view of the temporal evolution of
aggregated statistical information regarding the use of payment
instruments, as well as describe the most relevant facts about the
transactions in the clearing and settlement systems, which, more than
ever, took on a central role in economic stability, by facilitating
transactions between economic agents and by allowing proper
implementation of monetary policy measures in times of a pandemic.

In fact, of the total number of transactions made in the country
using payment instruments, 86.4% were made with cards, accounting for
25,541,865 transactions, worth CVE 91.275 billion. 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, 3,163,128 transfers,
worth CVE 272.7863 billion, and 868,385 checks, totaling CVE 158.0672
billion, were processed.

A total of 26,676,454 transactions, worth CVE 15.310776 trillion,
were settled through the Deposit Management and Settlement System
(SGDL), of which 26,665,124 (99.9%), worth CVE 234.5006 billion (1.5%)
were settlements Dby clearing (Integrated 1Interbank Clearing and
Settlement System - SICIL). Gross settlements, which totaled 11,330
transactions (0.04%), continued to have a residual weight in terms of
the number of settlements in the SGDL, in contrast to their
significant weight in terms of value settled: CVE 15.0762754 trillion
(98.5%) .

Transactions processed through the SICIL decreased by 4.8% in
volume and 18.9% in wvalue, compared to the previous vyear, which
corresponds to an overall drop in total transactions processed (from
28,008,768 transactions, worth CVE 289.2361 billion in 2019, to
26,665,124 transactions, worth CVE 234.5006 billion in 2020).

In terms of payment infrastructure, we highlight the
implementation of the Universal Payment Confirmation or Basic Tracker
feature in the SWIFT (Society for Worldwide Interbank Financial
Telecommunications) network. It requires all banks to report the
status of the ©processing of MT103! messages received to their
correspondent. The feature started production in the November 2020
annual business release.

In the sphere of regulation, BCV continued with the regulation of
the legislative package for the Cabo Verdean Payment System, published
in November 2018, particularly Notice No. 8/2020, dated 26 October,
which establishes the guiding principles and minimum requirements that

! Standardized message from the SWIFT network used by financial institutions for
international transfers between customers
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retail payment systems operating in the country must meet to ensure
interoperability between them.

As part of its Oversight mission, 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 is
also responsible for centralizing the information reported by credit

institutions regarding the improper use of checks. 1In 2020, an
additional 95 wusers were registered at the Check Incident Report
Center (CIC), which represents a 50% decrease compared to 2019,

justified by the suspension of CIC activities during the State of
Emergency enacted due to the Covid-19 pandemic.

The Boxes 1in this edition of the Report, naturally, could not
neglect the current context, which is why we present a picture of the
use of payment means and instruments 1in times of the Covid-19
pandemic. Meanwhile, 1in the vyear 1in question, the Central Bank
continued 1its dedication to the study and monitoring of matters
related to technological innovation and 1ts impact on payment
services, which also resulted in other Boxes that address the effects
that digital payments can have on societies. Also highlighted in this
edition is a reflection on physical money and the continuity of its
use, 1in an age where so-called cashless societies are much debated at
an 1international level. From another perspective, the report also
proposes a reflection on how digital transformation can contribute to
the financial inclusion of populations, with a specific look at Cabo
Verde. Thus, digital transformation remains on Banco de Cabo Verde's
agenda, especially when the pandemic context imposes social distancing
and encourages societies to reinvent themselves.
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Chapter I - Payment Infrastructures

With the appearance of the first Covid-19 cases in Cabo Verde, as
of 29 March 2020, the entire national territory entered a State of
Emergency, with people being confined during most of the periods in
which the State of Emergency was in effect, in order to mitigate the
risks of contagion and safeguard the national health system from the
risk of collapse.

As the preferred channel for a significant portion of the
population that seeks banking products and services on a daily basis,
bank branches operated in a restricted manner during this period, with
online banking becoming an alternative.

The Cabo Verdean Payment System had to adapt to the new
environment, where settlement infrastructures and clearing systems
operated with contingency plans throughout much of the year. This
strategy made it possible to ensure the continuity of payment systems
and minimize the negative impacts of the pandemic on the national
economy .

1.1. Banking channels
1.1.1. Agencies and branches

The national bank network saw a slight increase, with the start of
operations of 2 new business units, with the bank concentration ratio?
preserving the downward trend seen in the last 2 years3?®. This
highlights the prominent position that the “traditional” Dbank
infrastructure (agencies and branches) continues to have in the
national payment system.

The two largest national Dbanking institutions saw a slight
decrease (1 pp) in their combined market share, although the latter
still remains above 50%.

Table I. 1 - Bank Concentration Index

2016 2017 2018 2019 2020
Two Largest Institutions 54,7 57,1 60,2 58,7 57,7
Otherinstitutions 45,3 42,9 39,8 41,3 42,3
Concentration ratio 1974,6 2182,7 2243,6 2182,2 2150,2

Source: Credit Institutions.

2 The 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, Dbetween 1,000 and 1,800 being moderate
concentration, and above 1800 being high concentration.

3 This analysis 1is supported by the value assumed by the Herfindahl-Hirschman
concentration index.
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The average growth rate of branches over the past 5 years was 1.4%
in 2020.

Table I. 2 - Banking System Structure

Volume: Units

Number of branches Number of demand deposit accountsin DC

2020 123 802723
2019 121 861090
2018 118 821954
2017 112 782016
2016 117 723277

Growth rate (%)

2020 1,7 -6,8

2019 2,5 4,8

2018 5,4 51

2017 -4,3 8,1

2016 1,8 5,7
Average Rate 1,4 3,4
Average Rate in 2019 1,3 5,9

Source: Credit Institutions.

The number of branches dedicated exclusively to serving the
business sector remained wunchanged from the previous year, at 12
units.

During 2020, the banking system added 37,519 new demand deposit
accounts. However, since a revaluation of the accounts base was done
this year which resulted in the exclusion of closed accounts, the
average growth rate for the last 5 years (3.4%) decreased by 2.5
percentage points, year-over-year. Of the total number of accounts
opened, 86.8% Dbelong to individuals (32,556 accounts), 11.8% to
companies (4,445 accounts) and the remaining 1.4% relate to other
types of accounts?* (518 accounts).

Compared to the previous vyear, 1,617 fewer new accounts were
opened during 2020, which may be due to the pandemic that has been
plaguing the country since March of that year and led to the adoption
of mandatory confinement measures and, subsequently, measures to
restrict access to Dbranches. Only the accounts referring to the
“companies” sector code saw growth (29.6%), as a result of the opening
of over 1,016 new accounts, compared to 2019.

4 Other types of accounts refer to accounts belonging to the Government, Financial

Institutions and Private Non-Financial Entities.
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Graph I. 1 - Sectoral Distribution of Demand Deposit Accounts in DC -
2020

= Companies = Other
86,8%

Source: Credit Institutions

As a relevant instrument for measuring the Cabo Verdean
population’s financial inclusion level, Banco de Cabo Verde annually
determines and discloses the bankarization rate (access to banking
services). This rate assumes that, in the financial inclusion process,
opening and accessing a payment account is a fundamental step, as it
is a necessary (although not sufficient) condition for acquiring other
financial products and services.

Thus, in order to learn about the evolution of the Cabo Verdean
population’s financial inclusion level in the 1last 5 years, the
bankarization rate was calculated, considering the entire resident
population in Cabo Verde, without any age discrimination.?®

5Starting 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 Dby 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 I.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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As 1in previous years, the data continues to show a growing trend
and suggest a high bankarization rate of the Cabo Verdean population,
which stood at 82.8% in 20206°.

Of the 22 municipalities in Cabo Verde, in 2020, four (Santa
Catarina do Fogo, Ribeira Grande de Santiago, S&o Lourenco dos Orgdos
and Sdo Salvador do Mundo) were still not yet covered by the banking
system’s branch network. The majority of branches are located in the
Sotavento (southern) region (71 Dbranches - 57.7% of the total
network), while the Barlavento (northern) region is fully covered by
the bank network, with a total of 52 branches distributed across the 8
municipalities that make up this region.

¢ 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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Thus, the bank network coverage remained unchanged compared to
recent vyears. On the other hand, the level of concentration of
branches (0.95) - calculated using the Pearson’ correlation coefficient

shows that the bank network is denser

in municipalities with the

largest population. Therefore, the municipality of Praia, home to
30.6% of the country's population, has 44 branches, that is, 35.8% of
the national bank network.
Graph I. 4 - Geographical distribution of banks - 2020
65 100%
60 90%
55
80%
50
45 70%
40 60%
235 48,0% -
2 . 50% ¥
e 30 g
o <
2 0% 5
2
20 30%
B 20%
b
10 4,9% 8,9% [ LAz
’ 4,9% ” L] 4,1% - 10%
5 2,4% 2,4% - :
L] L] -
L -
0 0%
Brava Boa Vista Fogo Maio Santo Antdo Sal S&o Nicolau Santiago S&o Vicente
Number of Branches " Weight [%]
Source: Credit Institutions
7 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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The presence of banks in the country has remained unchanged
compared to recent years. Therefore, of the seven banks, only three
(Banco Cabo-verdiano de Negdcios - BCN; Banco Comercial do Atléntico -
BCA; and Caixa Econdémica de Cabo Verde - CECV) were present on all

nine inhabited islands.

In terms of municipalities, CECV, BCA and BCN were present,
respectively, in 18, 17 and 12 of the country's municipalities.
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Box 1 - Impact of Covid-19 on payments and financial services

It is still early to draw conclusions on the scale of
the contribution of the Covid-19 pandemic to the
use of digital financial services, namely payment
services. However, it is undeniable that the
pandemic has reinforced the digitization trends of
societies and financial services themselves. So much
so that Covid-19 raised fintech, namely those
related to payments, in the regulatory and
supervisory agenda.

Source: https://www.rapyd.net/company/news/media-coverage/rapyd-research-featured-in-
forbes-Covid-19-pushes-more-people-towards-contactless-payments/

It is a cliché, but, in fact, the post-Covid-19 world will no longer
be the same. In 2020, social distancing, fear of contagion, concerns
about transmission through the use and handling of money, and social
restrictions accelerated global trends that were already underway,
leading people to change consumption habits and styles. Online
shopping is no longer Jjust a hobby, desire or preference of
consumers, having become a necessity, and digital payment solutions
and offers are, more than ever, the focus of Payment Service
Providers (PSP).

From being a preference and lifestyle (convenience, comfort and
speed), digital payments have also become a necessity and, being
reliable, they are increasingly accepted by consumers. The impetus
for this change in behavior suggests an even more dynamic scenario
in the digital transformation of payments, making PSPs more focused
on solutions that are also adjusted to the new normal.

According to the yStats® report released in June®, nearly 50% of
shoppers used digital payments more often after the pandemic, and
most plan to continue to do so even after the virus is contained.

Regulators recognized that fintech has assisted in efforts to fight
and mitigate the risks of contagion from the wvirus, but they have
also recognized the growing risks in the market, particularly
related to cyber security, operational risks, consumer protection
and fraud.

There were several examples of measures taken by regulators to
encourage the supply of digital financial services, including

8 yStats - It is one of the world's leading research companies. It 1is committed to
providing the most up-to-date and objective data on the Global E-Commerce and online
payments markets to industry-leading companies around the world.

° You can view the study here: https://www.ystats.com/market-reports/global-online-
payment-methods-2020-and-Covid-19s-impact/
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payments, in response to the pandemic crisis, and the results were
satisfactory. One such example is the Central Bank of Kenya, which
adopted measures to encourage payments using mobile phones in March
2020, namely reducing costs and increasing limits on daily
transactions. As early as June 2020, this same central bank reported
an increase of 1.6 million new users of this payment instrument.

Other measures were revealed Dby “The Global Covid-19 Fintech
Regulatory Rapid Assessment Study” (March and April 20201°), namely
responses related to KYC (Know Your Customer), AML (Anti Money
Laundering) and digital identity, and that, according to the study,
they may have been directly impacted by the Covid-19 pandemic. These
measures include facilitating, simplifying or allowing eKYC
(electronic KYC) where it did not exist, as well as digital on-
boarding practices, such as facilitating or allowing the wuse of
digital identification, digital or electronic signatures, simplified
or digital steps (facial recognition technique), among others.

The study also revealed that measures to relax some prudential rules
and stimulate the economy, in certain places, were also extended to
fintech. Specifically, 1in the Middle East and North Africa,
regulators claimed to have financial support programs directly aimed
at fintech, clearly recognizing its added value.

In Cabo Verde, where the first trends 1in the digitization of
financial services are still emerging, Banco de Cabo Verde issued
communiqués (March to May 2020), guided the supervised institutions
to favor digital channels in marketing financial services, such as
home banking and other digital solutions, and sensitize financial
service consumers to use these channels to make transactions, in
order to avoid gatherings that could imply a greater risk of
contagion.

It is not yet possible to say how decisive the contribution of the
Covid-19 pandemic to the digitization of financial services and to
cementing the global trend towards the digitization of societies was
and still is. After all, with regard to financial services, the
reflection of regulators is still necessary, namely, whether the
measures emerging from the pandemic crisis will be definitive, or at
what point they should be adjusted for posterity. One thing is for
sure, Covid-19 has revealed another face of our 1lives, that of
urgency and acceleration for change.

References:

https://www.tcs.com/impact-of-Covid-19-on-digital-payments
https://www.weforum.org/agenda/2020/10/Covid-19-financial-technology-fintech-
regulation/
https://www.pwc.in/assets/pdfs/consulting/financial-services/fintech/point-of-
view/pov-downloads/impact-of-the-Covid-19-outbreak-on-digital-payments.pdf
https://paygilant.com/Infographics/
https://medium.com/ipg-media-lab/the-long-lasting-impact-of-Covid-19-on-digital-
payments-40aa2bf4cbl9

https://www.bis.org/publ/arpdf/ar2020e3.htm
https://www.weforum.org/agenda/2020/10/Covid-19-financial-technology-fintech-
regulation/

10 World Bank and CCAF (2020), The Global Covid-19 FinTech Regulatory Rapid Assessment

Report, World Bank Group and the University of Cambridge.
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1.1.2. Online banking

Online banking 1is not necessarily a recent technological
innovation in the context of payment means and instruments. However,
it turns out that a significant portion of the population had not yet
considered using this digital channel to access a payment account
before the emergence of the Covid-19 pandemic.

Mandatory confinement, in force during the State of Emergency
periods enacted at various times in 2020, as well as the high risk of
contagion associated with physical contact with surfaces or even with
payment instruments such as cash, led consumers to take a different
approach regarding this channel, which, from the range of digital
payment solutions (which includes online banking), they now see as
necessary and, at the same time, a safe, easy and convenient
alternative for making remote payments.

Thus, it 1s to Dbe expected that, in the near future, online
banking, as well as other digital payment solutions, will experience
greater dynamism resulting from the need for digitization of societies
imposed by the Covid-19 pandemic.

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

Credit Institutions Year joining Site
Banco Comercial do Atlantico (BCA) 2003 BCA DIRECTO
Banco Interatlantico (BI) 2003 Bin@net
Caixa Econdmica de Cabo Verde (CECV) 2006 CAIXAnet
Banco Caboverdiano de Negdcios (BCN) 2007 BCNonline
Banco Angolano de Investimentos (BAI) 2011 BAI@net
International Investment Bank (l1B) 2012 BICVnet
Ecobank Cabo Verde (ECV) 2012 Ecobankonline

Source: Credit Institutions

The Online banking channel added 18,131 new accounts during 2020,
thus raising the total number of accounts associated with this channel
to 168,673. Through these accounts, customers made 88,320,941
transactions, representing a 50.3% growth compared to 2019.
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Graph I. 5 - Developments in online banking transactions
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Of these transactions made in 2020, 97.2% refer to transactions
not involving movement of funds.

Table I. 4 - Online Banking Transactions!!

Volume: Units; Value: million Escudos

2019 2020 Change %
Volume Value Volume Value Volume Value
Transactions not involving movement of funds (*) 57114712 - 86 045194 50,7 -
Transactions involving movement of funds 1631746 41122,7 2275747 74231,6 39,5 80,5
Intra-bank Transfers 1110901 32344,4 1350531 55655,1 21,6 72,1
Interbank Transfers 99077 5792,6 211589 14 488,5 113,6 150,1
Service payments 64801 580,2 136385 1080,0 110,5 86,1
Minutes added to mobile phones 311083 144,8 497210 240,6 59,8 66,1
Other 45884 2260,7 80032 2767,5 74,4 22,4

Source: Credit Institutions.
(*) An adjustment w as made to total Transactions not involving movement of funds in 2019, due to data now made available by a Cl and related to “other
queries” w hich w ere not made available in 2019.

In 2020, transactions that resulted in the movement of funds in
payment accounts saw a growth of 39.5% in volume and 80.5% in wvalue.

Note that all transactions involving the movement of funds between
payment accounts saw substantial growth rates compared to the same
period of 2019, both in wvolume and in wvalue, which reinforces the
position of this channel as an alternative to branches in times of
restrictions and limited physical contacts due to the Covid-19
pandemic.

Together, intra- and interbank transfers accounted for 68.6% of

1 Compared to previous reports, in 2019, “Service Payments” and “Minutes Added to Mobile

Phones” were extracted from the “Others” item, so as to Dbetter understand the
developments in these type of transactions through the online banking channel.
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the volume and 94.5% of the wvalue of transactions involving the
movement of funds, thus preserving their prominent position as the
most relevant transactions, both in volume and value, in the online
banking channel.

Using online Dbanking, companies and individuals made 136,385
service payments, worth CVE 1.08 billion, which, compared to 2019,
translates into a growth of 110.5% in volume and 86.1% in value.

These developments, once again, reinforce the importance of online
banking in a year marked by the new coronavirus (SARS-CoV-2) pandemic
and the consequent imposition of mandatory confinement, as well as the
recommendation of ©preventive measures to reduce the risks of
contamination, among which the wuse of digital payment channels and
instruments instead of physical ones.

1.2. Other channels

Cabo Verde’s Postal Service (CCV) and foreign currency exchange
offices are the other institutions that provide payment services to
the population as part of the Cabo Verdean Payment System. While
foreign currency exchange offices are primarily engaged 1in foreign
currency conversion, CCV offer money sending/receiving services
through international platforms (Western Union, MoneyGram and RIA).

Legislative Decree No. 9/2018, dated 28 November, which
establishes the 1legal framework regulating access to the work of
payment institutions and electronic money institutions, determined
that CCV are de jure payment and electronic money issuance
institutions.

In addition to providing payment services through its own system
of payments (national and international), in some parts of the
country, CCV act as an agent for Caixa Econbdmica de Cabo Verde (CECV),
providing banking services specific to that institution.

The structure of the CCV branch network remained the same as the
last three years, in 2020, with a total of 34 branches. Santiago, the
most populous island, has the highest number (41.2%) of CCV branches,
followed by Santo Antdo (14.7%), S&o Vicente (11.8%) and Fogo (8.8%).
The remaining 23.5% of this network is spread over the country’s other
five inhabited islands.

As 1in the previous vyear, 1in 2020 there were only 2 foreign
currency exchange offices operating in the country, with branches in
Santiago, S&do Vicente and Sal, the three more economically relevant
islands.
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Box 2 - Use of payment instruments in times of a pandemic (2020)

With the end of the State of Emergency on 29
May 2020 and the progressive lifting of
containment measures, the use of payment
instruments evolved positively throughout
the year. However, the permanence of the
risk of contagion by the virus in the country,
which imposed the maintenance of social
distancing rules, resulted in a continuous

: COVID-19 adaptation of Cabo Verdeans' payment

habits to the “new normal.”

s 3
)

Source: https://tnj.com/covid-concerns-—

continue-to-cool-stocks-momentum/

The world welcomed the year 2020 with the echoes of a disease
originating in the Chinese province of Hubei, city of Wuhan, but it
did not take long for the World Health Organization (WHO) to declare
it a global pandemic, when, in a short time, the virus proved it could
cross borders at breakneck speed and reach any country from north to
south. This confirmed the most serious health crisis of the last
century: Covid-19.

Also caught wup 1in this health crisis, Cabo Verde, 1like other
countries, declared, among other measures, a State of Emergency,
promoting social isolation, from 29 March to 29 May 2020, with only
essential services remaining in operation.

Measures to contain the spread of Covid-19, which included the closure
of international and domestic borders, had a significant impact on the
activity of national economic agents, be they consumers, companies,
banks or Government bodies.

With economic activity being reduced to only the essential and the
imposition of social distancing, it did not take long for the effects
(a generalized drop) to be felt in payment instrument use.

Transfers, as an instrument that allows for non-face-to-face payments,
was the only one to see growth in the number of transactions made
(20.4%), although there was an 18.4% decrease in terms of wvalue.
Transfers made through the online banking <channel should Dbe
highlighted, as they accounted for 41.6% of the total number of
transfers made in 2020.
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Infographic 1 - Transactions per payment instrument 2020 | Year-over-year rate of change
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Being a paper instrument used for payments only through bank branches,
checks saw a significant decrease (19.6% 1in volume and 17.9% in
value), thus confirming the downward trend seen in recent years.

Despite continuing to be the instrument most used by Cabo Verdeans,
transactions using the national card decreased by 3.1% in volume and
5.5% in value, due especially to the drop in cash withdrawals.

Infographic 2 - Transactions involving movement of funds on the Vinti4 network 2020 |
Year-over-year rate of change
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With flights suspended and borders <closed, international card
transactions saw a significant drop: cash withdrawals fell 48.9% in
volume and 45.7% in wvalue, compared to 2019 (239,294 fewer
transactions, worth CVE 2.789 billion). With regard to POS payments,
the drop was even more pronounced: 62.0% in volume and 65.5% in value
(451,279 fewer transactions, worth CVE 4.6633 billion).
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With the end of the State of Emergency on 29 May 2020 and the lifting
of restrictive measures, the wuse of payment instruments evolved
positively throughout the year. However, the permanence of the risk of
contagion by the virus in the country, which imposed the maintenance
of social distancing rules, resulted in a continuous adaptation of
Cabo Verdeans' payment habits to the “new normal.”

Sources and references:

o Febraban Observatory (V) - 2020 highlights. Expectations for 2021
(https://cmsportal.febraban.org.br/Arquivos/documentos/PDF/OBSERVAT%C3%93RI0%20FE
BRABAN%20-
$20DESTAQUES$202020%20E%20EXPECTATIVAS$202021%20DEZEMBR0O%202020 V1 iD%$20-
$20FINAL%20v3.pdf) ;

o Ministry of Finance - Directorate General of Treasury - Covid-19: Impact on the
Cabo Verdean Economy, June 2020
(https://www.mf.gov.cv/documents/20126/0/Coronavi%CC%8lrus Impacto+nat+Economia+Na
cional07062020+-+VF Publicac%CC%A7a%CC%830.pdf/89d3db57-9a7c-e4e1-d988-
d6e1573c7bcl?t=1593769063393) .

1.3. Payment networks
1.3.1. Vinti4 network

The vinti4 network had 8,887 payment terminals (Table I.5), with
199 automatic teller machines (ATM) and 8,688 points of sale (POS), as
at 31 December 2020. There was a 2.5% decrease and a 7.5% growth,
respectively, in ATM and POS, compared to 2019.

In 2020, the number of vinti4 cards issued decreased by 0.5% and
the number of international cards also decreased by 33.2%, compared to
2019.

Cards issued!? decreased by 5.1%, totaling 126,097 cards, compared
to 2019.

2 It includes card replacements/renewals and the issue of new cards (15 time).
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Table I. 5 - Vinti4 network cards and terminals

Volume: Units.

2016 2017 2018 2019 2020

Number of terminals 6566 6722 7312 8284 8887
ATMs 171 179 191 204 199
POS 6395 6543 7121 8080 8688

Cardsissued 105754 124328 121729 132868 126 097
Vinti4 Cards 93178 110586 106 883 114370 113748
International cards* 12576 13742 14 846 18498 12349

Growth (%)

Number of terminals 18,7 2,4 8,8 13,3 7,3
ATMs -1,2 4,7 6,7 6,8 -2,5
POS 19,5 2,3 8,8 13,5 7,5

Cardsissued 7,4 17,6 2,1 9,2 5,1
Vinti4 Cards 9,7 18,7 -3,3 7,0 -0,5
International cards -3,0 9,3 8,0 24,6 -33,2

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

There was an average of 22 ATMs per island and 9 per municipality.
With 170,236 inhabitants, the country's capital, Praia, has an average
of 1 (one) ATM per 2,102 inhabitants.

On S&o Vicente Island, the second largest population center in the
country, with 84,964 inhabitants, each ATM served an average of 3,034
inhabitants.

In Sal, each ATM served 1,469 inhabitants and in Boa Vista this
ratio was 1 (one) ATM per 2,485 inhabitants (Graph I.6). Although
these islands/municipalities have a lower population density, they
have good ATM coverage per inhabitant, due to tourism.

Graph I. 6 - ATM distribution per municipality
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At the end of 2020, there were 199 ATMs, with 70.4% (140 ATMs)
being concentrated in three credit institutions and the remaining
29.1% (58 ATM) distributed among four credit institutions and Banco de
Cabo Verde (1 ATM).

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

Volume: Units.
No.of ATMs| No.ofPOS |ATM weight (%)] POS weight (%)

Santiago 104 4079 52,3 46,9
Sal 28 1338 14,1 15,4
Sdo Vicente 28 1605 14,1 18,5
Boa Vista 8 614 4,0 7,1
Santo Antdo 11 468 5,5 5,4
Fogo 8 276 4,0 3,2
Sdo Nicolau 6 148 3,0 1,7
Maio 3 104 1,5 1,2
Brava 3 56 1,5 0,6

199 8688 100 100

Source: SISP.

Santiago Island continues to have the highest number of vinti4
network terminals installed nationwide, with 52.3% of ATMs and 46.9%
of POS. Sal and S&o Vicente also retained the prominent positions of
previous vyears, particularly as regards the number of POS installed.
In Sal, there were 1,338 POS (2019: 1,320 P0OS), while S&o Vicente had
1,605 (2019: 1,487 POS), accounting for 15.4% and 18.5% of the
national total, respectively.

On Boa Vista Island, the number of terminals decreased to 622 in
2020 (8 ATMs and 614 POS), thus accounting for 4.0% and 7.1%,
respectively, of ATMs and POS installed throughout the country. Due to
the Covid-19 pandemic, which caused a reduction in tourist demand,
some hotels had to close, leading to this reduction.

The remaining islands continued to have a residual presence of
vinci4 network terminals, together accounting for 15.6% of ATMs and
12.1% of POS installed and active.

Specifically in Santiago, the analysis continue to confirm the
individual weight of the municipality of Praia, with 78% (81 ATMs) and
82% (3,342 POS) of installed and active ATMs and POS.
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Table I.

7 - Transactions per Vinti4 network service channel

Volume: Units; Value: million Escudos.

Volume Value

ATM 13534169 43099,1
Transactions involving movement of funds 7325300 43099,1
Transactions not involving movement of funds 6208 869 -

POS 19155159 48 088,7
Transactions involving movement of funds 18 157 627 48 088,7
Transactions not involving movement of funds 997532 -

TELEVINTI4 86 057 87,1
Transactions involving movement of funds 58938 87,1
Transactions not involving movement of funds 27119 -

Total Transactions involving movement of funds 25541 865 91275,0

Total Transactions not involving movement of funds 7233520 -

Source: SISP.

There were 32,775,385 transactions on Vinti4 network,
representing a 3.5% decrease compared to the previous vyear (2019:
33,952,547 transactions). Of this total, 25,541,865 transactions
(77.9%) involved movement of funds, worth CVE 91.275 billion, in 2020.

Graph I. 7 - Vinti4 network transactions, both involving and not
involving movement of funds
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The movement of funds (Graph I.7) continues to be more significant
at POS (71.1%) than ATMs (28.7%). With regard to the Televintié
channel, the movement of funds continues to be small.
In terms of values, the trend seen in 2019 continued. POS (CVE
48.0887 billion) continued to see higher values than ATMs, with CVE

48.0887 billion in 2020.
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Table I. 8 - Developments in ATM and POS transactions?3

Volume: Units.
Value: million Escudos

2016 2017 2018 2019 2020
Terminals
ATM
Volume 11300381 12066 520 13104 827 14114997 13534169
Value 37673,7 41055,0 45014,0 48 326,8 43099,1
Terminals
POS
Volume 11856139 14819088 17 402 846 19750099 19155158
Vaue 33690,5 40618,3 47 822,4 55268,4 48 088,7
Growht (%)
Terminals
ATM
Volume 6,8 8,6 7,7 -4,1
Value 9,0 9,6 7,4 -10,8
Terminals
POS
Volume 25,0 17,4 13,5 -3,0
Vaue 20,6 17,7 15,6 -13,0
Source: SISP.

From the point of view of ATM channel use by island, the centers
with the highest population density continue to account for the
highest rates of transactions made in 2020, both in terms of the
volume (number) and value of transactions.

Graph I. 8 - Distribution of ATM transactions per island
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On Santiago Island, there were 6,980,020 transactions (51.6%),
worth CVE 21.997 Dbillion (51.0%), of which 75.2% (5,249,289
transactions), worth CVE 16.486 billion (74.9%) were made in the city
of Praia.

In Sdo Vicente, there were 2,363,565 transactions (17.5%), worth
CVE 7.9387 Dbillion, while Sal had 1,883,477 transactions, worth CVE
5.7429 billion. The remaining islands accounted for 17.0% of the total

13 The volume includes transactions both involving and not involving the movement of
funds.
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number of transactions (2,307,107) and 17.2% of the total wvalue
transacted through the ATM channel (CVE 7.4205 billion).

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

Volume: Units.

2016 2017 2018 2019 2020

Number of terminals 6566 6722 7312 8284 8 887
ATMs 171 179 191 204 199
POS 6395 6543 7121 8080 8688

Source: SISP.

A further 608 new terminals were installed in 2020, increasing the
number of POS in operation throughout the country to 8,688. Of these
POS, 7,051 (81.2%) had an agreement to accept international cards.

As for the transactions made, unlike previous years, there was a
decrease in volume (3%) and in wvalue (13%). A total of 19,155,159
transactions, worth CVE 48.0887 billion, were made. On average, 52,480
transactions, worth CVE 131.7 million, were made daily. Compared to
the previous vyear’s daily average, there were fewer transactions
(54,110), with the value also being lower (CVE 151 million).

Table I. 10 - POS service use per island

Volume: Units; Value: million Escudos.

2020 Weight (%)

Volume Value Volume Value
Santiago 9499652 28 050,3 49,6 58,3
Sal 2734153 6440,1 14,3 13,4
Sdo Vicente 4546 629 8573,3 23,7 17,8
Fogo 304 008 967,7 1,6 2,0
Santo Antdo 681076 1135,4 3,6 2,4
Sdo Nicolau 217989 389,0 1,1 0,8
Boa Vista 955817 2120,7 5,0 4,4
Maio 137286 263,5 0,7 0,5
Brava 78 549 148,7 0,4 0,3
Total 19155159 48 088,7 100 100

Source: SISP.

Santiago Island still has a high concentration of POS usage, with
49.6% of total transactions, corresponding to CVE 28.0503 Dbillion
(58.3%). The city of Praia, individually, accounted for 7,741,070
transactions (81.5%), worth CVE 24.6508 Dbillion (87.9%), of all
transactions made on the island of Santiago.

The island’s remaining municipalities made 1,758,582 transactions
(18.5%), worth CVE 3.3995 billion (12.1%).

Also regarding the wuse of the POS service, S&o Vicente saw
4,546,629 transactions (23.7%) and Sal 2,734,153 (14.3%). Unlike the
previous year, Sdo Vicente’s transactions were worth CVE 8.5733
billion and Sal’s only CVE 6.4401 billion, largely due to sanitary
restrictions that limited the entry of tourists into the country,
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taking into account the Covid-19 pandemic.

The other islands as a whole made 2,374,725 transactions (12.4%),
worth CVE 5.025 billion (10.4%).

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

At the end of 2020, 18,440 users were associated with the service,
a decrease of 2.3% compared to the previous year (2019: 18,882).

A total of 86,057 transactions were made, of which 68.5%
the movement of funds (Graph I1.9), worth CVE 87.1 million.
1.1% decrease in volume and a 46.9% growth in wvalue,

involved
There was a
compared to 2019.

Table I. 11 - Televinti4 - Transactions involving movement of funds
Volume: Units; Value: million Escudos.
2019 2020 Change %

Volume Value Volume Value Volume Value
Televinti4 transactions 87011 59,3 86 057 87,1 -1,1 46,9
Daily average 238 0,2 236 0,2 -0,9 49,1
Average value in escudos 681,1 1012,1
Source: SISP.

Taking into account the increase 1in processed values and the
decrease in the number of transactions, it can be seen that, compared
to the same period of the previous year, the average value per
transaction increased, standing at CVE 1,012.1 (2019: CVE 681.1).
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Likewise, with the decrease in the total number of transactions,
the daily average also decreased to 236 transactions in 2020, compared
to 2019 (238 transactions).

1.3.2. SWIFT

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.

During 2020, SWIFT implemented the Universal Payment Confirmation
or Basic Tracker feature, which requires all Dbanks to report the
status of the ©processing of MT103 messages received to their
correspondent. The feature started production in the November 2020
annual business release

As a secure channel for transmitting payment information, the
SWIFT network continued to prove extremely important to the financial
community.

Graph I. 10 - Monthly SWIFT traffic (million FIN messages)
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In 2020, according to statistical data released by SWIFT, more
than 9,526 million FIN messages (financial messages) were sent,
representing a 12.7% growth compared to 2019. The peak of FIN messages
(financial messages) was recorded on 31 March 2020, with a total of
38,754 million messages. Graph I.10 shows the evolution of monthly
SWIFTNET FIN message traffic during 2020, compared to 2019.
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Graph I. 11 - Distribution of FIN message traffic per market
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Graph I.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.

Year-over-year, total message traffic grew by around 12.7%, due to
the growth in the wvolume of payments, Treasury transactions,
securities and system, whose contributions were 6.4%, 18.9%, 18.7% and
19.6%, respectively

This dynamism inherent to the SWIFT network during 2020 signals
that, despite the pandemic and all the consequent constraints, the
services provided remained operational and without any interruptions,
thus allowing the continuity of international transfers, in a very
atypical context.
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Box 3 - Interbank clearing and settlement services

As an operator and provider of settlement infrastructure and
services 1in central bank money, Banco de Cabo Verde ensures the
management and efficient operation of the Integrated Interbank
Clearing and Settlement System (SICIL) and the Deposit Management
and Settlement System (SGDL) .

To this end, 1t ensures the final and irrevocable nature of
financial settlement in the SGDL, through single accounts held by
participants, which 1in 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. BCV's work 1is guided by the mitigation of risks inherent to
SICIL and SGDL and, particularly in the latter, the systemic risk of
contagion among its participants, where the inability of one or more
participants to act as expected causes other participants to be
unable to meet their obligations when due.

Financial Settlement

The purpose of the SGDL is 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 also supports participants in
managing their funds, as it provides them with information

throughout the day and allows them to check the balance of their
accounts with BCV.

The settlement session in the SGDL is divided into two subsections:
(i) the Normal period (from 8 am to 3 pm), allowing the settlement
of all eligible transactions in the system and ii) the Pre-closing
Period (from 3 to 4 pm), which restricts settlement to specific
transactions. Although the closing time for transaction settlements
in SGDL has been set for 4 pm, it may be extended in extraordinary
situations and after proper analysis of the situations.

Interbank clearing

The SICIL includes the following:

(i) ystem for clearing Checks and Related Documents;

(ii) Electronic Funds Transfer system; and

(iii) System of transactions processed through the vitti4 network.

These systems cover the direct participation of credit institutions,
in addition to the Treasury and BCV.

For interbank clearing, the SISP's interbank communication network
is used as a channel for the transmission of information between
SICIL participants and, after their information has been processed,
each participant receives the results, with SISP then providing the
information to BCV for settlement of the balances calculated.
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1.4. Financial Settlement and Interbank Clearing
1.4.1. Financial Settlement
Deposit Management and Settlement System (SGDL)
In 2020, a total of 26,676,454 transactions, worth CVE 15.310776

trillion, were processed through the SGDL. This value is equivalent to
about 87 times the nominal GDP (at current!? prices) generated in that

year.
Table I. 12 - Transactions settled in the SGDL
Volume: Units.
Value: million escudos.
2019 2020 Change (%)

Volume Value Volume Value Volume Value
Settlement by Clearing - SICIL 28008768 289 236,0 26665124 234 500,6 -4,8 -18,9
Checks 305080 74 425,6 257971 65733,5 -15,4 -11,7
Interbank Transfers 740963 158771,7 892 480 129614,1 20,4 -18,4
Vinti4 network 26962725 56 038,7 25514673 39153,0 -5,4 -30,1
Settlement per transaction 11755 9459638,4 11330 15076 275,4 3,6 59,4
Foreign Exchange Market 3495 84279,1 3051 72 468,3 -12,7  -14,0
Money Market 2604 9307891,0 3136 14 939 265,7 20,4 60,5
Stock Exchange 1300 26 882,7 1238 26 014,5 -4,8 -3,2
Deposits and withdrawals 1775 36061,1 1352 30092,8 -23,8 -16,6
Other transactions 2581 4524,5 2553 8434,1 -1,1 86,4
Total 28020523 9748 874,4 26 676 454 15310776,0 -4,8 57,1

Source: Banco de Cabo Verde.

Due to the pandemic caused by the new coronavirus (SARS-CoV2), for
the first time since the SGDL started operating, the number of
transactions processed 1in that system had an annual inflection (-
4.8%). The value maintained its annual growth trend (57.1% in 2020),
influenced mainly by Money Market transactions and reflecting the
measures implemented by BCV to support the economy and contain the
effects of the pandemic.

Graph I. 12 - Developments in transactions settled in the SGDL
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% BCV's projections for the GDP, at current prices, for 2020, stood at CVE 175.807
billion.
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As for settlement by clearing, the only system that, in terms of
volume, influenced the total number of transactions settled in the
SGDL positively, in 2020, was interbank transfers, with a 20.4% growth
compared to the previous year. Despite having driven the increase in
the volume of transactions in recent years, the vinti4 network this
time recorded a 5.4% decrease compared to the previous year. Checks,
on the other hand, exhibited a 15.4% decrease in terms of volume
processed, compared to 2019.

Although the number of checks processed by clearing has been
showing a downward trend since 2017, the decrease seen in 2020 is 10.3
times higher than the average of the previous three vyears. This
situation could be due to the confinement/State of Emergency,
deceleration of economic activity, and users’ increased preference for
digital payment instruments since the SARS-CoV pandemic Dbegan to
affect the country.

In 2020, the Cabo Verdean payment system maintained the
(international) trend where retail systems process the bulk of the
volume of payments made, with the systems that make up SICIL
accounting for 99.9% of the total number of transactions settled.

As an RTGS!> settlement system, the SGDL has a systemic importance
in the Cabo Verdean financial system. This 1is attested by the weight
(98.5%) of the settlement value per transaction (CVE 15.0762754
trillion) in the total value settled in this system.

Graph I. 13 - Overall movement of transactions settled in the SGDL
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In 2020, settlement per transaction decreased by 3.6% in volume
(425 fewer transactions), despite its 59.4% increase in wvalue (+CVE
5.616637 trillion). Thus, the average value of this type of settlement
increased from CVE 804.7 million in 2019 to CVE 1.3307 billion in
2020, which reflects a growth of 65.4%.

15Real—time gross settlement.
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As shown by the weight distribution of gross settlements (Graph
I.14), the high concentration of 1liquidity risk in transactions
originating in the Money Market remains evident, as they account for

99.1% (CVE 14.9392657 trillion) of the total value settled and 27.7%
of the total number of transactions processed.

Foreign exchange market transactions and
withdrawals made by banks represent,

value settled, even though, in terms of wvolume, their respective
weight is 26.9% (3,051 transactions) and 11.9%
Both types of transactions

cash deposits and
in aggregate, 0.7% of the gross

(1,352 transactions).

saw decreases, both in wvolume (foreign
exchange market: 12.7%; cash deposits and withdrawals: 23.8%), and in

value (foreign exchange market: 14.0%; cash deposits and withdrawals:
16.6%). This could be linked to the fact that banks’ operations were
restricted by the Covid-19 pandemic, especially during the periods of
confinement imposed by successive States of Emergency.

Graph I. 14 - Distribution of the weight of gross

settlements in the
SGDL
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The Cabo Verde Stock Exchange (BVC)

sent 1,238 transactions, worth
CVE 26.0145 Dbillion, to the SGDL

for gross settlement, which
translates into a weight of 10.9% and 0.2%, respectively, of the total

number of transactions processed and the total gross value settled. Of
this amount, CVE 25.2861 billion (97.2%)
securities. Other Transactions,
in the SGDL,
transaction.

correspond to Government
which includes Transfers made directly

make up the remaining 22.5% of the volume settled per
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Table I. 13 - Average daily transactions settled in the SGDL'*

Volume: Units.
Value: million escudos.

2019 2020 Change (%)
Volume Value Volume Value Volume Value
Settlement by Clearing - SICIL 111588,7 1152,3 106 235,6 934,3 - 4,8 - 18,9
Checks 1215,5 296,5 1027,8 261,9 - 15,4 - 11,7
Interbank Transfers 2952,0 632,6 3555,7 516,4 20,4 - 18,4
Vinti4 network 107 421,2 223,3 101652,1 156,0 - 5,4 - 30,1
Settlement per transaction 46,8 37 687,8 45,1 60064,8 - 3,6 59,4
Foreign Exchange Market 13,9 335,8 12,2 288,7 - 12,7 - 14,0
Money Market 10,4 37083,2 12,5 59519,0 20,4 60,5
Stock Exchange 5,2 107,1 4,9 103,6 - 4,8 - 32
Deposits and withdrawals 7,1 143,7 5,4 119,9 - 23,8 - 16,6
Other 10,3 18,0 10,2 33,66 - 11 86,4
Total 111635,5 38 840,1 106 280,7 60999,1 - 4,38 57,1

Source: Banco de Cabo Verde.

The average number of transactions settled in the SGDL per day, in
2020, (Table I.13) stood at 106,281, worth CVE 60.9991 billion, which
translates into a 4.8% decrease in volume and a 57.1% increase in
value, compared to the previous vyear. Transactions settled in the
Money Market contributed 97.6% (CVE 59.519 billion) to the daily
average value settled in the SGDL. Note also that, among the range of
transactions settled in the SGDL, those from the money market were the
only ones that saw growth both in volume (20.4%) and in wvalue (60.5),
in terms of daily average.

During 2020, settlement (by clearing) in the SICIL corresponded,
on average, to 106,236 transactions, worth CVE 934.3 million, per day.
That is, compared to the previous vyear, 5,353 fewer transactions,
worth CVE 218.1 million, were settled daily. In terms of annual growth
rates, settlement in the SICIL decreased 4.8% in volume and 18.9% in
value.

All systems that make up the SICIL saw decreases in terms of value
(checks: 11.7%; interbank transfers: 18.4%; wvinti4 network: 18.4%),
with only interbank transfers recording an increase in terms of volume
(20.4%) .

Notwithstanding this overall negative performance of clearing
systems, in 2020, the Vinti4 network preserved its top position in
terms of settled volumes, contributing to the settlement of 25,514,673
transactions (95.7%). As in the previous year, the system for clearing
interbank transfers stood out in terms of the volume settled,
processing CVE 129.6141 billion (55.3% of the total value).

6 The check clearing and electronic funds transfer systems, as well as the other gross
settlement systems in the SGDL, operated 251 days in 2019 and 251 days in 2020. 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
per settlement time, there 1is a greater concentration of settlements
in the normal period (between 9 and 10 am),
balances (vinti4 network, checks and
transactions abroad, credit institutions’
purchase and sale of foreign currency,
market transactions.

which covers the clearing
transfers), the Treasury’s

transactions involving the
and reimbursements of open

It follows, therefore, that there were no "disturbances" or

constraints with impacts on the functioning of the settlement system,
in the context of the Covid-19 pandemic, in general, and while the

State of Emergency with imposition of confinement was

in force, in
specific.

Graph I. 16 - Concentration of cash flow per settlement period
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Thus, the system continued to record a denser concentration of
liquidity flow in the normal period, with a weight of 89.2% of the
total number of transactions (19,030) sent for settlement in the SGDL.

1.4.2. Interbank clearing
Integrated Interbank Clearing and Settlement System (SICIL)

Overall, 26,665,124 transactions, worth 234.5006 billion, were
processed in the SICIL in 2020, representing a decrease of 4.8% in
volume and 18.9% in wvalue, compared to the previous year (2019:
28,008768, worth CVE 289.2361 billion).

With regard to the average value of transactions, in the Checks
system it stood at CVE 0.3 million, in the Transfers system it
remained at CVE 0.2 million, and in the Vinti4 network system it stood
at CVE 0.002 million (Graph I.17).

The downward trend in the Checks system continued to worsen in
2020, with a decrease of 15.3% and 11.6% in volume and value,
respectively.

Graph I. 17- Distribution of average value per transaction in the
SICIL
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In general, the clearing systems that process retail payments
showed a substantial decrease 1in volume, compared to the previous
year, with the exception of Transfers, which showed a growth of around
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20.4% in volume, although it decreased by 18.4% in value. The Vinti4
network decreased by 5.4% in volume and 30.1% in value.

Graph I. 18 - Integrated Interbank Clearing and Settlement System
(SICIL)
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As in previous years, in 2020 the Vinti4 network system maintained
its prominent place in terms of representation in the SICIL,
accounting for 95.7% of the number of transactions cleared, despite a
decrease 1in the total number of transactions, bucking the trend
(steady increase) of recent years.

Regarding processed values, the Checks and Transfers systems again
had the greatest weight, together accounting for 83.3% of the total
(2019: 80.6%). The weight of the Checks system in terms of value
increased by 2.3 p.p., while the weight of the Interbank Transfers
system increased by 0.4 p.p., compared to 2019.

Checks and Related Documents

Despite the gradual decrease in the use of the Checks and Related
Documents system that had been recorded, the slowdown in business
activities caused by the confinement led this system to experience an
even more significant fall, compared to previous years; that is, about
11.6% in wvalue and 15.3% in volume, compared to 2019, showing an
average of 21,247 Checks per month (Table I.14).

In terms of volume, there was also a decrease in almost every
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month, with the exception of March, which grew by 11.2%. Regarding
values cleared in the Checks and Related Documents system, in each
month compared to the previous year, the months of January, March and
June saw increases of 2.3%, 23.7% and 2.6%, respectively. The average
value per cleared Check remained unchanged (CVE 0.3 million), compared
to the previous year.

Note that, compared to 2019, the decrease in the number of Checks
submitted was more significant in April (56.7%), while the less
significant decrease (1.6%) happened in February.

Table I. 14 - Monthly data on checks submitted for clearing

Volume: units.
Value: million escudos.

2019 2020 Change %

Volume Value Volume Value Volume Value

January 25082 6993,0 24342 7155,2 -3,0 2,3
February 23384 6959,9 23000 5446,3 -1,6 -21,7
March 24345 5473,6 27072 6772,1 11,2 23,7
April 24383 5745,7 10562 3413,6 -56,7 -40,6
May 26490 5663,1 16066 4091,9 -39,4 -27,7
June 22499 5287,2 21142 5426,0 -6,0 2,6
July 26877 5776,1 22197 5682,4 -17,4 -1,6
August 24311 5794,3 20546 5057,0 -15,5 -12,7
September 23773 5711,1 21570 4972,2 9,3 -12,9
October 26525 5849,3 21996 4926,7 -17,1 -15,8
November 24657 5900,9 21209 4569,4 -14,0 -22,6
December 28734 7651,8 25257 6817,7 -12,1 -10,9
Total 301060 72806,1 254959 64330,4 -15,3 -11,6
Daily average 1199 290,1 1016 256,3 -15,3 -11,6
Monthly average 25088 6067,2 21247 53609 -15,3 -11,6

Source: SISP.

In 2020, 1,016 Checks, worth CVE 256.3 million, were cleared
daily. That is, 184 less Checks (-CVE 33.8 million) than in 2019. The
months of April and May saw sharp decreases (volume and value),
presumably caused by the restricted operation of bank branches due to
the Covid-19 pandemic. Of the total number of Checks processed, the
largest volume occurred in December (25,257) while the largest wvalue
in January (CVE 7.1552 billion).
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Table I. 15 - Checks and returns submitted for clearing (monthly)

Volume: Units.
Value: million Escudos.

Checks Returns

Volume Value Volume Value
January 24342 7155,2 326 127,4
February 23000 5446,3 254 122,6
March 27072 67721 294 124,99
April 10562 3413,6 210 79,0
May 16066 4091,9 158 65,8
June 21142 5426,0 256 92,4
July 22197 56824 226 65,9
August 20546 5057,0 197 283,1
September 21570 4972,2 344 116,0
October 21996 4926,7 227 90,4
November 21209 4569,4 207 70,3
December 25257 6817,7 313 165,4
Total 254959 64330,4 3012 1403,1

Monthly average 21247 5360,9 251 116,9
Total 2019 301060 72806,1 4020 1619,5

2019 Monthly average 25088 6067,2 335 135,0

Source: SISP.

Of the 257,971 Checks processed in the year under analysis, worth
CVE 65.7335 Dbillion, 3,012 corresponded to returns (CVE 1.4031
billion), representing a decrease in volume (25.1%) and in value (13
.4%), compared to the same period of the previous year.

The downward trend in the number of Returned checks continued in
2020, with the highest volume seen in September (344), followed by
January (326), while the highest values were seen in August (CVE 283.1
million) and December (CVE 165.4 million).

Table I. 16 - Checks and returns submitted for clearing

Volume: Units.
Value: million Escudos.

2019 2020 Change %
Volume Value Volume Value Volume Value
Checks 301060 72806,1 254959 64330,4 -15,3 -11,6
Returns 4020 1619,5 3012 1403,1 -25,1 -13,4
Total 305080 74425,6 257971 65733,5 -15,4 -11,7
Daily average 1215 296,5 1028 261,9 -15,4 -11,7

Source: SISP.

Analyzing the monthly average of returns, compared to the previous
year, we see a 25.1% decrease in volume, from 335 documents, in 2019,
to 251, in 2020, worth CVE 116.9 million, which is 13.4% less than the
previous year (2019: CVE 135 million escudos).

Regarding the weight of truncated and non-truncated checks, the
trend of previous years was maintained, with the number of non-
truncated Checks (131,803) being higher than that of Truncated Checks
(123,156), in relation to the total volume of Checks submitted for
clearing (Graph I.19).
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Graph I. 19 - Weight of truncated and non-truncated checks
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With regard to wvalue, non-truncated Checks account for 97.5% of
the total (CVE 62.7092 Dbillion), while Truncated Checks have a
residual weight of 2.5% (CVE 1.6212 billion).

The monthly average of truncated Checks in the year in question
stood at 10,263, worth CVE 135.1 million, while non-truncated reached
a monthly average of 10,984 Checks, worth CVE 5.2258 Dbillion,
presented for clearing.
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Table I. 17 - Returned checks per reason for return

Volume: Units.
Value: million escudos.

Reasons for return
2019 2020
Volume Value Volume Value
By Drawee institution
Non-clearable 156 29,1 117 25,5
Lack of key Requirement 372 164,4 368 197,0
Lack of or insufficient funds 1678 553,3 975 386,7
Irregular Withdrawal 423 338,0 285 106,1
Irregular Endorsement 5 1,5 5 0,2
Check with revoked funds - for just cause - - 1 1,1
Check without revoked funds - for just cause 3 0,9 2 3,1
Check with revoked funds -submitted after the deadline - - 1 0,1
Check without revoked funds -submitted after the deadline 5 0,2 1 1,2
Blocked account 34 4,5 34 13,6
Suspended account 1 0,0 1 0,0
Closed Account 1 0,0 4 0,1
Poor Forwarding 91 24,5 140 32,1
Account Number does not exist 10 1,0 6 5,3
Check Number does not exist 14 2,6 15 4,0
Errorindata 90 19,3 27 4,4
Incorrectly Indicated Amount 396 101,0 303 123,6
Check not Submitted - - - -
Duplicate record 343 57,7 32 117,9
No stamp/submission reference/no endorsement 1 0,2 2 0,1
Counterfeit check with funds - - - -
Counterfeit check without funds - - - -
Return at the request of borrowinginstitution 51 15,7 25 1,0
Image not received or unreadable 275 292,9 576 327,5
Borrowing Institution’s Failure to Clear - - - -
By Borrowing Institution - -
Invalid reason for return 15 0,8 29 12,7
Poor Forwarding 2 0,5 5 28,8
Duplicate record 1 0,0 5 0,5
Return after Deadline 53 11,3 53 10,8
Total 4020 1619,5 3012 1403,2

Source: SISP.

The most prominent reason for returning Checks continues to be
“Lack of or insufficient funds,” accounting for 32.4% of total returns
(Table I.17). With regard to the rate of change, Checks returned for

this reason increased by 9.3% in 2020, compared to the previous year.

“Image not received or unreadable” follows as the second main
reason for returns, although accounting for only 19.1% (2019: 6.8%).
The third main reason for returns, as in the previous year, continues

4

to be “Lack of key requirement,” totaling 368 returns.

The main reasons for returns made by borrowing institutions, but
attributable to withdrawing institutions due to non-conformities
detected in the withdrawing institutions (namely “invalid reason for

’ 4

return,” “poor forwarding,” “duplicate records” and “return after the

deadline) accounted for 3.1% of total returns.

The largest number of checks submitted remains in the up to CVE
30,000 wvalue Dbracket (48.3%, as in 2019), while the highest wvalue
remains in the CVE 5 to CVE 10 million bracket, with a weight 17.4%,
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although lower than in 2019, where it had a weight of 25.8% (Graph
I.20 and Table I1.18).

Graph I. 20 - Checks submitted and returned for clearing per value
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Although they represent the second highest concentration of values
(CVE 9.8849 Dbillion), In the year under review, the Checks submitted
for clearing with wvalues ranging from CVE 100,001 to CVE 500,000
decreased by 17.1% and 18.0% in volume and value, respectively, in
relation to 2019.

Table I. 18 - Checks submitted for clearing per value bracket

Volume: Units.

2020
Value: million Escudos.
submitted Returned Weight of Checks Annual Change (%)
Submitted (%) Submitted Returned
Volume Value Volume Value Volume Value  Volume Value Volume Value
1 10000 53867 302,4 182 1,3 21,1 0,5 -15,0 -15,5 -29,5 -22,2
10001 20000 41707 625,0 151 2,5 16,4 1,0 -15,5 -15,4 -43,2 -39,3
20001 30000 27625 694,4 145 3,7 10,8 1,1 -15,8 -15,9 -18,1 18,3
30001 50000 31675 1263,8 572 23,1 12,4 2,0 -19,9 -19,8 -1,5 -0,6
50001 100000 35017 2503,5 616 45,9 13,7 3,9 -15,5 -16,7 -6,1 3,4
100 001 500 000 44793 9884,9 865 199,3 17,6 15,4 17,1 -18,0 46,8 48,4
500001 1000000 10295 6366,7 201 155,3 4,0 9,9 3,4 12,7 9,0 5,4
1000001 2000000 4672 6435,0 167 234,3 1,8 10,0 -7,9 -12,5 27,5 25,1
2000001 3000000 1683 3965,4 40 114,3 0,7 6,2 -6,6 -13,2 33,3 49,7
3000001 4000000 808 2824,9 19 76,1 0,3 4,4 -16,5 19,1 13,6 7,7
4000001 5000000 603 2769,9 30 247,1 0,2 4,3 -19,8 21,1 87,5 185,7
5000001 10000000 1485 11216,8 20 239,2 0,6 17,4 14,5 21,8 -4,8 36,9
10000001 20000 000 504 6522,7 4 60,9 0,2 10,1 24,1 12,5 50,0 44,3
20000001 100000000 210 7296,5 0 0,0 0,1 11,3 -14,6 -23,9 -100,0 -100,0
>100.000.000 15 1658,3 0 0,0 0,0 2,6 7,1 -51,5
Total 254959 64330,4 3012 1403,1 100 100 -15,3 -11,6 -25,1 -13,4

Source: SISP.

Also regarding Checks submitted, the highest growth in terms of
volume happened in the CVE 10,000,001 to CVE 20,000,000 value bracket,
up 24.1% compared to 2019, while in terms of value it occurred in the
CVE 5,000,001 to CVE 10,000,000 bracket, with an increase of 21.8%.
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Analyzing the decreases, in terms of volume, the largest occurred in
the CVE 30,001 to CVE 50,000 bracket (19.9%), while in terms of wvalue,
checks worth more than CVE 100,000,000 had the most significant
decrease (51.5%), compared to 2019.

Analyzing the returns, we find that the wvalue bracket with the
highest weight, in terms of volume, remains that between CVE 100,001
and CVE 500,000, with 28.7% of the total, while in terms of wvalue, the
CVE 4,000,001 to CVE 5,000,000 bracket stands out, with 17.6% of the
total value returned in 2020. Note also the fact that, unlike in 2019,
there was no return in the Checks worth between CVE 20,000,001 and CVE
100,000,000 or more.
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Box 4 - Check Incident Report Center (CIC)

The pandemic crisis caused by the new coronavirus led to a State of
Emergency being declared in Cabo Verde at the end of Q1 2020 and, in
this period, the CIC activities were suspended from March to May 2020.
This suspension covered the handling of communications received from
credit institutions and removal requests made by credit institutions,
as well as the provision of any CIC information to credit
institutions, LUR disclosure and service to the general public.

Notwithstanding the resumption of activities as of June 2020, customer
service, however, had to be adjusted to the new times, due to the
pandemic, being offered only via telephone or email.

Infographic 3 - Check Incident Report Center Summary, 2020
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The Check Incident Report Center (CIC) is an information system
managed by Banco de Cabo Verde that aims to centralize information
received from credit institutions or from court rulings/orders
regarding Check users who misuse this payment instrument. It complies
with the requirements established in Legislative Decree No. 12/95,
dated 26 December, as amended by Legislative Decree No. 12/2010, dated
8 November 2010, and in Banco de Cabo Verde’s Technical Instruction
issued by Circular Series A, No. 163, dated 23/11/2011.
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Electronic Funds Transfers

The Electronic Funds Transfers system was responsible for
processing an average of 74,333 Transfers, worth CVE 10.7926 billion,
per month.

Table I. 19 - Monthly transfers processed through the clearing system

Volume: Units.
Value: million escudos.

2019 2020 Change %

Volume Value Volume Value Volume Value

January 50306 11149,7 56162 10920,8 11,6 -2,1
February 54682 10898,8 61914 11699,7 13,2 7,3
March 57211 12892,7 69503 13251,0 21,5 2,8
April 60036 12934,0 61492 9556,0 2,4 -26,1
May 65082 13174,7 69480 8758,3 6,8 -33,5
June 58479 11953,5 74241 9287,1 27,0 -22,3
July 63324 12874,7 75585 10923,7 19,4 -15,2
August 62046 15236,5 72122 102255 16,2 -32,9
September 60037 12413,6 75670 9 855,7 26,0 -20,6
October 67337 12973,7 86128 10659,3 27,9 -17,8
November 64914 12948,0 87086 11773,4 34,2 9,1
December 76504 19237,3 102614 12600,2 34,1 -34,5
Total 739958 158687,3 891997 129510,8 20,5 -18,4
Daily average 2948 632,2 3554 516,0 20,5 -18,4
Monthly average 61663 13223,9 74333  10792,6 20,5 -18,4

Source: SISP

In 2020, the peak in processing in terms of volume occurred in
December (102,614), while in terms of wvalue it happened in March
(13,251). November (34.2%) and December (34.1%) saw the highest
increases in the number of interbank transfers.

On average, 3,554 Transfers, worth CVE 516.0 million, were
processed daily, representing a decrease of 18.4% in value, compared
to the previous year (2019: CVE 632.2 million).

In the last five years (2016-2020), the average value per
transaction processed has remained at CVE 0.2 million.
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Table I. 20 - Transfers and returns submitted for clearing

Volume: units
Value: million escudos

Transfers Returns
Volume Value Volume Value
January 56162 10920,8 25 27,1
February 61914 11699,7 20 2,0
March 69503 13251,0 29 36,4
April 61492 9556,0 22 1,4
May 69480 8758,3 31 1,3
June 74 241 9287,1 65 13,3
July 75585 10923,7 47 2,1
August 72122 10225,5 40 6,8
September 75670 9855,7 46 1,9
October 86128 10659,3 39 4,9
November 87086 11773,4 53 2,3
December 102614 12600,2 66 3,8
Total 891997 129510,8 483 103,3
Monthly average 74333 10792,6 40 8,6
Total 2019 739958 158687,3 1005 84,5
2019 Monthly average 61663 132239 84 7,0

Source: SISP.

In 2020, returned Transfers showed a very significant decrease in
terms of wvolume (51.9%), compared to 2019, despite the increase in
value (22.2%).

Of the 892,480 Transfers processed, worth CVE 129.6141 billion,
only 483 were returned (CVE 103.3 million), thus confirming the
insignificant weight of returns in the total processed.

Observing the trend in average monthly returns, we see a marked
decrease in volume (from 84, in 2019, to 40, in 2020), corresponding
to CVE 8.6 million escudos, despite an increase in terms of value,
compared to the previous year (2019: CVE 7.0 million). The month of
December saw the highest volume of returned Transfers (66), while
March recorded the peak of returned values (CVE 36.4 million).

Graph I. 21 - Transfers submitted for clearing per participant
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Following the trend of previous years, the Treasury continues to
be responsible for the largest wvolume of Transfers (50.7%) processed
through this system, followed Dby Credit Institutions (CI) which,
together, accounted for 47.9% of total transactions.

The Treasury cleared 452,624 Transfers, worth CVE 46.0566 billion,
which resulted in an increase of 25.0% in volume and a decrease of
7.5%, 1in terms of value, compared to the previous year. The average
value of transactions cleared by the Treasury stood at CVE 0.1 million
per transaction.

CIs cleared a total of 427,210 Transfers, worth CVE 80.3343
billion, with the average value remaining at CVE 0.2 million per
transfer, as in 2019.

Banco de Cabo Verde continued to have a low share, accounting for
1.4% of the total volume and 2.4% of the processed value, despite the
average amount of CVE 0.3 million per transfer (as in 2019), resulting
from the processing of 12,163 documents, worth CVE 3.1198 billion.

Graph I. 22 - Transfers submitted and returned for clearing per
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The largest volumes (97.2%) and values (97.6%) continue to be
processed at closing 1 and, similarly to last year, this closing saw
the largest number of returned Transfers (volume: 99, 6%; value:
92.2%), although the SICIL regulation states that Transfer returns
must occur at closing 2.

Analyzing Transfers per transaction code, we found that “Other
Transfers” (52%) and “Fees” (44%) were the types of Transfers most
processed at closing 1, in terms of volume. The first type, however,
had a much higher weight in terms of value (81.3%), in relation to the
total submitted.
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Table I. 21 - Transfers per closing and transaction code

Volume:units.

Transaction code Value: million Escudos
Submitted Returned
Volume Value Volume Value

Closing 1
Rent/Lease 25681 908,8 10 0,1
Fees 381275 20066,9 108 4,5
Other Transfers 450638 102799,6 359 88,9
Other 9518  2585,0 4 1,7
Total 1 867112 126360,4 481 95,2

Closing 2
Fees 12830 659,1 0 0,0
Other Transfers 11843 2476,9 2 8,1
Other 212 14,3 0 0,0
Total 2 24 885 3150,4 2 8,1
Grand total 891997 129510,8 483 103,3

Source: SISP.
However, with regard to closing 2, it appears that "Other

Transfers" had the greatest weight only in terms of value processed
(78.6%), with Transfers under "Fees" standing out in terms of volume
(51.5%) .

Table I. 22 - Transfers submitted for clearing per service code

Volume: units.
Value: million escudos.

Service code

2019 2020 Change %

Volume Value Volume Value Volume Value

Closing 1
Transfer orders with BIN 721569 152063,6 867112 126360,4 20,2 -16,9
Total 1 721569 152063,6 867112 126360,4 20,2 -16,9

Closing 2
Transfer orders with BIN 18389 6623,7 24 885 3150,4 35,3 -52,4
Total 2 18 389 6623,7 24 885 3150 35,3 -52,4
Grand Total 739958 158687,3 891997 129510,8 20,5 -18,4

Source: SISP.

“Transfer Orders with BIN” made at closing 1, in 2020, increased
by 20.2% in volume and decreased by 16.9% in wvalue, compared to the
previous year. At closing 2 there was a significant decrease (around
52.4%) in values submitted, compared to the year 2019.
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Table I. 23 - Transfers returned for clearing per closing and service
code

Volume: Units; Value: million Escudos.
Service Code 2019 2020 Change %
Volume Value Volume Value Volume Value

Involving movement of funds

Closing 1
Return of transfers with BIN 195 25,8 210 72,2 7,7 179,7
Response to request for transfer return from
paying participant with accountingvalue 788 50,9 214 17,0 72,8 66,6
Total 1 983 76,7 424 89,2 -56,9 16,3
Closing 2
Return oftransfers with BIN 4 6,5 1 8,1 -75,0 24,2
Response to request for transfer return from
paying participant with accountingvalue 18 1,2 58 6,0 222,2 398,6
Total 2 22 7,7 59 14,1 168,2 82,3
Grand total 1005 84,4 483 103,3 -51,9 22,3

Not involving movement of funds

Closing 1

Request for transfer return by 1008 73,6 426 45,9 57,7 -37,6
paying participant

Response to request for transfer return from

. - ) . -38,9 17,2
paying participant without accounting value 221 16,2 135 19,0
Total 1 1229 89,8 561 65,0 -54,4 -27,7
Closing 2
Request for transfer return by paying participant 46 8,0 9 1,4 -80,4 -82,6
Response to request for transfer return from
paying participant without accounting value 1 0,1 0 0,0
Total 2 47 8,1 9 1,4 -80,9 -82,8
Grand total 1276 97,9 570 66,3 -55,3 -32,2
Source: SISP.

Out of a total of 435 “Return Requests” processed at closings 1
and 2, worth CVE 47.3 million, 272 transfers were actually returned
(CVE 23.0 million). The remaining 135 return requests were not
returned.

Graph I. 23 - Weight of transfers submitted for clearing per value
bracket
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As 1in the previous year, the largest number of Transfers 1is
concentrated in the lower value brackets. Thus, 88.3% of the Transfers
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submitted (777,408) corresponded to values between CVE 5,000 and CVE
100,000. However, these same value brackets accounted for only 18.8%
of the total values transacted by the system.

The largest number of Transfers was in the CVE 5,000 to CVE 25,000
value bracket, with 316,427. With regard to the total weight, this
value Dbracket is responsible for 35.5% of the overall cleared
transactions. In terms of values, with CVE 4.1319 billion, this wvalue
bracket accounted for only 3.2% of the total. The average value of
Transfers processed in this value bracket is CVE 0.01 million.

The above CVE 2.5 million wvalue bracket had the highest wvalues
processed, totaling CVE 77.4803 Dbillion (59.8%), despite the low
volume of transactions (5,555), with a weight of only 0.6 % of total
Transfers processed. On average, each transaction processed at this
value bracket was worth CVE 13.9479 billion.

Graph I. 24 - Weight of transfers returned for clearing per value
bracket
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Returned transfers, as expected, were mainly concentrated in the
up to CVE 100,000 value bracket, accounting for 85.5% of returns (413
transfers), worth CVE 9.4 million (only 9.1%).

Returns in the above CVE 2.5 million value bracket followed the
same trend as Transfers submitted for clearing, accounting for only
one return (weight: 0.2%), worth CVE 22.1 million.

Settlement of Vinti4d network transactions

As the SICIL's only system that works without interruption (365
days), the Vinti4 network is responsible for processing the clearing
of interbank transactions made in ATMs, POS and televintid.
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Table I. 24 - Settlement of Vinti4 network transactions

Volume:units.
Value: million escudos.

vinti4 network

Volume Value
2016 12920163 38001,5
2017 18186231 43691,8
2018 23998476 49197,9
2019 26962725 56038,7
2020 25514673 39153,0

Source: SISP.

This system processed 25,514,673 transactions, worth CVE 39.153
billion. Compared to the previous year, there was a decrease, both in
volume (-5.3%) and in value (-30.1%).

Graph I. 25 - Developments in transactions settled through the Vinti4

network
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Although the Vinti4 network remains the system that processes the
largest number of transactions 1in the SICIL, it accounts for only
16.7% of the total value processed. Each transaction in this system
exhibited an average value of CVE 0.002 million, which confirms its
status as a retail system of prime importance.
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Box 5 - Regulation and Control

Following the process of regulating the laws that make up the Cabo
Verdean Payment System’s current legal framework, Notice No. 8/2020
was published on 26 October 2020. It establishes the minimum rules
for interoperability between retail payment systems and aims to
ensure that participants in payment systems interact with each other
in a standardized and non-discriminatory manner.

Operators authorized to operate payment systems in the country must
ensure that they have adequate mechanisms to ensure interoperability
between the payment services provided by the different participants
of a given system. The promotion of interoperability between retail
systems 1s necessary to ensure efficient payment infrastructure,
services and instruments that are suitable for the different sectors
of the economy.

In 2020, the central bank also worked on a number of proposals to
produce regulations on a variety of areas, such as business
continuity and security policies for payment systems; payment
instruments, cards and direct debits; security rules for making
transactions via the internet and mobile phones, and transactions
made on shared networks.

The inspections of payment services and instruments, on compliance
with applicable laws and regulations, which were scheduled for 2020,
had to be suspended due to the Covid-19 pandemic.

As regards control and regulation of payment services and
instruments, the area 1in charge of the Payment System 1is
responsible, among others, for: 1) controlling the work of payment
institutions with regard to compliance with the rules for payment
systems, services and instruments; ii) analyzing incidents related
to payment means and instruments; 1iii) ©preparing proposals or
issuing opinions on proposals for national legislation or
regulations relating to the Payment System.
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Chapter II - Payment Means and Instruments

2.1. Developments

Until then, the use of digital payment instruments was dictated by
users’ preference and lifestyle (convenience, comfort and speed).
However, with the emergence of Covid-19, the wuse of this type of
instrument became also a necessity.

Thus, one anticipates increased use of digital payment

in a context where payment service providers will also
through digital transformation,

instruments,
have a key role to play, by providing,

solutions that are more and more adjusted to the new reality.

Table II. 1 - Payment means and instruments

Volume: Units: Value: million Escudos

2019 2020 Change %
Volume Value Volume Value Volume Value
Banknotes and coinsin circulation 8595,9 11616,0 - 35,1
Checks 1080108 192 600,5 868385 158 067,2 -19,6 -17,9
Clearing 305080 74 425,6 257971 65733,5 -15,4 -11,7
Branch 775028 118174,9 610414 92 333,7 -21,2 -21,9
Transfers 2403660 277 318,6 3163128 272786,3 31,6 -1,6
Interbank 740963 158771,7 892480 129614,1 20,4 -18,4
Intra-bank 1662697 118546,9 2270648 143172,2 36,6 20,8
Cards 27 025750 103673,8 25541865 91275,0 -5,5 -12,0
Vinti4 card 25809219 90440,1 25015907 85494,5 3,1 -5,5
International cards 1216531 13 233,7 525958 5780,4 -56,8 -56,3
Total’ 30509518 573592,9 29573378 522128,5 -3,1 -9,0
Weight %

Checks 3,5 33,6 2,9 30,3 -0,6 -3,3
Transfers 7,9 48,3 10,7 52,2 2,8 3,9
Cards 88,6 18,1 86,4 17,5 -2,2 -0,6

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.

Indeed, the data in Table II.1 confirm that the use of electronic
payment instruments (Payment cards and Transfers) continues to be
increasingly widespread among economic agents, to the detriment of
paper-based ones, namely, Checks.
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Graph II. 1 - Developments in the weight of payment instrument use
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In the last 10 years, despite the periods in which there were
decreases, the upward trend in the preference for cards over transfers
and checks is evident, with the latter remaining the least widely used
payment instrument in Cabo Verde (Graphs II.l1 and II.2).
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2.1.1. Cash

Cash continues to be the most widely used means of payment by Cabo
Verdeans for day-to-day commercial transactions, given 1its practical
use, confidentiality and immediate liquidity, despite the growing use
of electronic payment instruments.

In day-to-day commercial transactions, Cabo Verdeans more often
use banknotes and coins. However, 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 II. 2 - Currency in circulation - indicators

Value: million escudos.

2016 2017 2018 2019 2020
Banknotes and coins in circulation (C) 9688,2 9899,1 9801,8 8595,9 11616,0
Demand deposits (DD) 52 803,2 65587,5 69038,9 78057,7 82876,0
M1(C+DD) 62491,4 75486,6 78 840,7 86 653,6 94492,0
Time deposits’ (TD) 99319,0 99 859,0 99 384,6 106 595,8 108 359,4
M2 (M1+TD) 161810,4 175 345,6 178 225,3 193 249,4 202 851,4
GDP? 165782,2 171612,0 182 990,9 195 202,3 175 807,0
Ratios
Circulation speed (V)
V1(GDP/C) 17,112 17,336 18,669 22,709 15,135
Circulation/GDP ratio
C/GDP 0,058 0,058 0,054 0,044 0,066
Weight of currency in circulation
c/M1 0,155 0,131 0,124 0,099 0,123
Preference for central bank money
c/M2 0,060 0,056 0,055 0,044 0,057

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.
2GDP information according to information provided by BCV’s Studies and Statistics Department

An analysis of the data in Table II.2 shows that the monetary
aggregate M117 grew by 9.0% (2019: 9.9%), compared to 2019. This
reflects the 6.2% increase 1in Demand Deposits (2019: 13.1%) and,
especially, the 35.1% increase in banknotes and coins in circulation,
which had seen a 12.3% decrease in the same period of the previous

year.

In 2020, the weight of currency in circulation ratio (C/M1) stood
at 0.123 basis points (2019: 0.099 basis points), with the preference
for Central Bank money ratio (C/M2), weighted by the sum of banknotes
and coins held by the public and money supply, increasing from 0.044
basis points in 2019 to 0.057 basis points in 2020. Even so, one can
confirm the progressive change in Cabo Verdean consumers’ behavior,
which shows preference for alternative payment instruments over Cash.

17 M1 is the sum of notes and coins held by the public and demand deposits.
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Graph II. 3 - Developments in monetary aggregates
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In December 2020, banknotes and coins in circulation totaled CVE
11.616 billion, which is equivalent to a 35.1% increase, compared to
the same period of the previous year. Of the total banknotes and coins
in circulation, banknotes accounted for 94.1% (2019: 92.4%). Of this
total, 85.3% (2019: 84.8%) are equivalent to 1000- and 2000-escudo
banknotes, the only denominations available on the Vinti4 network’s
ATMs.

Graph II. 4 - Banknotes in circulation per denomination
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Box 6 - Cashless Society: the end of physical money?

“In practice, it seems that the advent of
cashless societies is another trend resulting
from the digital transformation underway in
the world, which has been driving e-commerce.
It is the convenience and availability of digital
payment instruments that are leading people
to progressively use less cash in payment
transactions. This trend could gain new
momentum post-coronavirus and with the
introduction of CBDC, especially in more
developed societies...”

Source:

https://www.intelligentcio.com/me/2020/05/05/mea-retail-banks-are-the-strongest-believers-in-a-

cashless-society-says-study/

Money is an inseparable part of human evolution and it is actually
difficult for anyone to imagine a society with the same setup as the
current one without this basic element of transactions. Although, in
the early days of societies, and for a long time, there was direct
exchange between economic agents, which required double coincidence
of desires in order for an exchange of goods to materialize.

While in ancient societies, in order for something (especially ores)
to be considered money, it had to be scarce and precious, over time
money gradually dematerialized, with its face wvalue no longer
intrinsically associated with the volume and wvalue of the precious
metal incorporated in it, now being ensured by a sort of central
authority responsible for monopolizing its issuance and putting into
circulation. In addition, today, thanks to digital transformation,
money no longer has to be in physical form to be accepted as a means
of payment. It is the age of digital money, where one can already
predict a society without physical money (cashless society) !

A cashless society 1s an economy in which transactions made between
economic agents are not settled using money in the form of physical
notes or coins (cash) issued by a central bank, but rather through
the transfer of digital information, such as electronic/digital

money and Payment cards.

In Sweden, one of the most technologically advanced nations on the

planet, the demand for physical money - estimated from the ratio
between the wvalue of cash in circulation and GDP - has Dbeen
decreasing continuously over the last few decades. Cash in

circulation in this Nordic country went from approximately 10% in
1950 to just under 2% of GDP in 2016.
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Note that, in Sweden, many retailers do not accept cash as a means

of payment, with this instrument accounting for only 20% of

transactions made in the country. This is justified by the existence

of a very popular payment application (Swish), which facilitates

instantaneous money transfers between users and which leads many

experts to predict that Sweden will Dbecome the first cashless
society in the world, already in 2023.

China and Finland also represent realities where it is possible to
find points of sale where cash is no longer accepted.

In the case of China, it is the leading country in e-commerce and
with an almost natural propensity for innovation in the payments
sector, with the high rate of smartphone usage in all social classes
facilitating the development of mobile payments, such as through a
simple Quick Response Code (QR Code) .

In turn, Finland 1is one of the leaders in frequency of payments
using cards and has one of the highest penetration rates of online
banking and smartphones in the world, which are essential conditions
for building a cashless society.

In 2020, the beginning of the Covid-19 pandemic - a disease caused
by SARS-CoV-2, forced several central banks to adopt adequate and
urgent measures to restrict the use of paper money in transactions,
in an attempt to contain the spread of the virus.

The People's Bank of China ordered the disinfection of cash in the
regions of the country most affected by the virus, the US Federal
Reserve introduced a quarantine process for banknotes and coins, and
the Bank of India, as well as Banco de Cabo Verde (BCV), recommended
the use of electronic payments. All of this gave new impetus to the
advent of the cashless society.
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However, there seems to be a contradiction in this trend. According
to the Financial Times!®, since the coronavirus began to spread
across the globe, there has been an increase in ATM withdrawals, the
aim being to be in possession of physical money. This is a habitual
behavior in times of crisis (cautionary reason) which had already
been evident during the Great Depression in the US (1929) and
financial crises in Iceland (2008) and Cyprus (2013).

The digital transformation wunderway 1s causing private digital
currencies (virtual currencies) to gain some global prominence,
particularly Bitcoin, a currency to which Blockchain encryption
technology is associated and whose price in the markets has already
exceeded USD 50,000 in early 2021. Faced with this trend that is
threatening their money issuance monopoly, Central banks have been
studying digital fiat currency solutions (central bank digital
currency - CBDC!?), taking advantage of the benefits of distributed
ledger technologies, (DLT2%) such as Blockchain?!.

The emergence of CBDC is seen by many as a milestone that will put
an end to the issue of physical money, especially if we take into
account that there are many inconveniences associated with cash for
the authorities. However, there 1is an opposing viewpoint that
believes that CBDC will be more of a complement to physical currency
issuance than a substitute. Given its nature, cash is legal tender
and all citizens have the right to have it, therefore, any
governmental measure aimed at simply extinguishing it may come into

conflict with constitutionality.

In practice, it seems that the advent of cashless societies 1is
another trend resulting from the digital transformation underway in
the world, which has been driving e-commerce. It is the convenience
and availability of digital payment instruments that are leading
people to progressively use less cash in payment transactions. This
trend could gain new momentum post-coronavirus and with the

introduction of CBDC, especially in more developed societies

Even so, the cashless society phenomenon is something that should be
investigated and anticipated Dby the authorities responsible for
issuing money. Because there are not only advantages associated with
it, but also several challenges.

In terms of advantages, from the outset, it is worth noting the
convenience gains with individuals not having to walk around
carrying cash. Security is another relevant gain. Physical money is
easily lost or stolen, which can also be true for a payment card or

8 See link provided at the end of the text.

1 Central Bank Digital Currency.

20 Distributed Ledger Technology.

2l For a Dbetter understanding of the subject, see Box No. 8 - Central Bank Digital
Currency, 2019 Payment System Report.
https://www.bcv.cv/SiteCollectionDocuments/2020/0ut%202020/Relatoriosispagamentos2019Net
$20VF.pdf
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mobile phone, although in the case of the latter there is usually a
password or PIN that only the holder knows. On the other hand,
thanks to PSP analysis of data using sophisticated techniques and
tools, citizens have greater control over their personal finances.

Traders enjoy convenience and security gains. Depending on the
business, cash management can be an arduous and expensive process.
Payments through digital devices enable the collection of data for
processing, which may allow for Dbetter customer loyalty and
translate into increased sales volume. Also, lesser use of cash
discourages fraud (e.g., use of counterfeit money) and reduces
informal business opportunities, combating unfair competition

practices.

In the case of governments, there are also gains resulting from a
cashless society. From the outset, all digital payments are
registered with PSPs and at points of sale. With these data,
authorities, especially tax authorities, will be able to better
analyze society's income and consumption patterns, with obvious
social gains (better tax efficiency and fiscal justice). There is a
better fight against fraud (counterfeiting, money laundering and
terrorist financing) and activities that operate outside the
law/formality.

While it is convenient to pay with digital payment instruments, a
cashless society also poses challenges. Privacy is one of them. In
the case of cash, to some extent, there is a guarantee of anonymity,
which is not the case with digital money. Therefore, personal data
protection laws must be strengthened, in order to prevent abusive
practices on the part of those who manage this data and cyber-
attacks.

Currently, there is a lot of talk about social inclusion. Therefore,
one cannot underestimate the risk that a rapid advent of a cashless
society may become the (digital) exclusion of those who do not have
the privilege of refraining from using cash (e.g., informal people,
the elderly, the homeless and ethnic minorities). So much so that
the trend of not accepting cash by some stores in the US generated a
lot of discussion, which resulted in the ban of cashless stores in
New York in 2020, similar to what had already happened in San
Francisco, Philadelphia and New Jersey, in 2019 (Financial Times??) .

The implications in terms of seigniorage, financial stability and
monetary policy in the context of a cashless society should also be
highlighted.

The placement of cash into circulation takes place through
commercial banks, who pay the central bank the face value of the
coins/banknotes through a loan or delivery of assets (e.g., treasury

22 See link provided at the end of the text.
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bills). In this process, the central bank earns interest on loans or

receives income from the assets it acquires.

Income from currency issue, net of the respective costs, represents
seigniorage. The possibility of a contraction in the central bank's
balance sheet with the end of cash could have a significant adverse

impact on seigniorage, which ensures the autonomy of this entity.

One of the means to stem the effects of a financial crisis on the
economy through liquidity involves the central bank selling treasury
bills held in the portfolio and buying other less liquid assets. A
contraction in the central bank's balance sheet resulting from the
end of cash could compromise this possibility and Jjeopardize the
very stability of the system.

As cash does not play a relevant role in terms of monetary policy,
its “extinction” would not, a priori, affect monetary policy
(strategy, implementation and effects). However, the absence of cash
could affect the central bank's daily liquidity forecast and, on the
other hand, it could reduce interest rates to negative figures at a
more significant level than currently possible, for the purposes of
price stabilization or stability.

Bibliographic references:

Achord, S., et. al (2017). “A Cashless Society: Benefits, Risk and Issues (Interim
Paper)”. Institute and Faculty of Actuaries. November 2017;
Arvidsson, N., (2019). “Building a Cashless Society: The Swedish Route to the Future

of Cash Payments”. Springer Briefs in Economics; Open ebook. Springer, 2019.

Walter, E., et al. (2018). “Is a Cashless Society a Problematic?” Bank of Canada.
October 2018.

Websites/links to check out:

https://www.ft.com/partnercontent/comarch/Covid-19-the-viral-spread-of-cashless-

society.html;
https://www.ecb.europa.eu/press/inter/date/2021/html/ecb.in210209~af9c628e30.en.html

2.1.2. Check

Data analysis (Table II.1l) shows a decrease in the processing of
this payment instrument by the banking system (volume: 19.6%; value:
17.9%), resulting from a generalized decrease in checks submitted for
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clearing (volume: 15.4%; wvalue: 11.7%) and paid at credit institutions
(volume: 21.2%; wvalue: 21.9%), in relation to 2019.

This drop in the use of checks contributed to an average of 72,375
checks paid monthly, worth CVE 13.1723 billion, which translates into
17,644 less checks and CVE 2.8778 Dbillion less, compared to the
monthly average recorded in the previous year. Similarly, the average
number of checks paid daily?® also decreased, standing at 3,460 checks
(2019: 4,303 checks), worth CVE 629.7 million (2019: CVE 767.3
million).

The average value stood at CVE 182,024 per check (2019: CVE
178,316), resulting from the processing of 868,365 check transactions,
worth CVE 158.0672 billion. However, the average value of checks paid
via clearing saw a slight increase of 4.4% (CVE 254,810), compared to
the same period of the previous year, while checks paid at branches
saw an insignificant decrease (-0.8%), with the average value
remaining at CVE 151,264.

Graph II. 5 - Developments in checks
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In recent years, there has been a downward trend in the use of
checks (Graph II.5), which is justified by its progressive replacement
by electronic payment instruments. This downward trend becomes more
evident in the number of transactions, while the amounts transacted
show some stability over the years. However, there was a significant
drop in the use of checks during 2020, both in wvolume (19.6%) and in

23 251 business days were considered both in 2019 and in 2020.
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value (17.9%), which resulted from limited functioning of bank
branches, due to restrictive measures imposed to mitigate the spread
of the wvirus and the suspension of economic activity in wvarious
sectors.

However, checks still have a significant weight in terms of value,
accounting for 30.3% (CVE 158.0672 billion) of the total transacted in
2020, out of the three payment instruments under analysis (Table
IT.1).

As in previous years (Graph II.6), there 1s a predominance of
checks paid at credit institutions (70.3%), compared to payments made
via clearing (29.7%), which is reflected in check's interbank level.

Graph II. 6 - Cleared checks and checks from CI branches (in value)
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By value bracket (Graph II.7), the largest number of paid checks
remains in the up to CVE 50,000 bracket, with 62.8% of the total
(2019: 64.2%), despite accounting for only 7.0% (2019:33.9%) of the
value. Meanwhile, the CVE 500,000 to CVE 10 million bracket, which
accounts for 5.9% of the total number of checks, had the highest
concentration of values (51.6%).

Note that checks in the CVE 50,000 to CVE 500,000 bracket show a
better balance between the volume (31.2%) and value (27.1%) processed.
Despite the identical residual contribution seen in volume (0.1%) in
2019, the CVE 10 million to CVE 500 million bracket accounts for 14.2%
of the wvalue (CVE 22.5235 Dbillion) of checks paid. The only check
processed above CVE 500 million corresponds to the value of CVE 101.8
million.
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Graph II. 7 - Weight of checks paid per value bracket
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In 2020, returns made in the banking system performed similarly to

checks paid, in terms of volume, which translates into a decrease of

6.7%. In terms of value, returns increased by 12.4% compared to 2019
(Table II.3), with an essential contribution from checks returned at

branches.
Table II. 3 - Returned checks
Volume: unit; Value: million Escudos.
2019 2020

Volume Value Volume Value

Clearing 4020 1619,5 3012 1403,1

Branch 482 123,3 1188 556,3

Total 4502 1742,8 4200 1959,4

Monthly average 375 145,2 350 163,3
Source: Banco de Cabo Verde and Credit Institutions

On average, less 25 checks were returned per month, corresponding

to an additional CVE 18.0 million,

relative to the same period of the
previous year,

with each check returning an average of CVE 486,262.
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Graph II. 8 - Weight of returned checks per reason for return
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Analyzing the dynamics of returned checks per reason for return,
it appears that "Lack of or insufficient funds" remains the main
reason for returns, with 1,253 returned checks, despite the 27.5%
decrease, compared to 2019 (1,729 checks). Consequently, the weight of
returned checks due to lack of or insufficient funds in total returns
decreased from 38.4% in 2019 to 29.8% in 2020.

At the same time, "Other reasons" for return (lack of key
requirement, irregular withdrawal, irregular endorsement, incorrectly
indicated amount, among others), which total 2,947 returned checks
(2019: 2,773), continue to increase (6.3%), although with a less
significant change compared to the previous year (15.6%).

Table II. 4 - Total checks submitted and returned

Volume: unit; Value: million Escudos.

2019 2020
Volume Value Volume Value
Total Checks 1080108 192 600,5 868385 158067,2
Total Returns 4502 1742,8 4200 1959,4
Checks returned / Checks submitted (%) 0,4 0,9 0,5 1,2

Source: Banco de Cabo Verde and Credit Institutions.

Of the 868,385 checks processed by the banking system, worth CVE
158.0672 billion, 4,200 are equivalent to returns (CVE 1.9594
billion), that is, 0.5% and 1.2%, in volume and value, respectively.
Now, this denotes that the credibility of this payment instrument is
preserved.
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2.1.3. Transfers

Bank transfers were used in 3,163,128 payment transactions, worth
a total of CVE 272.7863 billion, which represents an increase of 31.6%
in wvolume and a slight drop (-1.6%) 1in value, compared to 2019.
Transfers had a weight of 10.7% in volume and 52.2% in value out of
the overall amount of the three payment instruments processed by the
banking system - checks, transfers and Payment cards (Table ITI.1).

Similar to previous years, transfers were the second most widely
used instrument 1n payment transactions, after cards. However,
transfers (intrabank and interbank) are the only instrument to show
growth in a year marked by the context of the pandemic. The imposition
of social distancing and measures to avoid crowds 1in establishments
(banks and commercial establishments) may have led to this growth,
while transfers continue to stand out for their convenience, security
and speed.

An analysis of Graph II.9 shows the prevalence of intrabank
transfers in the total processed by the banking system, translating
into a weight of 71.8% in volume (2019: 69.2%) and 52.5%, in wvalue
(2019: 42.7%). This weight reflects the growth seen 1in intrabank
transfers (volume: 36.6%; value: 20.8%), which is the opposite of the
performance seen in 2019 (decreases of 0.1% in volume and 11.9% in
value) .

As a result, the contribution of interbank transfers, relative to
the total amount of transfers processed, decreased, having stood at
28.2% (2019: 30.8%) and 47.5% (2019: 57.3%), in volume and value,

respectively. Interbank transfers continued to increase 1in volume
(+20.4%), although decreasing (-18.4%) in value, in relation to 2019.

Graph II. 9 - Domestic transfers
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Regarding the daily average, interbank transfers increased in
volume and decreased in value, having gone from 2,952 transfers/day,
worth CVE 632.6 million, in 2019, to 3,556 transfers/day, worth CVE
516.4 million in 2020. Consequently, the average value per transfer
processed fell from CVE 214,000 (2019) to CVE 145,000 (2020).

An average of 9,046 intrabank transfers were processed per day,
worth CVE 570.4 million, that is, 2,422 more transfers, worth CVE 98.1
million more, compared to the previous year. As for the average value
per transfer processed, the downward trend was maintained, going from
CVE 71,000 in 2019 to CVE 63,000 in 2020.

Reference should also be made to the 483 transfers returned
through interbank clearing, worth CVE 103.3 million, which indicates a
more significant growth in terms of volume (51.9%) than in wvalue
(22.2%), compared to the same period of the previous year. Note that
over the years, the weight of returns in the total amount of transfers
processed has Dbeen irrelevant, which reveals that this payment
instrument is very reliable.

Technological advances have made it possible for payment services
to be provided through other channels, in addition to wusing the
traditional credit institution branches, namely, online banking, ATM,
POS and, finally, mobile phones.

The current context of the Covid-19 pandemic has highlighted the
importance of those digital channels in making payments, given the
measures to mitigate the risk of contagion.

In view of this public health emergency, Banco de Cabo Verde, in
addition to other measures, recommends that financial institutions
encourage their customers to favor the wuse of digital channels,
avoiding, whenever possible, going to bank branches.

Graph II. 10 - Domestic transfers per channel
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In 2020, the channel most used to make transfers was online
banking, accounting for 46.0% (1,562,120 transfers) of the transfers
made in 2020. In terms of value, it had a less significant weight,
having stood at 27.7% (CVE 70.1418 billion).

Accounting for 29.7% (1,010,732 transfers) of the total, transfers
made at credit institutions' branches came in second. However, it had
the greatest weight in wvalue (63.7%), compared to online banking and
the Vinti4 network, equivalent to CVE 161.3556 billion.

The channel least used was the Vinti4 network, with a weight of
24.3% in volume and 8.7% in wvalue, which translate into 825,029
transfers, worth CVE 21.9638 billion.

Graph II. 11 - Weight of direct debits per value bracket
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Direct debit 1is a service that has, for several vyears, Dbeen
provided by credit institutions in Cabo Verde, at an intrabank level,
where, through creditor instructions, credit institutions make
collections based on debit authorizations previously granted by
debtors.

In 2020, the wvast majority of payments made through direct debit
(94.5% of the 59,676 transactions) were in the up to CVE 50,000
bracket, although the latter had a low weight in terms of wvalue, with
4.1% (CVE 319.9 million).

Conversely, the CVE 10 million to CVE 500 million bracket had a
small number of direct debits (188), while accounting for a high
overall wvalue (CVE 5.0949 billion), equivalent to the highest weight
(65.4%) .
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Similarly, with a weight of 1.3% (746 transactions) in volume, the
CVE 500,000 to CVE 10 million bracket accounted for 26.7% of the total
value of direct debits processed by the banking system (CVE 7.7962
billion).

The CVE 50,000 to CVE 500,000 bracket shows a greater balance
between the wvolume (3.9%) and value (3.8%) of processed payments,
while there was no processing in the highest bracket (direct debits
above CVE 500 million).
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Box 7 - Digital payments and financial inclusion

Digital payments have a strong
potential to impact countries'
economies and infrastructure, as
they can facilitate the flow of
money and promote the inclusion
of those who, for various
reasons, remain excluded from
financial systems.

http://sheisafrica.eu/2019/01/21/innovation-bringing-financial-inclusion-in-africa/

The expansion of mobile money, the rise of Fintech, the introduction
of technologies such as the Dblockchain, artificial intelligence and
super platforms/super apps represent an opportunity to transform the
lives of millions of people, especially in less developed countries,
and to accelerate the achievement, for example, of the United Nations’
(UN) Sustainable Development Goals (SDGs) .

The way digital innovations are helping people to access financial
services 1s Jjust one example of this potential. The World Bank’s
“Global Findex Database 2017” report shows that “recent progress in
financial inclusion has been driven by digital payments, government
policies and a new generation of financial services made available
through mobile phones and the internet?¢.”

Indeed, the last decade has shown that digital financial services can
and are radically improving financial inclusion in Africa and other
continents, in addition to contributing to the achievement of the
SDGs, 1in particular the one related to poverty reduction.

Some examples of financial services projects using digital
technologies, especially in Africa, can be given:

e Kenya: a long-term impact study on mobile money, through M-
PESA?4, revealed that this digital payment solution has 1lifted
one million people (2 percent of the country's population) out
of poverty and has been effective in improving the economic
lives of poor women as well as members of female-headed

households;

e Brazil: “Bolsa Familia,” a social transfer program, reduced
transaction costs from almost 15% in 2001 to below 3% in 2005,
by grouping all benefits into an electronic payment card. This

24

https://www.uncdf.org/Download/AdminFileWithFilename?id=9908&cultureld=127&filename=2402
2020opendigitalpaymentecosystemenglishpdf
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successful program has contributed to a 12%-18% reduction in
poverty;

e Burkina Faso: mobile money users are 3 times more likely to save
money for unpredictable events such as health and emergencies;

e Sierra Leone: switching to digital payments at the height of the
Ebola crisis (2014 to 2016) helped critical healthcare
professionals get paid faster - reducing payment time from over
a month to about a week - which eliminated labor strikes and
secured the Ebola response workforce that saved countless lives;

e Tanzania: farmers with access to digital financial services,
such as microinsurance through mobile money, earned, on average,
16% more than their peers who did not have access to these
services.

For the 2.5 billion adults in the world?> who make transactions
exclusively with cash due to the lack of effective access to formal
financial services, the availability of financial services, through
new technologies, including digital ones, could boost their financial
inclusion, when we think about, for example:

e casier access to formal financial services, particularly
payments and transfers;

e the potential gain in terms of taking up more services from
digital accounts, as customers Dbecome familiar with - and
confident in - digital platforms;

e facilitating payments from governments and public entities to
people (more people), like money transfers, which can allow for
stored wvalue digital accounts, and can provide a pathway for
those financially excluded from the financial system;

e facilitating emigrants’ remittances, namely at more affordable
costs, to communities, especially those residing in more remote

locations;

e the low costs of digital transactional platforms - for both
providers and customers - which promote small businesses, often
in remote locations, and help manage characteristically unequal

income and expenses;

e financial and payment services more adjusted to consumer needs
and financial circumstances, resulting from the storage and

management of information on their consumption habits;

e the reduced risks of 1loss, theft and other financial crimes

arising from cash transactions, and removing people from

25 https://www.worldbank.org/en/topic/financialinclusion/publication/digital-financial-

inclusion

Cabo Verdean Payment System Report — 2020 75


https://www.worldbank.org/en/topic/financialinclusion/publication/digital-financial-inclusion
https://www.worldbank.org/en/topic/financialinclusion/publication/digital-financial-inclusion

”

“financial anonymity,” which the use of cash often enhances;

e the reduced costs associated with cash transactions and the use
of informal providers, which can also promote economic
empowerment, allowing for the accumulation of assets,

particularly for women, increasing their economic participation.

The wuse of innovative technologies in financial services, and
particularly in payment services, represents an opportunity to take
people out of financial anonymity and promote their inclusion in
financial systems, while taking advantage of the digital world.

The Covid-19 pandemic (caused by the SARS-CoV-2 virus) has shown that
the trend towards greater digitization of financial services 1is here
to stay. And, in order to build inclusive societies (financially and
socially) and address the increase in inequalities during and after
the current crisis, national governments need to invest in policies to
reduce the digital divide that exists in populations, so that they can
better reap the benefits, in particular, of digital financial

services.

In Cabo Verde, the Government aligned its 2030 development strategy
(Cabo Verde's Strategic Plan for Sustainable Development - PEDS) with
the SDG vision, which indicates a concern to financially include the

entire population.

Nationally, there is potential to be exploited with regard to digital

transformation aimed at people's financial inclusion.

For instance, in terms of mobile phone penetration in the country, we

are above 100% of the population and there is also excellent internet

penetration (around 72% of residents?¢). That 1s, in technological
terms (communication and information), we are well served. In fact,

aware of the opportunities inherent in the high penetration rate of
mobile phones and the internet, some financial institutions in the
country now offer digital payment solutions (Makeba and EcobankPay),
which are accessible through mobile devices and available to all. This
may be a great opportunity for the financial inclusion of those who
still do not have access to financial products and services, either
due to the costs or the lack of branches in their area of residence.

It is also important to consider that the dispersion of the Cabo
Verdean population across islands used to require all Payment Service
Providers (PSP) that wanted to cover the entire national territory to
open physical structures on all islands, which implied high fixed

costs.

To maintain net interest income, PSPs usually ended up raising the
prices of their financial products and services, so these were not
accessible to people in all social classes.

% 3ource: ARME 2021 (www.arme.cv)
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With the advent and expansion of digital financial services, such as
digital payments, a PSP no longer needs to have a physical structure
to be able to be present in a certain point of the national territory,
which can potentially reduce service costs. Furthermore, wherever
there is a mobile and internet coverage network, any consumer can use
a smartphone app to open a payment account and make payments wherever
s/he is, without the need for physical interaction with the PSP, while
access to services is also facilitated.

Thus, one can foresee opportunities for financial inclusion of those
who until then had no access to financial products and services. And,
since new technologies and the digital world make it possible to
reduce the 1level of physical structures, translating into savings
through the elimination of fixed costs, PSPs are now able to offer
more affordable prices for their financial products and services, with
greater potential to attract more people.

New technologies and the digital world also allow for greater
flexibility in the development and availability of financial services
for niche markets, such as farmers, fishermen, fishmongers and street
vendors, at a low cost and better customized. Business opportunities
arise where a farmer or fisherman, for example, may create a page on
social media and sell their products to other islands and receive the
value of the sale of such products via an application provided by
their PSP.

The financial 4inclusion of people 1in Cabo Verde through digital
services may also be possible for remittance services, when we think
of emigrant Cabo Verdean communities and their families, who can start
receiving remittances from the diaspora taking advantage of the
advantages in terms of speed, cost, convenience and access provided by
new technologies and digital payment services.

Likewise, if we think of retirees and pensioners who can receive their
pensions directly on their mobile phone, wherever they are, saving the
costs of traveling to an agency, often located outside the perimeter
of their communities, we can also envision the potential for financial

inclusion through the digital world.

Seeing that, in Cabo Verde, the bulk of transactions in the informal
economy are paid solely and exclusively using cash, the Government is
unable to include all activities carried out in its tax base, which
can enhance measures to 1increase tax rates as a mechanism to
compensate for tax evasion, generating social and fiscal injustice.

New technologies and the digitization of societies allow for broad
recording of people and transactions, also contributing to financial
inclusion and the conversion of the informal economy into a formal
one, with potential gains for the country's fiscal and social justice.

Furthermore, as Cabo Verde has a young population, which has Dbeen
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prone to technology, in addition to having a high literacy rate, that
may enhance the use of digital payments, including better acceptance

of new financial services.

Cabo Verde has the potential to develop inclusive financial services,
through digital technology, with the possibility of covering the most
remote areas, overcoming the challenges of geographic discontinuity,
removing people from anonymity and contributing to reducing economic
informality, and deepening the diaspora’s connection to the islands.
Digital financial services, including digital payment services, can
really contribute to financial inclusion on the islands.

The digital transformation of societies 1is an 1increasingly present
reality and heralds many benefits for people and communities. One of
them will undoubtedly be its contribution to financial inclusion as
payment service providers adopt digital technologies.

Sources and references:

Digital Frontiers Institute (DFI) 2019 Monitoring & Measurement of Results - November
2019

(https://www.digitalfrontiersinstitute.org/wp-content/uploads/2020/01/Zambia-Country-
Case-Study.pdf)

UN: SDG_Compendium Digital Financial Inclusion- September 2018

(https://sustainabledevelopment.un.org/content/documents/2655SDG Compendium Digital Fina

ncial Inclusion September 2018.pdf)

Cabo Verde's Strategic Plan for Sustainable Development (PEDS)

(https://peds.gov.cv/sites/default/files/2018-10/PEDS%202017-2021%20-
$20Vers$C3%A30%20Final .pdf

2.1.4. Payment cards

The level of development and use of cards as a payment instrument
differs from country to country. In Cabo Verde, the progressive
transformation in the way Cabo Verdeans make payments is evident, as
is their preference for electronic payment instruments such as payment
cards (debit, credit and prepaid) over classic instruments.
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Graph II. 12 - Annual developments in cards produced and in

circulation
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There were 266,512 active cards on the Vinti4 network at the end
of 2020, a 0.6% decrease compared to the same period of the previous
year (268,251 active cards in 2019). Payment cards issued by credit
institutions and produced by the Interbank and Payment Systems Company
(SISP), during 2020, totaled 126,097, of which 49,704 (39.4%) were new
issues and 76,393 (60.6%) renewals.
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Graph II. 13 - Payment card production
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With regard to payment card wuse (Table 1II.5), a total of
25,541,865 transactions, worth CVE 91.275 billion, were processed on
the Vinti4 network.

These data represent a decrease of 5.5% in volume and 12.0% in
value, compared to 2019, different from the trend of recent years and
justified by the fact that the year 2020 was marked by the beginning
of the Covid-19 pandemic, which was categorically reflected in the use
of payment instruments in the country.

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

Volume:units. Value: million Escudos.
2019 2020 Change %

Volume Value Volume Value Volume Value

Vinti4 card 25809219 90440,1 25015907 85494,5 -3,1 -5,5
ATM 7 824 208 42217,9 7075587 39780,1 9,6 5,8
Withdrawals 7340233 38258,3 6546944 34866,9 -10,8 -8,9
Transfers 101435 3122,0 151981 4291,2 49,8 37,5
Service payments 33262 593,3 38357 384,9 15,3 -35,1
Minutes added to mobile pt 349278 244,4 338305 237,1 -3,1 -3,0
POS 17921986 48 143,6 17 881 382 45627,3 -0,2 -5,2
Payments 17725915 46 364,6 17576 477 44586,9 -0,8 -3,8
Minutes added to mobile pt 104 715 45,2 211365 91,1 101,8 101,4
Service payments 91356 1733,7 93540 949,3 2,4 -45,2
Televinti4 63025 78,6 58938 87,1 -6,5 10,9
Transfers 2002 33,8 2720 54,1 35,9 60,2
Service payments 630 19,9 401 5,3 -36,3 -73,2
Minutes added to mobile pt 60393 24,9 55817 27,6 -7,6 11,1
International cards 1216531 13 233,7 525958 5780,4 -56,8 -56,3
ATM withdrawals 489007 6108,9 249713 3319,0 -48,9 -45,7
POS payments 727524 7124,8 276 245 2461,4 -62,0 -65,5
Total 27 025750 103673,8 25541 865 91275,0 5,5 -12,0

Source: SISP
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In 2020, when a number of restrictive measures were adopted in the
country to mitigate the spread of the virus, including the closing of
international borders, residents’ cards accounted for 97.9% of the
volume and 93.7% of the wvalue of transactions involving the movement
of funds on the Vinti4 network. International cards accounted for 2.1%
and 6.3%, respectively, of the volume and value of such transactions.

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

On average, each active payment card on the network made 51 ATM
transactions and 72 POS transactions, which, compared to the previous
year, represent decreases of 4.2% in ATM transactions (2019:53) and
2.9% in POS transactions (2019: 74).

Bucking the trend, the average daily number of transactions made
on the vinti4 network using a payment card decreased by 5.5% in volume
and 12.0% in value. A total of 69,978 transactions, worth CVE 250
million, were made daily.

Graph II. 14 - Developments in the average value carried out on the
Vinti4 network
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Likewise, the average value per transaction on the network
decreased from CVE 3,836 in 2019 to CVE 3,574 in 2020 (Graph II.12).

Breaking down transactions by type of card, national cards made
25,015,907 transactions, worth CVE 85.4945 billion, on the Vinti4
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network. International cards made 525,958 transactions, worth CVE
5.7804 billion.

Taking into account the measures (national and international) to
contain the spread of the new coronavirus, the significant impact on
the tourism?’ sector was natural and, consequently, resulted in a
decrease 1in transactions using international cards, that is, by non-
residents in the country. Compared to the previous year, transactions
using international cards decreased by 56.8% in volume and 56.3% in
value.

Overall, there were 249,713 ATM withdrawals, worth CVE 3.319
billion, and 276,245 POS payments, worth CVE 2.4614 Dbillion, wusing
international cards. On average, tourists withdrew CVE 20.4 million
less per day and paid CVE 12.8 million less per day.

Analyzing the use of cards by channel, we see that POS payments
remained the most popular transaction on the Vinti4 network, with a
weight of 69.9% in volume and 51.5% in wvalue. Compared to the previous
year, there were decreases of 3.3% in volume and 12.0% in value.

In total, 17,852,722 purchases, worth CVE 47.0483 billion, were
made through POS. On average, 48,912 purchases, worth CVE 128.9
million, were made daily at POS.

Graph II. 15 - Developments in ATM cash withdrawals and in POS
payments
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Ranking second in terms of the most popular transactions made on
the Vinti4 network, ATM cash withdrawals had a weight of 26.6% and
41.8%, respectively, in volume and value.

On average, ATMs accounted for 18,621 cash withdrawals, worth CVE
104.6 million, per day.

The “Minutes added to mobile phones” feature (Graph II.14) had the
lowest weight 1in wvalue (0.4%) in 2020, while enjoying a growth of

27 There were 207,125 foreign guests in the country in 2020, 74.7% less than in 2019. INE
- Tourism Statistics - Guest Movement in 2020.
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17.7% in volume and 13.2% in wvalue, compared to the previous year. In
all, in 2020, card users made 605,487 transactions involving adding
minutes to their mobile phones on the Vinti4 network, worth CVE 355.8
million.

A total of 605,487 transactions involving minutes added to mobile
phones were made on ATMs, worth CVE 355.8 million, with a weight of
55.9% in volume and 66.6% in value. However, there were decreases of
3.1% in volume and 3.0% in value, compared to the previous year.

In other channels (POS and Televintid), there were 267,182
transactions involving minutes added to mobile phones (44.1%), worth
CVE 118.7 million (33.4%). Transactions involving minutes added to
mobile phones at POS grew by 101.8% in volume and 101.4% in value,
compared to the previous year. The daily average grew by 17.7% in
volume and 8.3% in wvalue, compared to 2019, standing at 1,659
transactions, worth CVE 1.0 million.

Notwithstanding the increase in the total processed, the average
value of transactions involving minutes added to mobile phones
decreased from CVE 611 in 2019 to CVE 588 in 2020.

With regard to transfers, 154,701 transactions, worth CVE 4.3453
billion, were made using a payment card, which shows a growth of 49.6%
in volume and 37.7% in value, compared to the previous period. Despite
the widespread reduction in the use of payment cards during 2020, card
transfers enjoyed significant growth in 2020 (volume: 49.6%; value:
37.7%), due to the context of the pandemic, where measures were
imposed to avoid crowds at branches, as well as the fact that credit
institutions encouraged their customers to use alternative channels to
securely make their transactions.

The trend of recent years has continued, with transfers recording
the highest average value per transaction on the vinti4 network (CVE
28,088), despite its small weight in total transactions using a card
(4.8%) .
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Graph II. 16 - Use of cards in transactions involving movement of
funds (value)
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Service payments using a card grew by 5.6% in volume and saw a
significant decrease (-42.9%) in wvalue, relative to 2019. In total,
132,298 service payments, worth CVE 1.3396 billion, were made.

Regarding the channel used to make service payments using a card,
as 1in the previous year, POS were again predominant with 70.7% in
volume and 70.9% in value. In the other channels (ATM and Televintid),
the service payments feature accounted for 29.3% in volume and 29.1%
in value, respectively.

There were 362 service payments, worth CVE 3.7 million, per day.
Notwithstanding the 46.0% decrease in terms of average value per
transaction, compared to 2019, service payments were once again the
feature with the second highest average value per transaction (CVE
10,125) .

Graph II. 17 - Transactions involving movement of funds made using the
vinti4 card
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In 2020, 25,015,097 transactions were processed using national
cards, worth CVE 90.4401 Dbillion. Compared to 2019, these data
represent decreases of 3.1% in volume (793,312 fewer transactions) and
5.5% in value (CVE 4.9456 billion less).

Analyzing the wuse of the national card by channel, we see
decreases, compared to the previous year, of 9.6% in volume and 5.8 in
value for ATMs and 0.2% in volume and 5.2 % in value for POS.

However, despite its reduced weight in the total processed using
the national card (0.2% in volume and 0.1% in wvalue), televinti4 was
the only channel that exhibited an increase (10.9%) in value, although
with a 6.5% decrease in terms of volume.

Regarding service payments per sector (Graph II.16), as 1in the
previous year, payments to the Government accounted for the majority
of transactions processed in 2020 (68.1% 1in volume and 83.8% in
value). Electricity and water services ranked second in terms of
weight, both in terms of the number of payments made (23.9%) and in
terms of value processed (12.3%).

Payments related to telecommunications services are also
noteworthy, as they grew by 138.4% in volume and 172.1% in value,
compared to 2019, which corresponded to the processing of 8,826
transactions, worth CVE 36.6 million.

Although with an insignificant weight in the total processed (6.7%
in volume and 2.7% in value), insurance payments grew by 85.3% in
volume and 78.0% in value, compared to the previous year, as a result
of measures adopted by insurance institutions to reduce the influx of
people to service branches.

During 2020, there were no airline ticket purchases in the set of
service payments available on the Vinti4 network. This sector, which
had already shown a downward trend in recent years, suffered a strong
impact with the closing of borders and consequent cancellation of
commercial flights, measures adopted to contain the spread of the
Covid-19 virus.

There were 81 service payment companies from various sectors
registered with the SISP in 2020.
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Graph II. 18 - Service payments per sector
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Of the transactions involving movement of funds on the Vinti4
network, POS payments using the national card, in various sectors of
the economy, was the featured that was least impacted by the effects
of the Covid-19 pandemic during 2020. Overall, 17,511,576 payments
were made at POS using the national card, worth CVE 44.441 billion,
representing decreases of only 0.9% in volume and 3.5% in wvalue,
compared to the previous year.

It can also be seen, from an analysis of payments by field of
activity (Graph II.17), that trade continues to be the sector with the
greatest weight in payments using national cards, accounting for 75.7%
in volume and 71.9% in value, of the total processed. In a year
impacted by restrictions imposed by the pandemic, trade was one of the
few sectors that enjoyed year-over-year growth, namely, 3.9% in volume
and 2.4% in value.

Graph II. 19 - POS payments using the vinti4 card per field of

activity
Volume Value
14000 000 75,7% 100% 35000 100%
0% 71,9% "
12 000 000 9 90%
0% 830000 .
| g 80%
10000 000 70% 2 25000 = 70%
. _ -
E 5000000 gg: € 52000 so% £
2 5 5 5 50% &
= 6000000 20% g 15000 40% g
4000000 30% 10000 17,2% 30%
101% 11,5% 20% soo0 " a2 20%
2000000 g 60 | 0,3%0,5% [ 10%0,2%0,2%0,0%0,0% 10% 5 13% 14% 2% 31% 029 0,1% 0,1% 00% 10%
0 = = = = = = = = (g 0 - .= B s - - - 0%
& o D> RN & N ¢ & & <& 53 > 5 O
‘_\\cd’ <& /\@z; & & L& & Q@Y' &5 & ~z~°@ ,\@b P &8 (é\\o & & &é?’ *Q&?’ 604@ . 4&"\0
IS A I NG 5 SRS PCAC & S
P N L Vg & & © & & ¢ 0‘6‘?
& AR o RN LN

Volume ® Weight (%) Value ™ Weight (%)
Source: SISP
The restaurant industry follows, with 2,011,268 transactions

(11.5%), worth CVE 1.8604 billion (4.2%), which, compared to 2019,
represents decreases of 23.2% in volume and 24.1% in value.
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Service payments, the third sector with the highest number of
transactions, with a total of 1,763,116 (10.1%), worth CVE 7.6622
billion (17.2%), saw a 2.8% increase in volume and 2.9% decrease in
value, compared to 2019.

The average values in the three leading fields of activity were
CVE 4,346 (services), CVE 2,412 (trade) and CVE 925 (restaurant
industry), which, relative to the same period of the previous year,
translates into decreases of 5.5 %, 1.4% and 1.2%, respectively. As in
the previous year, the average value per transaction in the services
sector was higher than the overall average value on the Vinti4 network
(CVE 3,574).

The other fields of activity?® accounted for 482,359 transactions
(2.8%), worth CVE 2.9523 billion (6.6%), which represents decreases of
15.7% in volume and 34.3% in value, compared to the previous year.

The supremacy of the national card over international cards in
terms of POS payments over the last five vyears (Graph II.18) is
evident.

In 2020, a year in which national tourism was practically reduced
to data from the first quarter, the value of POS payments made using a
national card was eighteen times higher than that for payments made
using an international card in the same channel. However, in terms of
average value, international card payments (CVE 8,910) were four times
higher than national card payments (CVE 2,537).

Graph II. 20 - POS payments per card type (value)
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28 Namely, hotels, public services, transportation, travel agencies, car rental, duty
free, games and organization.
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With regard to international card use in POS payments, there were
271,732 payments during the vyear, worth CVE 2.3898 billion,
representing decreases of 62.1% in volume and 65.6% in value, compared
to the previous year.

Of the total processed in the year, the most prevalent sectors
(Graph 1II.19) were trade, hospitality and the restaurant industry,
which together accounted for 70.7% of payments (192,248 transactions)
and 64.6% of the value (CVE 1.5435 billion).

Data relating to international card use in POS payments show a
widespread and significant reduction 1in all sectors, particularly
travel agencies, which was the sector most affected in absolute terms,
with a reduction of 40,564 transactions (73.2%), worth CVE 764.7
million (71.7%), compared to the same period of the previous year.

In 2020, the trade sector was the one in which the international
card was most used for POS payments, with a weight of 25.5% (69,240
transactions) . In terms of wvalue, as 1n previous years, the
hospitality sector came in first, with 44.1% of the total processed
(CVE 1.0534 billion), even though, compared to 2019, there were
decreases of 68.5% in volume and 67.5% in value.

The weight of the hospitality sector in total transactions made
using an international card at POS 1is strictly related to tourism in
the country, as evidenced by the weight of the two most touristy??
islands, Sal and Boa Vista, which accounted for 72.4% in volume and
71.3% in value transacted with this type of card at POS.

The restaurant industry accounted for 22.6% in volume and 8.4% in
value of the total processed (61,510 transactions, worth CVE 200.5
million) and recorded decreases of 53.0% in volume and 60.2% in value.

In the other fields of activity, there were 79,484 payments, worth
CVE 846.2 million, which represents decreases of 67.8% in volume and
66.9% in value, compared to 2019.

29 INE - Tourism Statistics - Guest Movement in 2020. The islands of Sal and Boa Vista
account for 68.3% of the national tourist demand.
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Graph II. 21 - POS payments using international cards, per field of

activity
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The innovation of features related to payment cards, the adoption
of international best practices in terms of security in payments and
the continuous investment in payment infrastructure have been key to
the successful use of payment cards by non-residents in Cabo Verde.

In 2020, non-residents made a total of 547,477 transactions on the
Vinti4 network, of which 525,958 moved CVE 5.7804 billion. Compared to
the previous year, it shows that CVE 4.6633 billion less were spent on
POS payments and that there were CVE 2.7899 Dbillion less in cash
withdrawals.

There were 21,519 balance inquiries using an international card on
the Vinti4 network.

On the other hand, 357,943 transactions were made abroad using
cards issued to Cabo Verdean residents, worth CVE 2.1735 billion,
which represents decreases of 21.4% in volume and 26.8% in value,
compared to the previous year. This total includes 13,919 transactions
that did not involve movement of funds, namely, balance inquiries.

Despite the strong impact that the context of the Covid-19
pandemic had on the tourism sector and consequently on the use of
international cards in the country, in 2020, transactions made by non-
residents in the country (Graph II.20) continued to be considerably
higher (both in volume - 60.5%, and in value - 72.7%), than those made
by residents abroad (39.5% in volume and 27.3% in value).
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Graph II. 22 - Use of international cards by residents abroad and non-
residents in the country
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The data in Table II.6 reflects the use international cards (VISA
and Mastercard) by nationals in transactions abroad and in the
country.

Residents in the country used international cards to make 395,429
transactions, 1in the country and abroad, worth CVE 2.3734 Dbillion.
Compared to 2019, there was a decrease of 21.8% and 26.3%,
respectively, in volume and value.

Compared to 2019, the drop in international card use by residents
occurred both inside and outside Cabo Verde. In the country, the
decrease was 26% in volume and 21% in value, while abroad the decrease
was the opposite, with 21.4% in volume and 26.7% in value.

In terms of average value, each transaction made by nationals
amounted to CVE 5,333 in the country and CVE 6,072 abroad.

Table II. 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
341129 1945,8 54300 427,6
In the country 37486 199,9 - -
Abroad 303 643 1745,9 54300 427,6
Weight (%)
In the country 11,0 10,3 0,0 0,0
Abroad 89,0 89,7 100,0 100,0

Source: SISP.

Breaking transactions down by type (Graph II.23), there was a
significant reduction in international card withdrawals from March
onwards. In April 2020, when the State of Emergency and containment
measures were 1in force throughout the month, withdrawals in the
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country decreased by 61.1% in volume and 59.3% in value, and
withdrawals abroad decreased by 50.2% in volume and 39.8% in value.

In absolute terms, there were 95,752 withdrawals by residents (in
the country and abroad), worth CVE 1.105 billion, which represents a
27.5% drop compared to 2019 (36,278 fewer transactions).

Withdrawals made by nationals abroad were more significant, in
both volume and value, than those made 1in the country using
international cards. Cabo Verdeans made a total of 64,557 withdrawals
abroad, worth CVE 940.4 million, while their withdrawals in the
country totaled 31,195, worth CVE 164.5 million.

Graph II. 23 - Withdrawals using an international card by residents in
the country and abroad
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In terms of payments, residents in Cabo Verde made 264,165
transactions using international <cards, worth CVE 1.1841 Dbillion
(Graph II.24), which, compared to 2019, represent decreases of 30.3%
in volume and 33.9% in value.

Graph II. 24 - Payments using an international card by residents in
the country and abroad
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Similarly to withdrawals, payments abroad were also more
significant, both in volume (97.6%) and in value (97.0%), than
payments made by residents in the country.
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April 2020 saw the Dbiggest reduction in the volume of
transactions, both for payments in the country (25.3% in volume and
66.9% in value) and for payments abroad (49.6% in volume and 65.7% in
value) .

The average value of withdrawals made by residents abroad (CVE
14,566) was higher than those made by non-residents in the country
(CVE 13,291). This trend is reversed when payments are analyzed, with
the average value of payments made in the country by non-residents
(CVE 8,910) being higher than that of residents outside Cabo Verde
(CVE 4,455).

Graph II.25 shows the evident relationship between the tourist30
flow in the country and ATM withdrawals and POS payments using an
international card on the Vinti4 network.

Graph II. 25 - Vintid4 network transactions made using international
cards (volume)
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Compared to the previous year, 2020 saw 690,573 fewer transactions
using international cards on the Vinti4 network, with CVE 7.4532
billion less being moved.

Graph II.25 also shows the sharp drop in the number of tourists
who entered the country, as a result of the closing of borders and
cancellation of international flights, along with the direct impact on
POS payments and ATM withdrawals using international cards in April
2020.

As in the previous vyear, most tourists3 came from the United
Kingdom, in the same way that cards issued in that country continued

30 In 2020, the hospitality industry had around 207,125 guests, corresponding to a
decrease of 74.7% compared to 2019. INE - Tourism Statistics - Guest Movement in 2020.
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to have the largest share of total transactions made in the country
using international cards (14.4%), following the correlation between
major tourist source markets and their weight in transactions made.

Analyzing tourist influx by country, a breakdown of transactions
using international cards (in volume) also shows the outstanding
weights of France (12.4%) and the Netherlands (8.4%).

Graph II. 26 - Transactions made using an international card, per
issuing country
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Although there wasn’t much influx of tourist from the United
States, the number of transactions made wusing international cards
issued in that country was significant (12.2%), similar to the
previous year. This may be due to transactions made by Cabo Verdean
emigrants using international cards, when they are in the country (for
example, on vacation), bearing in mind that the United States is home
to the largest Cabo Verdean community in the diaspora.

31 United Kingdom with 19.4% of total arrivals, France with 11.8%, Germany with 11.0%,
and the Netherlands with 10.3%. The United States accounted for 1% of total arrivals.
INE - Tourism Statistics - Guest Movement in 2020.
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Graph II. 27 - Withdrawals and payments, using an international card,
per issuing country
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International card use, by card issuing country and by type of
transaction (Graph 1II.27), shows that the United States (17%) and
France (13.8%) had the greatest weight in total ATM withdrawals. In
terms of POS payments, cards from the United Kingdom (20.4%) had the
greatest weight, followed by those from France (11%).

A Dbreakdown of transactions made using international cards by
island (Graph II.28) shows a clear relationship between the amounts
transacted and the rates of tourist arrivals on the islands where,
typically, the tourism sector is more prominent - Sal, Santiago, Sé&o
Vicente and Boa Vista?32.

Graph II. 28 - International card use per island
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Sal had the highest number of transactions using an international
card, both in wvolume (41.2%) and in wvalue (38.5%), followed by the
islands of Santiago (25.3% in volume and 26.5% in value), Sdo Vicente
(15.2% in volume and 16.1% in wvalue) and Boa Vista (11.4% in volume
and 10.5% in wvalue). The other islands, together, accounted for 6.9%
in volume and 8.4% in value of the total transacted in the year.

32 Tourist arrival rates: Sal (40.2%), Boa Vista (28.1%), Santiago (16.0%) and Sé&o
Vicente (6.5%) - INE (2020) Tourism Statistics - Guest Movement in 2020.
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Cash advance 1s a feature of international cards that allows
cardholders to make cash withdrawals at credit institutions' branches.
This feature has been decreasing in recent years, with a total of 613
transactions, worth CVE 49.5 million, having been made in 2020 (460
fewer transactions, compared to 2019).

This decrease may be related to the modernization and development
of payment infrastructure in Cabo Verde and the globalization of
payments, enabling the use of international cards in 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 it (Graph II.27).

Graph II. 29 - Cash advances and international cards
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A comparison of the weight of the total wvalue transacted using
national cards 1in relation to the country's GDP33 illustrates the
relevant role of payment card transactions in the national economy.

Reversing the trend of the last 4 years, in 2020, payment cards
(national and international) were used to make transactions equivalent
of 51.9% of GDP at current prices (Graph II.28), which represents a
1.2% decrease, compared to the previous year.

33 Banco de Cabo Verde Data — Statistics and Economic Studies Department.
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Graph II. 30 - Developments in value transacted using cards/GDP
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Developments in payments generally follow the trend in national
economic expansion and can be considered as an indicator of
developments in private consumption, as well as in GDP in the country
(Graph II.29).

Although GDP decreased by 9.9% and private consumption by 1.3%, in
2020, the wvalue of transactions processed on the Vinti4 network,
between 2016 and 2020, showed correlation with growth 1in private
consumption (91.9%) and GDP (95.6%), in value.

Graph II. 31 - 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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E-commerce, given to 1its characteristics, combines countless
benefits both for consumers and merchants. For consumers, it provides
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more convenient and efficient shopping, offers a wider range of
choices, at lower prices and with highly personalized services. For
merchants, 1t enables lower costs to reach a wider public, open
twenty-four hours a day, new distribution methods, direct customer
contact, more consumer information and personalized marketing.

As for developments in e-commerce nationally, in 2020, despite the
general reduction in the use of payment cards due to the effects of
the Covid-19 pandemic, there was a 2.4% increase in the volume of
online purchases on Cabo Verdean merchant websites, although the wvalue
of transactions decreased by 54.3%, compared to the same period of the
previous year.

Overall, online purchases totaled 69,407 transactions, worth CVE
217.6 million (Graph II.30). The relative weight of online purchases
in total purchases made using a card remains negligible (0.4% in
volume and 0.5% in value).

Up to 31 December 2020, 88 online sales entities associated with
various sectors were registered with the SISP, of which 79 made
transactions during the vyear, representing an increase of 132.4%
compared to 2019 (34 entities with transactions).

Graph II. 32 - Monthly developments in online purchases
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As in the previous vyear, with regard to payment for online
purchases, by type of card (Graph II.31), the vinti4 card was the most
widely used payment instrument, with 67.0% of the total wvalue of
purchases during 2020.

Overall, 64,901 online purchases were made in Cabo Verde using a
Vinti4 card, worth CVE 145.9 million, which represents an increase of
12.3% 1in volume and a decrease of 51.2% in value, compared to the
previous year.

There were 4,506 online payments using an international card,
worth CVE 71.7 million escudos, representing decreases of 54.8% in
volume and 59.6% in value, compared to the previous year.
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Graph II. 33 - Online purchases per card type
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A Dbreakdown of online purchases by sector (Graph II.32) shows
that, in terms of wvolume, as in the previous year, the
telecommunications sector had the highest volume of transactions, with
39,091. Payments to the Government came in second with 17,437
transactions, followed by the hotel and travel sector, with 9,985
transactions.

In terms of amounts transacted, the sector with the highest wvalue
of online purchases continues to be the hotel and travel sector (CVE
143.2 million), followed by payments to the Government (CVE 37.6
million) and the goods and services sector (CVE 19.1 million).
Telecommunications, which lead in terms of number of transactions,
remained in fourth position, with CVE 17.2 million.

Graph II. 34 - Online purchases per sector
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A comparative analysis between online sales and in-person sales
(made in physical stores), in 2020, reveals Cabo Verdeans’ preference
for in-person purchases (99.6% of the number of transactions).

Meanwhile, in terms of growth, the year-over-year growth in
online purchases remains systematically higher than in-person
purchases (Graph II1.33), with online purchases enjoying an overall
growth of 2.4% in volume, while in-person purchases decreased by 3.3%,
compared to the previous year.

It is worth highlighting the month of April, during which, due
to the containment measures 1in force throughout the month, online
purchases grew by 19.5% in volume, while in-person purchases decreased
by 37.6%, compared to the same period of the previous year.

Graph II. 35 - POS and online purchases (volume)
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E-commerce in Cabo Verde still has great growth potential, so the
continuous modernization of payments, regulations and systems allows
for the creation of space and conditions for new players, services and
instruments in the Cabo Verdean Payment System, which, making use of
technological innovations, also open new prospects and dynamics for
the online shopping segment.

It is likely that the Covid-19 pandemic has also boosted the use
of digital payments in Cabo Verde, as has happened around the world,
which, in the near future, will naturally be reflected in the
choices made by Cabo Verdeans in terms of payment means and
instruments.
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Chapter III - Oversight

Although technological innovation in the banking and financial
sector is not literally a recent3? issue, the accelerated globalized
digital transformation in the means of payment - provided by the need
for transfers of funds between economic agents to be made increasingly
quickly and automatically - has, at the same time, been bringing new
challenges for Central Banks 1in terms of security and efficiency in
their payment and clearing systems.

Consequently, as promoters of public policies aimed at the
development and continuous modernization of the payment system,
Central Banks have been developing regulatory initiatives related to
the technological innovation of financial services and products, to,
especially, ensure that the digital transformation of payment means is
carried out securely and efficiently, in order to mitigate the risks
therein.

As regulator and overseer of the Cabo Verdean Payment System,
Banco de Cabo Verde published the payment system's legislatives3?
package in November 2018, to foster security and efficiency in the
digital transformation of +the country's means of payment, which,
consequently, strengthens the stability of the Cabo Verdean Payment
System, of the Financial System and of the economy in general.

Banco de Cabo Verde takes on the role of Overseer of the Cabo
Verdean Payment System under the terms of its Organic Law, a
responsibility that was reinforced by the provisions of Article 6 of
Legislative Decree No. 7/2018, dated 28 November, which states that
"Banco de Cabo Verde 1is responsible for overseeing the payment system,
as a policy that contributes to the fulfillment of public interest
objectives and the stability of the financial system in general.”

In fulfilling the mission of ensuring the secure and efficient
operation of the Cabo Verdean Payment System, in 2020 Banco de Cabo
Verde continued carrying out Payment System Oversight activities.

3% The presence of technological innovation in the banking and financial sector has not
been new since the 1990s, when new digital channels were implemented in the sector,
namely, automatic teller machines (ATM), points of sale (POS), online banking apps,
digitization of payment systems (such as electronic transfers and check clearing), etc.
3% For more details, see Legislative Decrees No. 7, No. 8 and No. 9, dated 28 November
2018.
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3.1. Daily monitoring of payment systems

Banco de Cabo Verde examines the efficiency of the Cabo Verdean
Payment System’s operation through the daily monitoring of the Deposit
and Settlement Management System3¢ (SGDL) .

As the only payment system that connects3” with the other
Financial Market Infrastructures in the country, the SGDL must be
monitored daily by Banco de Cabo Verde, since it is through it that
the Bank monitors and records incidents and/or anomalies that occur in
the Cabo Verdean Payment System and have an impact on financial
settlement in Central Bank money, for subsequent analysis and mapping
of risk profiles and sources.

Supported by regulations and technical manuals, Banco de Cabo
Verde monitored the performance of the SGDL and other Financial Market
Infrastructures in the country, on a daily basis, as shown in the
following figure:

Infographic 4 - Daily monitoring of the SGDL
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36 The Deposit Management and Settlement System is a payment system that ensures the

management of settlement accounts domiciled at Banco de Cabo Verde and the financial
settlement, in Central Bank money, of the transactions that affect said accounts.

37 Highlighted as the main payment system in the country, the SGDL’s performance must be
monitored daily because it 1s the only payment system that settles transactions from
other platforms, namely, Foreign Exchange Market, Money Market, Capital Market and SICIL
(retail payment systems).
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Nevertheless, Banco de Cabo Verde monitored the performance of
the country's retail payment systems, by daily monitoring the
settlement of transactions originating from the clearing subsystems
that make up the SICIL (Integrated Interbank Clearing and Settlement
System), as shown in the Table below:

Table III. 1 - Daily monitoring of the SICIL

INTEGRATED INTERBANK CLEARING AND SETTLEMENT SYSTEM (SICIL)

Automated Check Clearing
Electronic Funds Transfers Vinti4 network
System

O wint'a
N

Payment Instrument:
e Payment cards (Debit
and Credit) .

Payment Instrument: Payment Instrument:
e Checks. e Credit Transfers.

Source: Banco de Cabo Verde.

In FY 2020, there was no incident that could Dbe considered
significant and that Jjeopardized the operational stability of the
country's payment systems.

3.2 - Incident Analysis?®

In the context of Incident Analysis, the Extension Rate is an
indicator that highlights the settlement risk 1in the SGDL, the
liquidity «risk of direct participants and the operational and
technological risk of the Financial Market Infrastructures resulting
from incidents and/or anomalies that provoked extensions of the SGDL
settlement service.

In 2020, the Extension Rate of the SGDL settlement service was
0.66%, representing a difference of 1.01 percentage points from the
2019 Extension Rate (1.67%).

3% An Incident Analysis consists in continuously monitoring incidents occurring in the
SGDL, in the peripheral systems and in the clearing subsystems that make up SICIL. The
purpose of this activity 1is to identify gaps, inefficiencies and inconsistencies in
Financial Market Infrastructures, analyze them as incidents and/or anomalies and provide
resolution mechanisms that reduce the possibility of their recurrence.
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Graph III. 1 - SGDL settlement service extension fee in 2020

25 3%
2,3%

20 2%

=
o

2%

10 ! ‘ 1%

Extension Rate [%)]

Business Days [Q]

) 1%

0%
January February March April May June July August September October November December

= Business Days [Q] —*— Extension Rate [%)]

Source: SGDL; Prepared by Banco de Cabo Verde.

Nevertheless, it 1is important to highlight that, although the
Extension Rate of the SGDL settlement service reached 0.66%, all
transactions for 2020 were settled, thus showing that the SGDL has
internationally3® required and recommended operating conditions to

ensure that transactions are settled by the end of the settlement
sessions.

3.3 - Statistical data analysis %

As in the previous year, we again highlight the developments in
the Peak Day indicator, which highlights liquidity risk and
operational risk in the SGDL, related to the substantial increase in
business volume in the Cabo Verdean Payment System.

Thus, and as shown in Graph III.2, the largest number of
transactions settled in the SGDL occurred on 28 December 2020, with

227 transactions settled, with the Historical Peak Approach Index
reaching 49.56%.

3% For more details, see “Principle 8 - Settlement Finality” in “Principles for Financial
Market Infrastructures” CPSS-IOSCO (2012).

40 Statistical data analysis 1is an important tool of the Payment System Oversight
function, as it helps to check the performance of Financial Market Infrastructures, by
analyzing statistical data on risk indicators. The main risk indicators are: Dbusiness
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.
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Graph IITI. 2 - Peak day (transactions settled) in 2020
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Source: SGDL; Prepared by Banco de Cabo Verde.

Comparing the Peak of transactions settled in the period under
analysis (227 transactions settled) with the Historical Peak (458
transactions settled), it 1s clear that the SGDL did not reach a
situation that can be considered critical with regard to the maximum
number of payments made in a single day in 2020.

With regard to values settled in the SGDL, the highest record
occurred on 31 August 2020, with CVE 93.5882 billion, with the
Historical Peak Approach Index reaching 24.54%.

Graph III. 3 - Peak day (transaction values) in 2020
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The values settled on the Peak Day under analysis (CVE 93.5882
billion) did not «represent a significant risk for the direct
participants or for the financial system, taking into account the
comparison with the Historical Peak (CVE 381.3063 billion).
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Box 8 - Digital transformation in payments and the challenges to
systems oversight

Technological innovation has driven the digital transformation of
payment services around the world. With the international influence
and the development of Cabo Verdean society in terms of knowledge
and the wuse of new technologies, -especially smartphones, one
anticipates advances in the digitalization of payment services and
the integration of new providers of these services*' in the Cabo
Verdean Payments System.

In view of the digital transformation in payments, Banco de Cabo
Verde (BCV), as promoter of the smooth functioning of the Cabo
Verdean Payment System (SPCV), is continually challenged to promote
payment systems and instruments, either through regulation or
through oversight.

In other words, central Dbanks' oversight4? of payment systems now
faces other challenges, namely, in terms of understanding the new
infrastructure dynamics, resulting from the integration of digital
services and instruments and the need to adjust the activities
conducted by them, in particular (among others) :

e In monitoring, digital transformation challenges are related
to knowledge of the design and operation of new payment
services, which includes a clear wunderstanding of their
connection to other payment systems.

With the entry of new payment service providers, the oversight
authority must monitor several aspects, such as: the way such
providers participate in existing clearing and settlement?’
services; their operability/technological base;
interoperability?*?; and security.

Regarding these and other aspects, the oversight authority
must have access to some information, such as regulations,
procedures and user manuals, operational activity reports,
audit reports, incident reports and statistical data.

e In the assessment of a payment system that includes payment
service (s) and/or instrument (s) with essentially digital

4l See Legislative Decree No. 9/2018, dated 28 November, which "establishes the legal

framework that regulates access to the work of payment institutions and electronic money
institutions." Also, see 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 the protection of
funds received by these institutions.”

42 See the “Oversight Policy” on Banco de Cabo Verde’s website.

43 See the experience of some countries regarding the access of non-banking institutions
to the main payment infrastructures - page 50 of the report “Payment aspects of
financial inclusion in the fintech era” (Committee on Payments and Market
Infrastructures and World Bank Group, 2020).

44  See Notice No. 8/2020, dated 26 October, which establishes the “rules of
interoperability between Payment Systems.”
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characteristics, there are challenges in terms of adaptability
of the models to assess these services and/or instruments?*®
provided by international?® organizations.

Aware of the need for such an adaptation, several guidelines
were produced for central banks as to their approach to
technological advances affecting payment services, especially
digital ones. One such guideline is the report “Payment
aspects of financial inclusion in the fintech era‘’,” where it
is mentioned?® that “fintech?’ developments may challenge the
applicability of current oversight concepts and standards.”
And as it explains, “since most payment oversight rules and
regulations predate recent fintech developments, it is
important to ensure that the requirements do not discriminate
against the use of a specific technology or completely
disregard new technologies. Ideally, the requirements are
technologically neutral, although they should be periodically
evaluated to ensure that they are, as far as possible,
predictable for the future.”

e In order to induce change, the oversight authority will need
to have essential information to assess digital payment
systems, from their design to their operability and compliance
with the rules. And, with that, present findings in the form

of reports and opinions, which should be sufficiently capable
of influencing decisions that are adjustable to efficiency and
security.

From oversight activities, it can, in some cases, be concluded
that a system has a sufficient degree of security and
efficiency and that no further action is necessary. However,
in other cases, it may be concluded that internationally
accepted requirements or guidelines are not being met, in
which case change needs to be induced.

Note that, as part of its activities, the oversight authority pays
close attention to the challenges of SPCV’ s modernization,
regarding, among other aspects:

v' collaboration with other national and international entities -
particularly the financial institutions operating in the
country;

%5 As a reference, the document “harmonised oversight approach and oversight standards
for payment instruments,” European Central Bank (ECB). Also the project “oversight
framework for electronic payment instruments, schemes and arrangements (the PISA
framework) ,” ECB.

‘¢ As references, the BIS and the ECB.

47 From the "Committee on Payments and Market Infrastructures and World Bank Group."

48 See page 46 of the report.

4% English term for new applications of technology to financial services.
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ensuring that any operating payment service is regulated;

mitigating the risks of fraud, cyber-attack®, money laundering
and terrorist® financing;

v personal data protection.

Other Bibliographic references:

e Rosalino Hélder (2020). “Digital Transformation Challenges for the
Banking Sector.

e Bank for International Settlements (2020). “Annual Economic Report”, Chapter III
“Central banks and payments in the digital era.”

e Bank for International Settlements, Bech, M and J Hancock (2020). “Innovations in
payments.”
e Bank for International Settlements, Carstens, A (2019). “The future of money and

the payment system: what role for central banks?”

e Geneva Report on the World Economy, no 22, Petralia, K, T Philippon, T Rice and N
Véron (2019) . “Banking disrupted? Financial intermediation 1in an era of
transformational technology.”

e Basel Committee on Banking Supervision (2018) . “Sound Practices on the
Implications of fintech developments for banks and bank supervisors.”

e Bank for International Settlements, Carstens, A (2018). “Money and payment systems
in the digital age.”

e Furopean Central Bank, Mersch Y (2018). “Innovation and digitalization in payment
services.”

e Annual Cambridge Centre for Alternative Finance Conference, Marcel M (2017).
“FinTech and the Future of Central Banking: A Latin American Perspective.”

3.4 - Monitoring of Vinti4 network anomalies

The Vinti4 network is one of the retail payment systems
incorporated into SICIL, together with the Automated Check Clearing
System and the Electronic Funds Transfer System.

However, with regard to household consumption, the Vinti4
network 1is significantly more relevant than the other systems, as it
is the most widely used retail payment system in private consumption
in Cabo Verde. Therefore, a large-scale® disruption in the Vinti4
network can cause negative effects/externalities on the economy,

% To mitigate cyber-attacks, several international guidelines were issued. In order to
implement these recommendations, in Cabo Verde, the “National Cybersecurity Strategy”
was approved through Resolution No. 21/2016, dated 7 March. And, with a view to
implementing the main points established in the aforementioned Strategy, the “legal
framework for cybersecurity” was approved by Decree-Law No. 9/2021, dated 29 January.
Also, under the terms of this Decree, the “IT Security Incident Response Team” was
created through Regulatory Decree No. 1/2021, dated 29 January.

°1 See “Money Laundering and Terrorist Financing Prevention” on Banco de Cabo Verde’s
website.

52 Therefore, any disruption in the functioning of the Vinti4 Network could undermine
private consumption and public confidence in the Cabo Verdean Payment System and in the
currency in general.
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considering the direct link of the aforementioned payment system with
Cabo Verdean households' expenditure on consumer®3 goods.

For these reasons, Banco de Cabo Verde continuously monitors the
anomalies found in the Vinti4 network, especially those related to
ATMs, arising from technical and communication problems, as
illustrated in Graph IITI.4.

Graph III. 4 - ATM unavailability per island (hours)
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Although there has been an increase 1in the wunavailability of
ATMs in the last four (4) vyears, the Vinti4 network did not present
any relevant occurrence and/or abnormality that would put into
question the reliability of the service, in the year under analysis.

3.5 - Assessment of Financial Market Infrastructure

After completing®! the assessment® of the country's three retail
payment systems (SICIL), Banco de Cabo Verde Dbegan assessing the
Centralized Securities Settlement and Custody System, last year.

Managed and operated by the Cabo Verde Stock Exchange, the
Centralized Securities Settlement and Custody System is an essential
and critical platform for securities transactions and deposits of the
national financial system, given that it is on this platform that the

53 Such as food, clothing, leisure, education, health, etc.

5% From 2017 to 2019, Banco de Cabo Verde completed the assessment of the country's
retail payment systems. The level of security and efficiency of the three subsystems
that are integrated in SICIL were assessed, namely, the Automated Check Clearing System,
the Electronic Funds Transfer System and the Vinti4 Network.

55 The assessment consists of checking the Financial Market Infrastructures’ resilience
level, in terms of compliance with the principles recommended by the Bank for
International Settlements (BIS).
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stock market (trading and public offerings) and securities trading
systems are managed.

Upon initiating the assessment process, Banco de Cabo Verde
intends to ascertain the level of legal, operational and technological
security of the Centralized Securities Settlement and Custody System
and of the entity that manages the platform, the Cabo Verde Stock
Exchange.

3.6 — Results of Oversight Activities

Taking on more and more the responsibilities suggested by the
Bank for International Settlements (BIS) for Central Banks, as part of
the clarification and transparency of the Payment System’s Oversight,
Banco de Cabo Verde has been regularly producing the following
reports:

Table III. 2 - Results of Oversight Activities

REPORTS FREQUENCY DESCRIPTION
) LT or Covfiden?ia} repo?t that exposes the
Financial Market Annual main findings in the assessment
Infrastructures processes.
Report that aims to quarterly present
the performance of the Cabo Verdean
b) Payment system Payment System, with regard to the
. Quarterly . ) X X
Oversight Report analysis of risk and incident
indicators.
Considering the complexity and volume
of the matter, Banco de Cabo Verde
produces a monthly report containing a
c) Payment system summary of the Cabo Verdean Payment
Oversight Report Monthly System’s performance, based on
statistical analysis of the main risk
indicators.

Source: Banco de Cabo Verde.
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Statistical Annex

Table 1 —Overall Clearing Transactions

Volume: units.

Value: million escudos.

Checks Check Returns Transfers Transfer Returns
Volume Value Volume Value Volume Value Volume Value
1998 72754 20570,6 994 200,8 10053 20010,9 -
1999 128 294 28 509,1 1489 287,9 14664 24298,5 -
2000 153641 36395,6 1911 306,7 14378 17634,9 -
2001 159638 39196,3 1447 238,6 15300 16 625,9 -
2002 184 386 47 340,4 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 85223,9 3624 1204,4 57797 63099,5 -
2010 364 642 83205,8 3767 1185,5 84070 75024,6 -
2011 364911 83779,8 3389 792,7 115675 75949,0 -
2012 346570 77024,2 3600 1003,0 272 845 82844,9 -
2013 309 755 68 451,5 2544 661,1 419938 87083,9 647 88,2
2014 297 785 66 900,5 3286 900,4 452214 93201,9 839 139,3
2015 302525 70634,6 3277 1369,3 503270 111 458,1 493 80,8
2016 315990 73854,4 3199 1099,5 558 842 118123,9 711 164,8
2017 308403 70220,1 3563 1605,5 598677 128319,1 646 94,8
2018 302289 69897,8 3683 1175,5 671875 140251,6 540 78,0
2019 301060 72 806,1 4020 1619,5 739958 158687,3 1005 84,5
2020 254959 64330,4 3012 1403,1 891997 129510,8 483 103,3
Source: SISP.
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Table 2 —Monthly Data on Checks Submitted for Clearing, in Volume (2005 -2020)

Volume: units.
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
January 12 855 15071 17910 25934 25591 25043 28276 28152 26 804 21627 23554 22502 25681 26868 25082 24342
February 13716 15377 18 250 25188 24849 26400 28919 28351 23043 23399 22918 24636 25709 23449 23384 23000
March 16 996 18598 22571 27076 30735 33059 32556 31526 25579 23843 27920 27019 28070 25492 24345 27072
April 15663 16955 18607 28536 28634 29400 29710 29386 27489 24718 25007 25887 23233 25376 24383 10562
May 15493 19221 22451 28471 28197 29444 31729 31711 27176 25122 24221 26935 26457 26550 26490 16 066
June 17 365 19522 21217 29091 30291 30661 30771 27047 23560 29614 25755 25736 25394 23848 22499 21142
July 15987 18457 19784 31009 23251 31248 29700 28797 28335 26774 26957 28158 24454 25597 26877 22197
August 13239 19082 20251 25912 28417 30653 32025 29186 24604 22397 23185 27235 25794 25266 24311 20546
September 16586 19057 19233 29453 29644 29921 30337 25982 24357 23649 23415 24756 24017 22236 23773 21570
October 15957 18641 21807 30478 30235 29117 30415 29661 26572 24987 24377 25769 26236 26258 26525 21996
November 16578 19334 26360 26855 28845 30888 32197 27201 24130 22711 24804 27165 26066 25006 24657 21209
December 19 858 22905 24969 34919 37911 38808 28276 29570 28106 28944 30412 30192 27292 26343 28734 25257
Total 190293 222220 253410 342922 346 600 364 642 364911 346570 309 755 297785 302525 315990 308403 302 289 301060 254 959
Monthly average 15858 18518 21118 28577 28 883 30387 30409 28 881 25813 24815 25210 26333 25700 25191 25088 21247
Source: SISP.
Table 3 - Monthly Data on Checks Submitted for Clearing, in Value (2005 -2020) I
Value: million escudos.
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
January 2684,0 3228,3 5267,7 6015,6 6366,2 6127,0 6783,6 6740,7 6785,1 5851,1 6449,3 6486,8 6786,5 7530,8 6993,0 7155,2
February 2563,3 3108,2 3884,6 5733,3 5586,7 7672,3 6160,2 6292,2 5379,2 4742,8 5970,5 5265,9 5806,4 4694,4 6959,9 5446,3
March 3172,7 4973,8 4126,8 6453,7 7611,2 6538,1 7091,0 6304,3 5646,5 5122,7 5839,5 7272,0 7069,5 6278,9 5473,6 6772,1
April 3013,9 3384,5 3475,8 6827,7 6602,5 6439,3 6323,6 5836,4 5795,8 5172,6 5483,4 5598,1 6263,2 6099,5 5745,7 3413,6
May 2880,0 3593,9 4731,0 7472,1 7559,4 5996,4 6704,3 6991,1 5659,6 5439,6 5648,5 6351,6 5913,1 6104,7 5663,1 4091,9
June 3151,0 3922,8 4611,7 7326,0 7177,0 7 145,8 8137,4 6078,6 5592,2 7249,2 5872,8 5778,4 5364,4 5812,7 5287,2 5426,0
July 3181,1 3813,1 4372,0 8536,0 4787,9 6918,9 6556,2 6108,7 6653,4 5611,1 5916,7 5981,1 4764,7 5763,7 5776,1 5682,4
August 2552,0 4156,8 5139,1 7130,0 6641,4 6910,9 7 148,2 6567,0 5292,4 5270,3 5498,6 6299,6 5454,3 5872,7 5794,3 5057,0
September 3041,7 4081,9 4075,3 7813,3 7003,0 6597,7 7243,5 5695,5 5201,4 5536,8 5098,3 5405,2 5293,8 4757,1 5711,1 4972,2
October 3289,7 3595,2 4691,9 7684,9 7073,5 7090,2 74711 7127,0 5405,9 5106,4 5540,1 6076,5 5617,6 5522,7 5849,3 4926,7
November 27715 3781,4 6274,0 7252,8 6492,1 6645,8 7377,1 6260,5 5074,5 5010,9 5252,0 6221,0 5632,2 5249,1 5900,9 4569,4
December 4 843,0 4564,5 6567,8 18089,4 10080,4 9123,4 6783,6 7022,3 5965,5 6787,0 8065,0 7118,1 6254,3 6211,6 7651,8 6817,7
Total 37143,9 46 204,5 57217,7 96 334,9 82981,3 83205,8 83779,8 77 024,2 68451,5 66 900,5 70634,6 73854,4 70220,1 69 897,8 72 806,1 64330,4
Monthly average 3095,3 3850,4 4768,1 8027,9 6915,1 6933,8 6981,7 6418,7 5704,3 5575,0 5886,2 6154,5 5851,7 5824,8 6067,2 5360,9
Source: SISP.
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Table 4 —Checks Submitted for Clearing by Value bracket, in Volume (2010 -2020)

Volume: units

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
1 10000 92071 91264 85594 76196 71871 71958 72668 68973 67297 63362 53867
10001 20000 62414 61535 59048 53411 51412 54961 53038 52457 50283 49330 41707
20001 30000 38283 38500 37586 34171 32672 39161 33885 33687 36362 32826 27625
30001 50000 44356 45081 43217 39367 37931 39305 40670 40107 39499 39538 31675
50001 100000 48320 48541 45164 40100 38846 37982 42029 41943 41596 41437 35017
100001 500 000 56313 56696 53529 46982 45866 41092 52389 50894 48070 54052 44793
500001 1000000 10371 10366 10231 8842 8776 8271 9810 9641 9109 9958 10295
1000001 2000000 6053 6007 5696 4922 4840 4581 5737 5337 4909 5072 4672
2000001 3000000 2216 2475 2176 1862 1922 1807 2091 1847 1882 1802 1683
3000001 4000000 1101 1231 1193 1107 1074 980 980 901 887 968 808
4000001 5000000 798 780 800 744 679 710 682 642 668 752 603
5000001 10000000 1466 1562 1559 1289 1142 1082 1265 1301 1141 1297 1485
10000001 20000000 611 558 499 560 496 410 478 437 375 406 504
20000001 100 000 000 247 295 266 193 253 218 256 225 194 246 210
>100.000.000 22 20 12 9 5 7 12 11 17 14 15
Total 364642 364911 346570 309755 297785 302525 315990 308403 302289 301060 254959
Source: SISP.
Table 5 —Checks Submitted for Clearing by Value bracket, in Value (2010 -2020) I
Value: million escudos.
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
1 10 000 502,4 503,5 479,1 428,0 406,9 406,9 410,6 389,4 378,8 357,7 302,4
10001 20000 937,4 923,8 888,0 802,6 771,4 897,3 798,6 788,0 751,3 738,9 625,0
20001 30000 967,3 973,0 950,2 862,5 823,8 1174,8 853,4 846,7 963,0 825,9 694,4
30001 50000 1768,4 1797,7 1725,3 1567,1 1512,3 2289,0 1621,8 1597,6 1680,0 1576,8 1263,8
50001 100000 3519,0 3536,1 3270,7 2909,0 2816,5 3731,8 3059,3 3040,2 3685,3 3007,2 2503,5
100001 500 000 12 496,5 12423,8 11775,2 10408,7 10143,3 10059,9 11636,7 11344,9 11173,8 12 058,0 9884,9
500001 1000000 7530,9 7560,0 7481,7 6430,8 6390,0 6540,8 7 159,2 7039,1 6971,0 7293,7 6366,7
1000001 2000000 8739,7 8636,4 8203,9 7099,6 6988,6 6928,8 8249,7 7717,5 7309,9 7354,1 6435,0
2000001 3000000 5556,4 6191,3 5426,2 4665,9 4834,0 4730,3 5225,6 4627,6 4842,5 4570,8 3965,4
3000001 4000000 3880,7 4331,9 4206,9 3917,7 3813,1 3772,3 3445,7 3171,7 32229 3492,5 28249
4000001 5000000 3684,2 3597,1 3665,5 3407,4 3102,2 3866,0 3143,0 2976,4 3363,0 3509,4 2769,9
5000001 10000000 10461,7 11 063,0 11 068,8 9200,6 8135,2 8674,8 9252,2 9653,2 8693,3 9211,2 11216,8
10000001 20000000 8509,9 7720,5 6992,5 8001,3 7 166,0 6596,0 6641,6 6288,8 5565,0 5799,1 6522,7
20000001 100000000 8657,7 11 029,6 9051,0 7337,0 9234,8 9332,3 10003,2 8443,2 7 855,4 9592,3 7 296,5
>100.000.000 5993,6 3491,9 1839,1 1413,3 762,3 1633,7 2353,8 2295,7 3442,6 3418,5 1658,3
Total 83 205,8 83779,8 77 024,2 68451,5 66 900,5 70634,6 73854,4 70220,1 69 897,8 72 806,1 64 330,4
Source: SISP.
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Table 6 —Monthly Data on Returned Checks at Clearing, in Volume (2005 —2020) I

Volume: units.
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

January 173 126 152 236 264 276 306 229 278 182 254 207 272 285 292 326
February 91 149 155 179 292 242 199 397 184 156 216 263 249 241 274 254
March 150 165 148 368 278 321 277 188 169 179 235 220 315 275 308 294
April 127 176 132 194 235 334 252 295 190 164 232 216 244 266 318 210
May 142 151 156 266 449 214 245 356 221 168 508 282 358 284 381 158
June 137 168 117 247 309 309 318 306 189 484 260 227 432 303 331 256
July 204 153 177 354 290 590 335 247 210 507 283 274 217 328 574 226
August 126 185 115 272 351 251 348 332 197 443 286 245 250 344 298 197
September 182 150 141 507 355 253 275 302 200 234 190 214 289 263 300 344
October 157 129 147 434 263 320 254 313 226 245 276 251 310 309 306 227
November 143 164 188 351 237 296 274 313 246 235 225 305 303 447 314 207
December 190 160 185 360 301 361 306 322 234 289 312 495 324 338 324 313
Total 1822 1876 1813 3768 3624 3767 3389 3600 2544 3286 3277 3199 3563 3683 4020 3012

Monthly average 152 156 151 314 302 314 282 300 212 274 273 267 297 307 335 251

Source: SISP.
Table 7—Monthly Data on Returned Checks at Clea ring, in Value (2005 -2020) I

Value: million escudos.
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

January 75,8 8,2 30,9 47,2 57,8 41,6 56,7 60,4 66,3 30,0 83,3 43,2 92,2 94,7 112,33 127,4
February 16,5 17,2 28,6 45,6 33,5 273,5 56,9 1456 76,1 249 30,3 53,9 75,5 72,4 73,4 122,6
March 45,4 38,4 31,0 96,6 41,5 48,2 56,1 57,0 88,8 105,0 99,1 176,4 93,4 81,4 153,2 124,99
April 33,3 21,6 29,1 64,7 32,3 1016 77,4 85,2 50,9 25,3 83,2 47,0 455,8 91,8 96,4 79,0
May 69,8 18,7 50,9 54,0 68,7 76,0 46,3 110,3 36,3 26,2 181,11 75,0 109,2 81,2 164,0 65,8
June 12,5 11,9 23,5 60,3 64,1 75,8 98,3 1153 70,4 74,2 255,1 64,9 161,8 117,2 205,1 92,4
July 31,5 82,3 26,2 110,4 44,5 172,6 74,6 47,0 41,7 92,6 53,1 67,6 77,4 87,0 149,6 65,9
August 19,0 37,4 23,9 97,9 55,8 127,8 41,7 93,6 41,9 159,6 58,1 86,3 93,7 121,3 122,2 283,1
September 11,1 20,2 17,5 114,8 670,4 36,3 86,4 110,4 47,1 55,6 121,6 81,0 153,5 66,9 124,8 116,0
October 13,2 28,3 78,7 75,7 37,2 62,5 54,9 55,8 31,1 54,8 82,7 98,1 104,0 133,5 163,6 90,4
November 12,5 15,7 39,2 65,3 30,4 89,9 86,6 71,4 70,3 43,7 44,0 182,6 97,9 1241 62,7 70,3
December 19,5 77,5 30,1 9390,2 68,3 79,7 56,7 50,8 40,4 208,5 277,7 123,5 91,0 104,1 192,2 165,4

Total 360,1 377,2 409,6 10222,7 1204,4 1185,5 792,7 1003,0 661,1 900,4 1369,3 1099,5 1605,5 1175,5 1619,5 1403,1
Monthly average 30,0 31,4 34,1 851,9 100,4 98,8 66,1 83,6 55,1 750 114,1 91,6 133,8 98,0 1350 116,9
Source: SISP.
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Table 8 —Returned Checks at Clearing by Value bracket, in Volume (2010 -2020)

Volume: units.

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
1 10000 687 477 430 377 402 343 289 286 245 258 182
10001 20000 521 462 538 393 415 331 304 367 290 266 151
20001 30000 896 839 876 227 254 250 190 185 186 177 145
30001 50000 - - - 329 540 554 599 663 580 581 572
50001 100000 533 540 595 434 656 654 637 691 643 656 616
100001 500000 848 787 832 516 798 814 844 911 1268 1626 865
500001 1000000 127 139 186 154 101 161 160 240 257 221 201
1000001 2000000 79 79 71 51 68 83 94 144 122 131 167
2000001 3000000 29 32 36 27 23 39 30 27 50 30 40
3000001 4000000 16 12 16 12 17 16 20 14 15 23 19
4000001 5000000 5 8 13 16 3 11 11 7 12 16 30
5000001 10000000 13 12 7 4 5 16 14 16 9 20 20
10000001 20000000 8 2 - 4 1 5 5 7 4 8 4
20000001 100000000 4 - - - 3 - 2 4 1 7 -
>100.000.000 1 - - - - - - 1 1 - -
Total 3767 3389 3600 2544 3286 3277 3199 3563 3683 4020 3012
Source: SISP.
Table 9 —Returned Checks at Clearing by Value bracket, in Value (2010 -2020) I
Value: million escudos.
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
1 10000 4,1 3,4 2,6 3,3 2,2 2,0 1,7 1,7 1,6 1,7 1,3
10001 20000 7,9 7,5 8,2 6,7 6,2 5,0 4,7 5,6 4,3 4,2 2,5
20001 30000 30,9 29,7 29,4 6,2 6,4 6,3 4,8 4,7 4,8 4,5 3,7
30001 50000 0,0 0,0 0,0 14,3 21,8 22,5 23,9 26,9 23,0 23,2 23,1
50001 100000 39,5 40,6 44,0 36,5 483 47,8 47,2 50,0 47,6 47,5 45,9
100001 500000 191,4 172,9 193,0 117,6 179,3 189,7 184,4 217,2 312,4 386,55 1993
500001 1000000 92,0 101,5 137,4 879 77,4 1186 122,9 178,7 190,7 164,1 1553
1000001 2000000 114,3 122,6 104,0 68,8 100,2 116,8 136,8 207,2 167,8 187,3 2343
2000001 3000000 742 77,3 96,9 72,5 144,7 103,2 74,6 71,3 1192 764 1143
3000001 4000000 57,1 47,2 117,6 455 72,8 74,2 72,9 49,8 54,4 89,5 76,1
4000001 5000000 24,6 55,7 1385 92,3 19,4 1164 53,8 33,3 69,7 86,5 247,1
5000001 10000000 94,6 85,2 131,3 34,2 36,7 479,8 109,1 1129 99,0 167,8 239,2
10000001 20000000 116,0 49,0 0,0 754 10,1 87,2 82,7 105,2 48,0 109,3 60,9
20000001 100000000 129,0 0,0 0,0 0,0 174,8 0,0 180,0 185,1 25,0 270,9 0,0
>100.000.000 210,0 0,0 0,0 0,0 0,0 0,0 0,0 356,0 8,0 0,0 0,0
Total 1185,5 792,7 1003,0 661,1 900,4 1369,3 1099,5 16055 1175,5 1619,5 1403,1
Source: SISP.
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Table 10 —Returned Checks by reasons for return, in Volume (2010-2020)

Volume: units.

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

By Drawee institution
Non-clearable 6 1 6 4 61 103 109 94 87 156 117
Lack of key Requirement 83 158 165 116 138 170 236 236 299 372 368
Lack of orinsufficient funds 2601 2576 2170 1704 1369 1335 1237 1386 1489 1678 975
Irregular Withdrawal 81 63 241 82 292 282 437 633 605 423 285
Irregular Endorsement 3 - 8 - 30 - 8 4 15 5 5
Check with revoked funds - for just cause 6 - 3 8 4 3 - 2 5 - 1
Check without revoked funds - for just cause 4 - - 1 - - - 3 3 3 2
Check with revoked funds -submitted after the deadline 1 2 1 3 - - 1 - 9 - 1
Check without revoked funds - submitted after the deadline 2 2 1 8 2 8 2 5 5 5 1
Blocked account 64 54 151 64 81 119 101 77 56 34 34
Suspended account 14 1 - - - 6 4 4 - 1 1
Closed Account 11 1 2 7 2 4 2 5 2 1 4
Poor Forwarding 8 5 4 1 19 48 39 124 153 91 140
Account Number does not exist 28 18 23 14 9 4 4 5 8 10 6
Check Number does not exist 31 32 31 16 27 53 41 26 27 14 14
Errorin data 25 58 46 45 88 191 155 91 143 90 27
Incorrectly Indicated Amount 42 37 42 36 151 339 362 331 303 396 288
Check not Submitted 51 7 1 5 30 - - 2 - - 16
Duplicate record 451 18 194 73 273 142 68 54 58 343 32
No stamp/submission reference/ no endorsement 1 - - - 1 10 2 - 6 1 2
Counterfeit check with funds 2 - - - 2 - 1 2 3 - -
Counterfeit check without funds 1 - 2 3 - 1 1 2 - - -
Return at the request of borrower institution 26 27 28 32 26 18 22 35 34 51 25
Various Reasons 203 323 461 289 187 3 - - - - -
Image not received or unreadable - - - 2 468 406 300 376 291 275 576
Borrowing Institution’s Failure to Clear - 1 - 23 - - - 17 - - -
By Borrowing Institution
Borrowing Institution’s Failure to Clear - 2 2 3 6 6 - 17 - - 29
Invalid reason for return 1 - 3 - 2 5 6 26 18 15 5
Poor Forwarding 8 - - 1 1 - 2 4 2 2 -
Check not Submitted 9 - - - 8 - - - - - 5
Duplicate record - - - - - - - 2 1 1 -
Return after Deadline 4 3 15 4 9 21 59 17 61 53 53
Period to archive the check has passed - - - - - - - - - - -

Total 3767 3389 3600 2544 3286 3277 3199 3580 3683 4020 3012
Source: SISP.

Cabo Verdean Payment System Report — 2020 115



Table 11 —Returned Checks by reasons for return, in Value (2010-2020)

Value: million Escudos.

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
By Drawee institution
Non-clearable 3,1 0,5 0,6 0,1 2,7 11,6 22,0 31,4 18,2 29,1 25,5
Lack of key Requirement 27,2 58,3 60,9 47,2 26,7 57,4 177,3 99,0 111,9 164,4 197,0
Lack of orinsufficient funds 537,0 556,4 484,6 375,0 221,9 424,3 232,1 387,9 412,5 553,3 386,7
Irregular Withdrawal 16,0 14,5 91,9 7,8 1355 14455 209,1 633,4 197,7 338,0 106,1
Irregular Endorsement 0,4 - 0,4 - 2,1 - 2,4 0,3 40,4 1,5 0,2
Check with revoked funds - for just cause 0,1 - 0,1 0,1 4,5 0,2 - 67,9 0,8 - 1,1
Check without revoked funds -for just cause 0,2 - - 0,8 - - - 0,3 0,4 0,9 3,1
Check with revoked funds - submitted after the deadline 2,5 0,2 0,2 0,2 - - 0,1 - 1,6 - 0,1
Check without revoked funds -submitted after the deadline 0,6 0,2 0,1 1,1 4,0 0,3 0,7 0,2 0,4 0,2 1,2
Blocked account 41,3 8,2 38,1 8,6 2,7 50,6 7.4 5,5 7.3 4,5 13,6
Suspended account 0,0 1,0 - - - 0,1 0,0 0,4 - 0,0 0,0
Closed Account 1,3 0,0 0,0 1,2 0,4 0,6 0,2 0,2 0,6 0,0 0,1
Poor Forwarding 3,0 0,2 0,6 0,0 6,1 9,7 39,2 67,5 41,0 24,5 32,1
Account Number does not exist 3,3 0,5 3,9 0,7 1,1 0,5 0,3 0,3 3,0 1,0 5,3
Check Number does not exist 13,1 2,2 8,5 3,1 3,0 6,5 2,4 4,7 9,5 2,6 4,0
Errorin data 6,8 5,3 9,3 5,4 98,8 66,9 47,6 36,1 58,2 19,3 4,4
Incorrectly Indicated Amount 12,9 13,7 65,7 19,0 57,9 138,6 180,6 98,2 110,3 101,0 106,5
Check not Submitted 11,8 0,6 0,2 0,4 17,3 - - - 3,8 - 17,1
Duplicate record 139,5 2,2 17,5 29,5 27,5 15,3 11,4 8,4 0,8 57,7 117,9
No stamp/submission reference/ no endorsement 0,0 - - - 0,3 5,9 0,6 - 0,0 0,2 0,1
Counterfeit check with funds 6,7 - - - 0,0 - - 0,0 - - -
Counterfeit check without funds 0,1 - 0,5 0,4 - 0,0 0,4 0,3 - - -
Return at the request of borrower institution 33,1 7,9 10,0 37,7 4,8 7,5 22,6 10,9 9,4 15,7 1,0
Various Reasons 318,8 119,6 199,4 106,4 16,4 0,2 - - - - -
Image not received or unreadable - - - 0,0 262,4 422,2 130,5 137,6 124,7 292,9 327,5
Borrowing Institution’s Failure to Clear - 0,1 - 15,7 - - - 1,7 - - -
By Borrowing Institution
Borrowing Institution’s Failure to Clear - 1,0 0,0 0,0 0,0 3,0 - 1,7 - - 12,7
Invalid reason for return 0,1 - 0,3 - 0,0 1,5 0,0 3,1 1,0 0,8 28,8
Poor Forwarding 0,7 - - 0,0 0,1 - 0,0 6,0 1,6 0,5 -
Check not Submitted 0,8 - - - 3,2 - - - - - 0,5
Duplicate record - - - - - - - 0,1 0,0 0,0 -
Return after Deadline 5,1 0,0 10,2 0,7 0,7 1,9 12,5 4,0 20,4 11,3 10,8
Period to archive the check has passed - - - - - - - - - - -

Total 11855 792,7 1003,0 661,1 9004 1369,3 10994 1607,1 1175,5 1619,5 1403,1
Source: SISP.
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Table 12 —Monthly Data on Submitted Transfers, in Volume (2005 -2020

Volume: units.

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
January 3200 3317 3645 2937 3519 4064 6162 9796 27 644 30304 29752 33858 40210 44395 50306 56162
February 2209 2749 3962 3115 3814 5256 7111 12183 30227 34 844 37197 41238 45 889 49 206 54 682 61914
March 2126 2518 2905 3629 4900 7080 9197 13555 34065 35996 44 346 49554 51597 55757 57211 69503
April 2313 2747 2712 3625 5115 6959 7 840 13535 30784 36496 39777 43103 46 255 52686 60036 61492
May 1436 2439 2754 3835 4548 6452 8170 14616 35204 33772 39017 43998 48517 57677 65082 69480
June 1974 2398 2518 3531 4652 6432 8956 14919 32719 36228 41122 59768 48 455 51619 58479 74241
July 1822 2546 2565 4463 4867 7 206 8057 27472 40032 39497 43 665 41774 46 979 60991 63324 75585
August 1968 2978 2577 3308 4536 7 400 8743 31407 36107 34818 40159 43749 48 057 56751 62 046 72122
September 2184 2343 2213 3931 4818 7230 11358 28368 34 407 38828 38738 43880 47284 55010 60037 75670
October 2457 2608 2858 4298 5407 7 366 12515 35814 36053 40685 43566 44082 51163 60996 67 337 86128
November 2063 2126 2560 3852 4971 7927 13245 33759 37056 36693 46163 46 264 54701 60311 64914 87086
December 1646 1861 2310 5433 6885 10698 14321 37421 45 640 54053 59768 67574 69570 66476 76 504 102614
Total 25398 30630 33579 45957 58032 84070 115675 272845 419938 452214 503 270 558 842 598 677 671875 739958 891997
Monthly average 2117 2553 2798 3830 4836 7006 9640 22737 34995 37685 41939 46 570 49 890 55990 61663 74 333
Source: SISP.
Table 13 —Monthly Data on Submitted Transfers, in Value (2005 —2020)
Value: million Escudos.
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
January 3841,6 4702,5 5171,5 4803,7 51389 46179 5627,1 59854 68581 74061 7621,1 76556 88580 10056,5 11149,7 10920,8
February 2844,7 3980,2 4730,3 5262,7 4277,7 47620 62766 60616 67687 63760 88809 9674,8 91252 9043,4 108988 11699,7
March 3119,6 3133,8 4073,7 5628,8 4628,0 6051,7 6363,6 6241,1 6675,8 7 469,6 9244,1 9747,5 11809,7 10986,4 12892,7 13251,0
April 3258,0 3891,2 3707,1 5094,7 4944,7 6478,3 5890,1 6159,9 6002,5 7218,1 9450,3 8193,9 8667,4 10217,2 12934,0 9556,0
May 1965,2 3484,0 4949,1 5167,5 4759,2 6371,7 5970,3 7176,1 8307,9 7739,8 8578,4 8900,8 11035,5 12506,1 13174,7 8758,3
June 2975,5 3138,3 3463,1 5765,5 5491,2 5578,8 7182,7 6694,8 7253,4 7273,1 9539,6 15182,2 10039,6 10518,1 11953,5 9287,1
July 2650,6 33725 3763,6 5907,5 5896,1 6893,3 5728,6 5972,7 7067,6 8822,8 9191,0 8541,5 9324,4 12338,3 12874,7 10923,7
August 2917,5 3506,9 3659,2 4815,8 5489,4 6651,0 6535,6 7423,9 6400,2 7104,0 8553,8 9368,8 10434,0 13139,6 15236,5 10225,5
September 2974,1 3224,2 3211,1 4995,4 5590,7 5535,6 6317,6 6588,6 7381,5 8411,2 7547,7 9896,8 10276,5 10740,6 12413,6 9855,7
October 2831,0 3602,8 3736,9 5558,9 6007,0 6273,3 6333,8 8351,8 7813,5 8104,3 8321,9 9215,3 11065,9 11865,5 12973,7 10659,3
November 2721,4 2807,8 3849,8 5443,0 4817,5 7725,4 6380,9 7399,0 7 600,6 7996,1 9347,2 9501,2 11270,7 13376,7 12948,0 117734
December 1777,8 2774,3 3719,3 6733,2 6996,1 8085,6 7342,1 8790,1 8954,0 9280,6 15182,2 12245,6 16412,2 15463,4 19237,3 12 600,2
Total 33877,0 41618,6 48034,7 65176,6 64036,7 75024,6 75949,0 82844,9 87083,9 93201,9 111458,1 118123,9 128319,1 140251,6 158687,3 129510,8
Monthly average 2823,1 3468,2 4002,9 5431,4 5336,4 6252,1 6329,1 6903,7 7257,0 7766,8 9288,2 9843,7 10693,3 11687,6 13223,9 10792,6
Source: SISP.
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Table 14 —Total Transfers by Closing and Transaction code, in Volume (2012-2020)

Volume: units.

Transaction code

2012 2013 2014 2015 2016 2017 2018 2019 2020
Closing 1
Refunds 374 1168 208 395 282 708 478 915 465
Rent/Lease 238 333 423 684 880 9750 15391 16122 25691
Fees 102359 236275 234754 260599 263 824 301292 317999 337759 381383
Suppliers 3558 3352 2895 4135 4063 5090 8180 9451 7512
Social Security Contributions 980 927 872 716 718 1450 791 1209 922
National Pensions 71 154 199 31 71 59 123 145 213
Other Transfers 146 277 165189 198 507 232695 271160 269 288 298 586 356 855 450997
Government Payments (DGT) 12 22 23 12 7 12 17 7 20
Domestic Transfers 49 13 35 61 78 69 77 100 390
Market Transactions - - - - - - - - -
Interbank Transfers - - - - - - - - -
Subtotal 1 253918 407 433 437 916 499 328 541083 587718 641642 722563 867593
Closing 2
Refunds 12 111 33 2 18 71 645 15 56
Rent/Lease - 1 1 - 5 25 134 5 61
Fees 10633 9303 13343 2914 12935 8597 21624 10324 12830
Suppliers 26 4 4 4 9 15 53 104 79
Social Security Contributions - - - - - 3 21 3 9
National Pensions - 30 - 15 - - 1 - 6
Other Transfers 9608 3702 1756 1500 5503 2892 8294 7949 11845
Government Payments (DGT) - - - - - - 1 - 1
Domestic Transfers - 1 - - - 2 - - -
Market Transactions - - - - - - - - -
Interbank Transfers - - - - - - - - -
Subtotal 2 20279 13152 15137 4435 18470 11605 30773 18400 24 887
Total 274197 420585 453053 503763 559553 599 323 672415 740963 892 480
Source: SISP.
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Table 15 —Total Transfers by Closingand Transaction code, in Value (2012-2020) |

Value: million Escudos.

Transaction code

2012 2013 2014 2015 2016 2017 2018 2019 2020
Closing 1
Refunds 290,5 327,7 78,7 91,0 57,4 247,2 341,3 204,8 69,7
Rent/Lease 13,3 23,3 19,9 34,4 43,5 428,5 667,1 719,8 908,9
Fees 4962,7 12652,3 12 886,7 13725,1 14 248,6 16 495,2 17 904,8 19315,3 20071,4
Suppliers 776,1 1010,2 618,5 1344,2 1093,1 1469,4 5006,0 6666,1 2145,4
Social Security Contributions 31,8 23,4 29,2 21,2 23,1 351,7 25,6 33,9 30,5
National Pensions 0,4 1,8 9,6 7,2 0,5 1,8 21,0 19,4 12,0
Other Transfers 73743,2 71746,9 77921,0 94 999,5 99 325,3 103 846,0 108970,9 125141,2 102 888,5
Government Payments (DGT) 0,6 2,2 3,3 24,1 14,2 1,9 5,0 0,3 1,8
Domestic Transfers 13,5 0,4 6,2 8,7 224,1 225,5 12,6 40,6 327,2
Market Transactions - - - - - - - - -
Interbank Transfers - - - - - - - - -
Subtotal 1 79 832,0 85788,2 91573,1 110 255,5 115029,7 123 067,3 132954,3 152141,3 126 455,6
Closing 2
Refunds 7,3 118,3 2,6 3,9 5,4 3,7 69,7 24,7 2,0
Rent/Lease - 0,0 0,1 - 0,1 0,8 7,9 0,1 1,6
Fees 518,0 540,9 717,1 192,0 816,5 646,6 1280,0 622,7 659,1
Suppliers 5,8 5,3 1,7 0,5 0,7 67,5 5,4 36,2 9,6
Social Security Contributions - - - - - 0,4 0,5 0,2 1,0
National Pensions - 0,1 - 0,1 - - 0,0 - 0,1
Other Transfers 2813,7 719,1 1046,6 1086,9 2436,1 4627,6 6011,3 5946,5 2485,1
Government Payments (DGT) - - - - - - 0,5 - 0,1
Domestic Transfers - 0,2 - - - 0,0 - - -
Market Transactions - - - - - - - - -
Interbank Transfers - - - - - - - - -
Subtotal 2 3344,9 1383,8 1768,0 1283,4 3258,9 5346,6 7375,3 6630,4 3158,5
Total 83176,9 87172,1 93341,2 111538,9 118 288,6 128 413,9 140 329,6 158771,7 129614,1
Source: SISP.
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Table 16 —Total Transfers by Value bracket, in Volume (2012 —2020)

Volume: Units.

2012 2013 2014 2015 2016 2017 2018 2019 2020
<5.000 20253 29881 34491 39989 48638 49543 59863 69286 110457
5.000-25.000 87525 128287 135865 153029 169606 177708 203922 226760 316615
25.001-50.000 65168 106396 111875 123155 131646 141226 148380 151946 152096
50.001-100.000 61349 108031 117581 126278 140389 155660 171742 192315 208653
100.001-150.000 14327 21547 23253 26381 29153 32364 38862 44480 47601
150.001-200.000 5128 6243 7109 8706 10134 11443 13668 15792 16227
200.001-250.000 3197 3625 4361 4933 6198 6056 7289 8292 8765
250.001-350.000 3100 3372 3987 4650 5573 5899 6987 7826 8052
350.001-500.000 2656 2627 3009 3567 4145 4295 5090 5460 5391
500.001-1.000.000 4132 3932 4520 5214 5551 6029 6740 7539 7971
1.000.001-2.500.000 3313 2915 2987 3449 3731 4078 4463 5122 5096
>2.500.000 4049 3729 4015 4412 4789 5022 5409 6145 5556
Total 274197 420585 453053 503763 559553 599323 672415 740963 892480
Source: SISP.
Table 17 —Total Transfers by Value bracket, in Value (2012 —2020) |
Value: million Escudos.
2012 2013 2014 2015 2016 2017 2018 2019 2020
<5.000 53,0 81,1 92,1 104,9 124,5 126,1 148,8 174,1 260,4
5.000-25.000 12357 18029 1927,3 2161,9 23828 2520,0 28841 3196,7 41344
25.001-50.000 2441,5 40719 42500 46539 4919,2 52045 54219 55369 5513,8
50.001-100.000 4159,1 7281,4 79094 8529,2 9499,1 10599,5 11770,3 13254,7 143855
100.001-150.000 1708,8 25554 2756,6 3141,4 3469,5 3838,3 4604,2 5256,5 5597,4
150.001-200.000 875,8 1064,3 1211,1 1478,0 1722,4 1953,2 2336,0 2700,1 2770,7
200.001 -250.000 705,3 798,2 957,7 10849 1363,0 1330,8 1600,2 18173 1916,7
250.001-350.000 915,0  993,1 11686 13634 16254 17263 2032,6 2272,7 2334,
350.001-500.000 1099,9 1083,3 12333 14770 17283 1776,3 2103,6 22610 22675
500.001-1.000.000 2806,5 2652,5 30439 3518,7 3756,0 4034,9 4493,6 5026,7 5218,8
1.000.001-2.500.000 5131,4 4421,7 45684 51323 5687,8 6100,1 6780,5 7740,6 77123
>2.500.000 62044,9 60366,3 64222,8 78893,2 82010,7 89203,9 96153,7 109534,2 77502,4
Total 83176,9 87172,1 93341,2 111538,9 118288,6 128413,9 140329,6 158771,7 129614,1
Source: SISP.
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Table 18 —Transactions settled in the SGDL, in volume (2008 —2020)

Volume: units.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Settlement by Clearing - SICIL 2577591 3889319 4464246 5946 279 6452564 8144917 9767084 11914152 13798 905 19097 520 24976 863 28008 768 26 665124
Checks 342909 357920 364 642 368 300 350170 312299 301071 305 802 319189 311966 305972 305080 257971
Interbank Transfers 45994 57797 84070 115669 274197 419938 453053 503763 559553 599323 672415 740963 892480
Vinti4 network 2188430 3472967 4014614 5461194 5826330 7412680 9012960 11104 587 12920163 18186231 23998476 26962725 25514673
Stock Exchange* 258 635 920 1116 1867 - - - - - - - -
Settlement per transaction 4061 4304 6316 8342 8923 6817 7924 9362 9547 8985 9901 11755 11330
Foreign Exchange Market 367 534 1209 1699 2008 2285 2273 2865 2635 2403 2869 3495 3051
Money Market ** 969 1054 1417 2046 2862 424 943 1807 1869 1483 1801 2604 3136
Stock Exchange - - - - - 957 1501 1166 1190 1181 1275 1300 1238
Deposits and withdrawals 1500 1696 1874 2307 1761 1885 1841 1859 1886 1925 1801 1775 1352
Other transactions 1225 1020 1816 2290 2292 1266 1366 1665 1967 1993 2155 2581 2553
Total 2581652 3893623 4470562 5954 621 6461487 8151734 9775008 11923514 13 808 452 19106 505 24986 764 28020523 26 676 454
Source: SISP.
*Note: as 0f 2013, the Subsystem for Clearing
Transactions Processed through the Cabo Verde Stock
Exchange no longerincorporates the Integrated
Interbank Clearing and Settlement System’s (SICIL)
**Note: from 2008 to 2012, Public Debt was being
included under Money Market. However, from 2013
onwards, it has been recorded under Stock Exchange.
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Table 19 —Transactions settled in the SGDL, in value (2008 —2020)

Value: million Escudos.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Settlement by Clearing - SICIL 171562,8 163670,9 179182,1 184141,3 185670,2 181331,7 188 225,3 217 015,8 231244,0 243931,3 260600,8 289 236,1 234500,6
Checks 96 297,2 852239 83205,8 84572,5 78027,2 69112,7 67 800,8 72003,9 74953,8 71825,6 71073,3 74 425,6 65733,5
Interbank Transfers 65176,6 63099,5 75024,6 75949,0 83176,9 87083,9 93341,2 111538,9 118 288,6 128413,9 140329,6 158771,7 129614,1
Vinti4 network 9779,2 14335,3 17 885,2 20157,6 22147,5 25135,1 27083,3 33473,0 38001,5 43691,8 49197,9 56 038,7 39153,0
Stock Exchange* 309,8 1012,2 3066,5 3462,2 2318,6 - - - - - - - -
Settlement per transaction 324736,3 498 772,0 736 933,6 751687,9 896 074,4 928 469,9 2036 448,6 5046721,9 7020427,0 8249952,2 8315542,5 9459638,4 15076 275,4
Foreign Exchange Market 40301,8 51007,5 61209,5 57242,8 57107,9 65845,8 57251,2 53288,7 67379,3 56761,2 62 854,5 84279,1 72468,3
Money Market ** 253040,8 413 649,5 636691,7 643359,3 796 008,8 801676,1 1900048,7 4930112,4 6893617,6 8120270,4 8165183,4 9307891,0 14939 265,7
Stock Exchange - - - - - 19707,3 35643,7 22058,5 26 648,4 26 065,6 29441,6 26882,7 26014,5
Deposits and withdrawals 27725,6 28250,7 28634,7 371225 33675,0 33185,4 32365,9 32427,3 29470,3 34520,6 341499 36061,1 30092,8
Other transactions 3668,1 5864,3 10397,7 13963,3 9282,7 8055,3 11139,1 8835,1 3311,4 12334,4 23913,1 4524,5 8434,1
Total 496 299,1 662442,9 916 115,7 935 829,2 1081744,6 1109 801,6 2224673,9 5263737,8 7251671,0 8493 883,5 8576143,3 9748 874,5 15310776,0
Source: SISP.
*Note: as 0f 2013, the Subsystem for Clearing
Transactions Processed through the Cabo Verde
Stock Exchange no longer incorporates the
Integrated Interbank Clearing and Settlement
System’s (SICIL) Regulation.
**Note: from 2008 to 2012, Public Debt was being
included under Money Market. However, from
2013 onwards, it has been recorded under Stock
Exchange.
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