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INTRODUCTION

The "Report on Cabo Verde’s Payment System — 2014” aims to underline the most
important events in terms of payment system development in Cabo Verde, conveying an
analytical and detailed view of aggregate statistical information on payment systems based on a
time evolution perspective, and to also describe the most relevant events, both regarding
transactions in the clearing and settlement systems and with respect to the regulation and

control exercised by Banco de Cabo Verde as the entity responsible for overseeing the system.

The report seeks also to publicize the Central Bank’s work as part of payment system
oversight, whose purpose is to ensure systemic stability, security, and to promote efficiency and
good use of payment instruments. With that in mind, we highlight the oversight activities carried
out in 2014 and the challenges imposed on the central bank with regard to reviewing and
updating the existing rules so as to incorporate the international standards set by the Committee
on Payment and Settlement Systems (CPSS) and the International Organization of Securities
Commissions (I0OSCO), which focus mainly on monitoring payment infrastructures, namely

payment and clearing systems and securities settlement systems.

In line with developments in previous years, 2014 saw the same growth trend in payment
means and instruments, marked by increased use of electronic instruments, particularly
payment cards, representing 73.3% of total transactions made with payment instruments in use
in the country. Indeed, these developments are reflected in the downward trend in the
"preference for central bank money" ratio, reinforcing Cabo Verdeans’ preference for electronic

instruments.

The year 2014 saw growth in transactions settled through the Deposit and Settlement
Management System (SGDL), with a total of 9,775,008 transactions amounting to 2.2246738
trillion escudos having been processed, of which 99.9% (9,767,084 transactions) amounting to
188.2252 hillion escudos (8.5%) were processed through the Integrated Interbank Clearing and
Settlement System. In turn, gross settlements account for only 0.1% of settled transactions and

a substantial share in the value (around 91.5%).

The Check Image Transfer System, which came into operation in 2014, enables complete
automation of the check clearing process, eliminating the physical movement of documents,
thanks to the use of new technologies related to image processing, which makes interbank

check processing more efficient and secure.
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After the system came into operation, the five physical exchange centers (Praia, Sao
Vicente, Santo Antdo, Sal and Assomada) were closed, completing the process of extinguishing
traditional clearing which, regarding the physical exchange of non-truncated checks, could not
be eliminated when the Automated Check Clearing System, which is based on electronic

transfer of logic information, came into operation in January 2008.

Special mention should be made of the efforts made by the Central Bank to update the
current regulations, - in particular, the Regulation on the Integrated Interbank Clearing and
Settlement System and the Operating Manual for the Automated Check Clearing Subsystem, -

so as to welcome the changes related to the implementation of this innovative project.

In a context of constant changes which, not only other players in the system, but also the
sector in which they operate, are subject to, actions continued to mainly focus on diversifying
existing payment services and infrastructures, targeting a wider territorial coverage and supply
of products and services, be it by expanding the branch network, developing virtual banking and
other electronic bank access channels, or even increasing/expanding the ATM and POS

network to other areas and municipalities in the country.

Lastly, note the continued growth of the national payment system and its importance to
the country’s economic development, prompting increased regulation, which makes it possible

to be more and more aligned with international best practices.
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Chapter | - Payment Infrastructure

The incorporation of information and communication technology in banking has
revolutionized this sector at all levels, both by improving financial products and services offered
and introducing new distribution channels, and in terms of a strong organizational restructuring.
Such developments lead us to conclude that the impact on the financial system in general is
indisputable, and this is easily proven if we consider the benefits that this entails and which

have resulted in a considerable improvement in the financial sector’s effectiveness.

The combination of these capabilities has driven the development and modernization of
payment systems, particularly through the creation and consolidation of secure payment
infrastructure, which ensure efficient funds transfer among system patrticipants, in line with the
major international trends in this regard. The success of this development is further
complemented with the cooperation of institutions and entities that are directly or indirectly part
of the Cabo Verdean payment system and that have played a crucial and decisive role in

improving the payment infrastructure and the system as a whole.

Thus, even though traditional channels of access to payment services (bank agencies
and branches) are still a key element in the relationship between credit institutions and their
customers, the banking sector has been investing in multi-channel on-line banking access
strategies, such as ATM and POS networks, homebaking, mobile banking, etc, based on

modern information and communication technology.

1.1. Traditional bank access channels

1.1.1. Bank agencies and branches

Over the past five years (2010-2014), the market structure of the banking sector in Cabo
Verde has remained unchanged, with a total of eight credit institutions operating in the country
at the end of 2014. Despite the stability observed in terms of the number of credit institutions,
there was growth in terms of the number of agencies/branches from year to year, which
demonstrates the efforts made by credit institutions to be present or increase their coverage in

several locations.

Analyzing Table 1.1 data, it appears that the two largest credit institutions, together, still
hold a significant share of the sector, although marked by a gradual loss of ground, due, on the
one hand, to no new credit institutions in recent years and, on the other, reduced growth in the

number of branches.
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Table I.1 - Bank Concentration Index

2010 2011 2012 2013 2014
Two largest institutions 58.1 58.7 57.7 56.6 56.5
Other institutions 41.9 41.3 42.3 43.4 43.5
Concentration Index* 2,448.1 2,357.5 2,281.5 2,183.4 2,111.9

Source: Credit institutions

In late 2014, credit institutions had 114 agencies/branches, which represents a smaller
growth (0.9%) than in the previous year (2013: 1.8%). Reflecting this moderate growth, the
average growth in agencies/branches declined in the last five years, standing at 4.7% at the end
of the period under review (2013: 8.2%).

After consecutive years of a trend of expanding the general branch network, credit
institutions challenged themselves to create branches exclusively for the corporate segment,
always focusing on segmentation and differentiation. So in late 2014, the financial system had
11 such agencies/branches (9.6%), although not all institutions offer this service through own

branches, rather through segments within existing branches.

Table 1.2 - Banking System Structure

Volume: units

No. of demand deposit

No. of Branches accounts in DC

2014 114 639 766
2013 113 605 173
2012 111 572 698
2011 109 525 486
2010 105 489 189
Growth rate (%)

2014 0,9 57
2013 1,8 57
2012 1,8 9,0
2011 3,8 7,4
2010 15,4 7,0
Average rate 4,7 7,0

Source: Credit institutions and INE

The expansion of the network of bank branches through various areas in the country has

been reflected directly in the growth of the number of demand deposit accounts in domestic

1The Herfindahl index assesses the degree of concentration in a given market. The index mentioned in Table I.1 was
obtained by squaring the market share of branches belonging to each of the credit institutions operating in the
country and then summing the resulting numbers. This indicator is interpreted by the index value determined, with
below 1000 indicating low concentration, between 1,000 and 1,800 being moderate concentration, and above 1800
being high concentration.
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currency, whose average annual growth rate over the past five years is 7.0%. In 2014, 34,593
new accounts were opened, for a total of 639,766, which represents a 5.7% increase over the

previous year (605,173).

Of total demand deposit accounts opened in 2014, 92.4% (31,959 accounts) related to
private accounts, followed by business accounts, with 7.3% (2,511), and State and Other
accounts, with 0.4% (123).

Reflecting the growing trend both in the number of bank branches and the number of
demand deposit accounts, the bankarization rate of the Cabo Verdean population has seen
positive developments over the years and has proven to be an important indicator for the
domestic payment system, reaching 91.6% at the end of 2014. However, this ratio is still

somewhat biased, particularly due to the existence of more than one account per citizen.

Graph 1.1 - Developments in demand deposit accounts in DC and bankarization rate2
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Source: Credit institutions and INE

2The five-year bankarization rate reflected in Graph I.1 is different from that presented in previous editions of the
Payment System Report due to adjustments made in the demand deposit account sample, taken as the basis for
calculations, which now includes only private accounts. Similarly, the population data were updated, in accordance
with the projections published by INE in “Cabo Verde’s Population Projection 2010-2030.”
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An analysis in terms of the geographic distribution of the branch network by region size
distinguishes the country’s southern region, which has the same number of branches observed
in 2013; that is, 66 branches (57.9%), spread over 13 of the 14 municipalities the region, with a
92.9% coverage rate and only one municipality® without coverage. The northern region, in turn,
saw an increase in representation, currently with 48 branches (42.1%) and full coverage

(100%). National coverage remains at 95.5% (21 municipalities).

From the point of view of population density, the higher the number of residents in a
municipality, the larger the branch network, which is corroborated by the strong correlation®
(0.99) between population size and number of branches. Thus, the municipality of Praia, the
largest in terms of population, has the largest number of branches, with 37 in 2014,
representing 32.5% of the total number of branches in the country and about 69.8% of those

based on Santiago Island.

In addition to the difference among municipalities in terms of the number of people and
branches, the increasing penetration of agencies/branches across the country has reflected
positively in the trend in average population coverage over the last five years, as evidenced by
Graph 1.2, which shows that increasingly there are fewer people per agency/branch, with an

average of approximately one branch per 4,601 residents in 2014.

Graph 1.2 - Developments in average number of people covered per branch5
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Source: Credit institutions and INE

% Sd0 Lourenco dos Orgdos.

* The correlation coefficient, which stands at between 0.90 and 1.00, shows that there is a very strong correlation
between the variables considered.

% There are slight differences in the number of residents per branch compared to the published in 2013 Payment
Systems Report, due to the fact that the population data published by INE was updated in “Cabo Verde’s Population
Projection 2010-2030.”
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From the perspective of bank concentration per island, the same trend is observed when
analyzing the correlation between population density and number of branches, especially on
Santiago Island, which has 53 branches (46.5% of total branches), a slight loss of ground
(0.4%) compared to 2013.

Graph 1.3 - Geographical distribution of banks
2014

1,8% 5,3%
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Source: Credit institutions

With the exception of Santo Antéo, all other islands retain the same number of branches
from the previous year. With a total of 13 branches (2013: 12 branches), the island of Santo

Antdo experienced a slightt increase, rising from 10.6% in 2013 to 11.4% in 2014.

The banking sector changed in 2014 in terms of the presence of banks in the country,
with Caixa Econémica de Cabo Verde joining the two credit institutions, Banco Comercial do
Atlantico and Banco Caboverdiano de Negdcios, which are present on all inhabited islands, with
branches in 20, 16 and 19 of the municipalities, respectively. Caixa Econémica de Cabo Verde
also provides banking services to the public through Cabo Verde’s Postal Services in the

municipalities where it does not have its own structure.

Report on Cabo Verde’s Payment System - 2014 11




Banco de Cabo Verde

1.1.2. Other traditional channels

The contribution of Currency Exchange Offices and Cabo Verde’s Postal Services for the
development of the Cabo Verdean payment system is recognized nationwide as they offer the
public a wide range of domestic and international payments based on their own system, and act

as agents for other entities.

Out of all currency exchange offices authorized by Banco de Cabo Verde to operate in
the country only three were active in late 2014, with three branches and three extensions

located on the islands of Santiago and Sal.

Cabo Verde's Postal Services, which is responsible for postal financial services in the
country, had 37 agencies (34 branches and 3 offices) in late 2014, ensuring coverage of all
municipalities in the country. This service operates in the domestic payment system in two
ways: first, with its own system for national and international payments covering a wide range of
products and services, including postal orders, postal checks and money transfers
(MoneyGram) used by businesses and individuals, and, second, acting as an Aaent for Caixa

Econdmica de Cabo Verde, providing the public with certain banking services.

In terms of geographical distribution of the post office network, Santiago Island leads with
35.1% of branches, followed by Santo Antéo, with 16.2%, and Fogo and S&o Vicente, with 8.1%
each. The other islands account for 40.5% of all branches.

1.1.3 - Internet Banking

Driven by progress in the field of Information and Communication Technology (ICT) and,
at the same time, aware of changes in bank consumer habits and contemporary trends, over
the past 12 years, the Cabo Verdean banking sector has been satisfying its customers’ demand
for convenience, by offering Internet Banking, with a view to providing more efficient services,

outside normal service hours and from any location with Internet access.

In fact, the advantages of virtual banking are too obvious, seeing as a wide range of
banking services are made available remotely, saving time and costs considerably. More than a
channel for relationship with customers, nowadays the Internet is part of internal processes,
being incorporated in Intranets and corporate portals, thus increasing the reach of the financial

market.
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The table below shows when each Cabo Verdean credit institution started offering
Internet banking services, up to December 31, 2014, with Banco Comercial do Atlantico (BCA)
being at the forefront.

Table 1.3 - Developments in Internet Banking in Cabo Verde

Year service

became
Credit institutions available Website
Banco Comercial do Atlantico (BCA) 2003 BCA DIRECTO
Banco Interatlantico (BI) 2003 Bin@net
Caixa Econémica de Cabo Verde (CECV) 2006 CAIXAnet
Banco Cabo-verdiano de Negécios (BCN) 2007 BCNonline
Banco Angolano de Investimentos (BAI) 2011 BAI@net
Banco Internacional de Cabo Verde (BICV) 2012 BICVnet
Ecobank Cabo Verde (ECV) 2012 Ecobank online

Source: Credit institutions

In line with the expansion trend observed since 2010, at the end of the year under review,
13,202,183 transactions had been made through Internet Banking, a 74.6% increase over
2013. Of this total, 2.4% (321,935 transactions) accounted for transactions involving movement
of funds, with the remaining 97.6% corresponding to transactions not involving movement of
funds. These figures suggest that the use of online banking, for now, is mainly intended for

checking and controlling demand deposit accounts.
1.4 Graph - Developments in transactions processed through Internet Banking

2010 - 2014
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Source: Credit institutions
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Individually, transactions involving movement of funds increased 14.7% in volume and

7.7% in value, thus resulting in a slight drop in the average processed value, which went from

3,696 escudos in 2013 to 3,470 escudos in 2014. Note the performance observed in the volume

of "Other Transactions" (up 41.2%), as a result of increase in transactions involving adding

minutes to mobile phones, which account for 83.5% of this item’s total, totaling 71,846

transactions in 2014 (2013: 51,974).

Table 1.4 - Transactions made through Internet Banking$é

Volume: units; Value: million escudos

2013 2014 Change %
Volume Value Volume Value Volume Value
Transactions not involving movement of fur 7.280.109 12.880.248 76,9 -
Transactions involving movement of funds  280.661 10.374,5 321.935 11.171,7 14,7 7,7
Intra-bank transfers 179.696 75471 196.525 8.504,6 9,4 12,7
Interbank transfers 40.037 2.432,6 39.380 2.225,3 -1,6 -8,5
Other transactions? 60.928 394,8 86.030 4417 41,2 11,9

Source: Credit Institutions
1 It includes service payments, adding minutes to mobile phones and term deposits

6 As from 2013, the data in “Transactions not involving movement of funds” (Table |.4) started to total other
transactions, in addition to checking transactions and balances, which is reflected in the developments represented

in Graph 1.4.
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Box 1
The phishing phenomenon in the country

While on the one hand bank customers have become increasingly demanding, more
mobile and mastering information technology, it is no less true that the number of criminal
practices has tended to grow and become more sophisticated from year to year, thus
imposing increased efforts and investments by financial institutions and leading them to
periodically redesign and adopt solutions with features that guarantee maximum security. In
this context, during 2014, some credit institutions issued warnings about the circulation of
fraudulent e-mails asking, on their behalf, to check bank details, and they consequently
instructed their customers on the most appropriate approach to consider in case of

attempted fraud (phishing).

Data from the Anti-Phishing Working Group?! report shows that, worldwide, payment
services continued to be the most targeted sector during the second quarter of 2014,
accounting for 39.8% of attacks. The financial sector was next, with 20.2% of those attacks.
The number of cyber-attacks against different types of organizations dealing with customer

data has been increasing continuously since 2011, as shown by the graph below:

L5 Graph - Number of attacks against organizations
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* Data as at October 2014
Source: Trend Micro Security Predictions for 2015 and Beyond
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The growth of online payment systems makes them increasingly attractive to cyber

criminals, so we can expect to continue to see attacks especially on these systems.

In this context, the predictions of Trend Micro Incorporated (world leader in software
and security solutions) for cyber-crime suggest that there’ll be a resurgence of cyber crime
worldwide starting in 2015 and that new mobile payment methods are expected to result in
new threats. The Trend Micro Security Predictions for 2015 and Beyond notes that the
increased risks associated with potential threats in online banking should motivate
individuals and organizations to implement measures to authenticate two factors and security
tokens that banks and other financial institutions usually provide as secure tunnel. Moreover,
the document recommends that payment card providers in the United States and other
countries should put data security at the forefront of IT solutions, making the use of a chip?
and PIN (EMV-certified) mandatory at POS terminals.

! Non-profit association whose aim is to prevent against counterfeiting and identity theft resulting from phishing, crimeware
(data theft) and spoofing (fraudulent emails).

2 An electronic device installed in bank cards, with high data storage capacity, in encrypted form, which ensures the security
of transactions.

1.2. Payment networks

1.2.1. Vinti4 network

The Vinti4 network is a shared network of ATMs and POS that started operating in 2000,
with the installation of 12 Vinti4 ATMs in the country’s main population centers (Praia, S&o
Vicente, Sal and Santa Catarina). In 2001, SISP, the entity that manages the network,
introduced the automatic payment service, by installing 8 automatic payment terminals and,
years later (2005), it started providing payment services through the Internet and mobile
phones, thus allowing Vinti4 card holders to make transactions also through televinti4 and
vintidnet.

With great development potential, the network now offers a growing range of transactions
through different channels, so as to meet the expectations of a demanding, global and digital
market. Its success is proven by analyzing expansion and growth indicators, in terms of the use
of services, expansion and increase in the coverage to all islands, and also the introduction of

new solutions that contribute to make the domestic payment system more efficient.
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193,281 payment cards were issued in the network, of which 92.0% were Vinti4 cards
and 8.0% international cards. Compared to 2013, there was a 4.1% growth in issued cards.

There was a 5.0% decrease in the number of international cards issued.

The number of terminals has been increasing from year to year, as confirmed by Table
I.5 data, and totaled, 4324 automatic payment terminals (POS) and 171 automated teller
machines (ATM) at the end of 2014, corresponding to increases of 17.3% and 4.9%,
respectively, over the previous year. In terms of population coverage, the data suggest an

average of 3,032 people per ATM and 119 residents per POS.

Table 1.5 - Vinti4 network cards and terminals

Unit
2010 2011 2012 2013 2014
Number of terminals 2126 2764 3152 3850 4 495
Automated Teller Machines -
ATM 141 151 162 163 171
Payment terminals - POS 1985 2613 2990 3687 4324
Cartds issued 121960 204 141 179 006 185 643 193 281
Vinti4 cards 166 204 189 387 163 324 169 418 177 861
International cards 12 852 14 754 15 682 16 225 15 420
Growth (%)
Number of terminals 40,1 30,0 14,0 22,1 16,8
Automated Teller Machines -
ATM 15,6 7,1 7,3 0,6 49
Payment terminals - POS 42,2 31,6 14,4 23,3 17,3
Cartds issued 2,4 67,4 -12,3 37 4,1
Vinti4 cards 4,4 73,6 -13,8 3,7 5,0
International cards 64,3 14,8 6,3 35 -5,0

Source: Credit institutions and SISP

Expanding the number of payment terminals, especially in terms of municipalities,
suggests a bank coverage increase trend in the country, currently with an average of 19
terminals per island and 8 per municipality. Analyzing ATM terminal coverage by municipality,
we find that Praia, with 147,607 residents, currently has an average of one ATM for every 2,236
residents. With regard to the municipalities of Sal and Boa Vista, it appears that, unlike the other
municipalities’ averages, each ATM serves 1,342 and 1,115 residents, respectively (Graph 1.6),
which is due to their touristy nature, which imposes a greater need to install new ATMs, coupled

with the fact that they are less densely populated municipalities.
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Graph 1.6 - ATM Distribution by municipality
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A comparative analysis with the traditional channel for contact with customers (network of
agencies/branches) shows that the vast ATM network has contributed to increase the banking
system’s efficiency, insofar as it reduces the pressure to expand the current branch network by
creating the possibility of diversifying ATM location points, with transactions being accessible to

customers without any time limitations at terminals installed outside branches.

In late 2014, about 39.8%, a total of 68 machines, were installed outside branches; that

is, in shops, hospitals, hotels, public services, ports and airports.

Table 1.6 - Geographical distribution of Vinti4 network terminals by island

2014
Unidades

No. of

ATMs No. of POS | Weight ATMs (%) | Weight POS (%)
Santiago 83 2144 48,5 49,6
Sal 24 672 14,0 15,5
Sé&o Vicente 22 784 12,9 18,1
Fogo 7 113 4,1 2,6
Santo Antao 11 142 6,4 33
Sé&o Nicolau 6 44 3,5 1,0
Boa Vista 12 368 7,0 8,5
Maio 3 32 1,8 0,7
Brava 3 25 1,8 0,6

171 4324 100,0 100,0

Source: SISP
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In line with what has been occurring in previous years, Santiago Island still has the
highest concentration of terminals in the country, with 48.5% of ATMs and 49.6% of POS,
followed by Sal Island, with 14.0% and 15.5% of ATMs and POS, respectively. Sdo Vicente has
12.9% of total ATMs and 18.1% of total POS. The island of Boa Vista has seen positive
developments, with 380 terminals in 2014, of which 12 are ATMs and 368 POS (2012: 215
terminals; 2013: 279 terminals), which corresponds to 8.5% (POS) and 7.0% (ATM) of overall
terminals installed in the country, and all this due to increased investment in tourism. The other
islands (5) account for 17.5% of ATMs and 8.2% of POS. An analysis of the data also shows
the individual weight of the Municipality of Praia, with 42.8% (1,850 POS) and 38.6% (66 ATMS)

of the total number of ATMs and POS installed and active in the country.

Table I.7 - Transactions made through the Vinti4 network service channel

2014

Volume: units; Value: million escudos

Volume Value

ATM 10 200 469 32 088,8
Transactions involving movement of funds 6 236 682 32 088,8
Transactions not involving movement of funds 3963 787

POS 6 743 471 22 2157
Transactions involving movement of funds 6 256 319 22 215,7
Transactions not involving movement of funds 487 152 0,0

TELEVINTI4 274 048 108,9
Transactions involving movement of funds 212 350 108,9
Transactions not involving movement of funds 61 698

VINTIANET 1031 40,4
Transactions involving movement of funds 1031 40,4
Transactions not involving movement of funds 0

Total Transactions involving movement of funds 12 706 382 54 453,8

Total Transactions not involving movement of funds 4512 637

With respect to overall network performance, 17,219,019 transactions were carried, of
which 26.2% not involving movement of funds and 73.8% with financial impact, of which 49.1%
were conducted through ATMs (2013: 66.1%), 49.2% at POS (2013: 31.8%) and the remaining
1.7% through the other network access channels: Vintidnet and Televinti4 (2013: 2.1%).

Automated Teller Machines (ATM) are the most sought after by users, which is evident by

the growing trend in the number of transactions carried out over the years, with a total of
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10,200,469 transactions being made on the network in 2014, of which 6,236,682 involving

movement of funds, in the amount of 32.088 billion escudos.

The ATM service growth is due, not only to the expansion of the terminal network to
locations where none was present, increased concentration in already covered locations, and
diversification of sites where the machines are installed, but also the variety of transactions

available, allowing users more freedom in managing their deposit accounts.

An individual analysis of this service makes clear the close correlation between the
network concentration index and population density. Analyzing in detail, Santiago Island’s
contribution stands out, with 53.6% of total transactions made through ATMs (5,274,629),
amounting to 16.2839 bhillion escudos (50.7%). Note that 80.0% of the 4,379,428 transactions,
amounting to 13.0139 billion escudos, were made in the city of Praia. Sdo Vicente ranks second
in terms of the number of transactions, with 17.2% (1,755,859), worth 5.7183 billion escudos,
followed by Sal, with 11.2% (1,144. 298), amounting to 4.1056 billion escudos. The other
islands account for 17.9% of total transactions (1,829,406 transactions) and 18.6% of the total

value (5.9809 billion escudos).
Graph 1.7 - Distribution of ATM transactions by island
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Note also that 17,087 transactions, amounting to 87.9 million escudos, were processed
daily and, on average, each transaction made corresponded to 5,145 escudos. Transactions on
ATMs continued to show positive growth rates — 3.8% in volume and 7.0% in value — over the

previous year.
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Table 1.8 - Transaction involving movement of funds made at ATMs

Volume: units; Value: million escudos

2013 2.014 Change %

Volume Value Volume Value Volume Value
ATM transactions 6.006.230 30.001,3 6.236.682 32.088,8 3,8 7,0
Daily average 16.546 82,6 17.087 87,9 3,3 6,4
Average value (in
escudos) - 4.995,0 - 5.145,2
Source: SISP

Point of Sale (POS) terminals have seen positive developments over the years, reflecting
its good acceptance by cards users and commercial establishments that offer it, as
demonstrated by the increase (14.7%) in the number of new terminals installed in 2014 (+637
POS). In late 2014, 3,202 establishments offered the service.

Similar to what occured in the number of POS terminals, transactions made through this
service followed the same growing trend, with 6,743,471 transactions, amounting to 22.2157
billion escudos, having been made through these payment terminals in 2014; that is, 2,011,597
transactions (3.7796 billion escudos) more than in 2013, which corresponds to increases of

42.5% and 20.5% in volume and value, respectively.

As to the use of this service in the country, and following the same pattern of ATM use,
Santiago Island stands out with 55.6% of transactions, corresponding to 13.1525 billion escudos
(59.2% of the total amount paid). Of total payments made on this island, the city of Praia
accounts for 3,282,149 transactions (87.5%), amounting to 12.5069 escudos (95.1%). The
remaining municipalities on Santiago Island made 469,544 transactions (12.5%), amounting to
645.7 million escudos (4.9%), which corresponds to an average of approximately 58,693

transactions amounting to 80.7 million escudos, per municipality.

Sao Vicente ranks second, with 21.6% (1,457,243), worth 4.3859 billion escudos,
followed by Sal, with 13.2% (890,275), worth 2.8407 billion escudos, of payments made. The
other islands, as a whole, account for 644,260 transactions (9.6%), amounting to 1.8366 billion
escudos (8.3%), with Boa Vista, individually, accounting for 62.7% in volume and 59.9% in
value of this total, which translates into 403,953 transactions, amounting to 1.1002 billion

escudos.
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Table 1.9 - POS service use by island

Volume: Units; Value: million escudos

Santiago
Sal

S&o Vicente
Fogo

Santo Ant&o
Sé&o Nicolau
Boa Vista
Maio

Brava

Total

2014 Weight (%)

Volume Value Volume Value
3751693 13152,5 55,6 59,2
890 275 2840,7 13,2 12,8
1457 243 4 385,9 21,6 19,7
69 541 242,9 1,0 1,1
104 591 311,0 1,6 1,4
30641 90,6 0,5 04
403 953 1100,2 6,0 50
23503 62,1 0,3 0,3
12 031 29,7 0,2 0,1
6743 471 22 215,7 100,0 100,0

Source: SISP

Provided by the Vinti4 network since 2005, the Televinti4 channel enables users of

mobile devices associated with a card to make transfers, pay for services, add minutes to

mobile phones, among other transactions, without any time limitation or the need to leave their

house. In 2014, there were 274,048 transactions, including 212,350 transactions involving

movement of funds, amounting to 108.9 million escudos, reflecting a 12.3% decrease in volume

and a 8.9% decrease in value of total transactions processed through this channel, compared to

2013. Despite the downward trend, the average value per transaction was higher than in 2013,
standing at 512.9 escudos (2013: 490.2 escudos).

Table I.10 - Televinti4 - Transactions involving movement of funds

2014
Volume: units; Value: million escudos
2013 2014 Change %
Volume Value Volume Value Volume Value
Televinti4 transactions 243 857 119,5 212 350 108,9 -12,9 -8,9
Daily average 672 0,3 582 0,3 -13,4 -9,4
Average value (in
escudos) - 490,2 - 512,9
Source: SISP
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Confirmed by Graph 1.8 data, it appears that the Televinti4 service has been used more

for carrying out transactions involving movement of funds, which account for 77.5% of the

274,048 transactions.

Graph 1.8 - Number of transactions made through the Televinti4 service
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Note that the range of people using Televinti4 has been growing from year to year,

reaching a total of 24,046 (1,887 new members) at the end of 2014, representing an increase of

8.5% when compared to the same period the previous year (2013: 22,669). Note also that 172

users gave up this service in 2014. It has the advantage of connecting up to nine bank accounts

to the same mobile phone number, with the possibility of carrying out transactions on each one

individually, at any time.

The payment network also offers the public the Vintidnet service, through which 1,031

service payments, worth 40.4 million escudos, were made, which is a sharp decrease in volume

(69.9%) and in value (56.5%) compared to the previous year. In terms of averages, it means

that for each transaction 39,149 escudos were paid, corresponding to a daily average of 3
payments, worth 110,886 escudos (2013: 254,402).
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Table I.11 - Service Payments - vinti4net

Volume: units; Value: million escudos

2013 2014 Change %

Volume Value Volume Value Volume Value
Vinti4net transactions 3428 92,9 1031 40,4 -69,9 -56,5
Daily average 9 0,3 3 0,1 -70,1 -56,8
Average value (in escudos) 27 088 39 149
Source: SISP
1.2.2. SWIFT

Faced with constant changes driven by the market and simultaneously by the increasing
global  competitiveness, SWIFT  (Society for Worldwide Interbank  Financial
Telecommunications) operates in a complex and demanding environment that too often puts it
in the spotlight.

In fact, SWIFT is positioned in the heart of the global financial community, supporting
banks and their customers, the different actors in the field of market infrastructures, central
banks and companies around the world, and striving always to find consistent solutions to the
challenges and opportunities inherent in a constantly changing financial, technological and
regulatory environment, within which markets — whether mature or emerging - evolve at different
speeds, according to the macroeconomic factors and the regulatory and competitive context

they are in.

Indeed, 2014 stands out for the corrections and subsequent price reductions, which take

effect as from January 1 and derived from the about 5 billion messages reported in 2013.

The new tariff now in effect, which expects structural price cuts, aims to reduce FIN
message costs by an average of 20% over 2014 and introduce significant discounts on
upgrades of Hardware Security Modules, among other activities mentioned in that

organization’s multi-annual strategy to reduce prices by half by 2015.

Statistical data recently published by SWIFT show that 5.6127 billion messages were
processed through that network in 2014, representing a 10.7% growth over 2013 (5.0656 billion
messages). It is also important to note the peak of 25,877,390 messages reached on
September 30, 2014, against 22,680,162 messages reported on December 20, 2013.

Graph 1.9 shows the evolution of SWIFTNet FIN messages sent per month in 2014,
compared to 2013.
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Graph 1.9 - SWIFTNet FIN messages sent per month
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1.3. Interbank Settlement Systems

As in most countries with an organized payment system, Cabo Verde’s Interbank
Settlement System includes two complementary forms of settlement: i) real time gross
settlement system, with final and irrevocable completion, made through the Deposit and
Settlement Management System (SGDL), and clearing settlement system, made through the

Integrated Interbank Clearing and Settlement System (SICIL)

1.3.1 Interbank Clearing Services

The Interbank Clearing System was established in March 1995 to facilitate the clearing of
a large amount of low-value payments, thus with limited systemic risk, making the payment

system more dynamic.

This system includes the following subsystems: Clearing of Checks and Related
Documents, Electronic Transfer of Credit Funds and Vinti4 network, which have different data
processing and formats to be observed by participants when transferring information, according
to the technical specifications established in the manuals. The Interbank Clearing Service’s
operating rules are set out in the Integrated Interbank Clearing and Settlement System’s (SICIL)
regulations issued by Banco de Cabo Verde, which establish the system’s basic guidelines,
relations and responsibilities of participants, and in the procedure and technical specification

manuals disclosed to all stakeholders.
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Efficient and effective management of clearing systems has required permanent
monitoring, dynamization and development efforts. Implementation of these systems is the
result of a cooperative work between the participating institutions, SISP and Banco de Cabo
Verde, which plays an important role in coordinating activities, thereby increasing the central
bank's leading position in adopting advanced technological procedures and international
standards applied to payment systems, whose main purpose is to make the system more

efficient and secure.

SICIL participants use SISP’s interbank communication network to transfer transactions
whose information, once processed, is forwarded to the various authorities involved,
participants and Banco de Cabo Verde, which settles the balances, debiting or crediting the

demand deposit accounts of system participants.

In the Checks and Related Documents subsystem, image circulation replaced, as of June
23, 2014, the physical exchange of documents that used to take place at physical exchange
centers on the islands of Santiago (Praia and Assomada), Sdo Vicente, Sal and Santo Antédo
(Ribeira Grande), meaning that now there is a single clearing system nationally. In this scenario,
all checks must comply with the technical standards related to the presence of a machine
readable line to allow data processing and transfer between and among participating
institutions.

The Electronic Funds Transfer subsystem has, since 2011, covered dematerialized credit
transfers, regardless of the amount, and offers bank customers the ability to transfer funds
electronically to accounts in other credit institutions. In this context, the mandatory use of a
Bank ldentifier Code (BIC) was established through the Banco de Cabo Verde Technical
Instruction attached to the Circular Series A, No. 100, of 4 January 2001.

The Vinti4 network subsystem encompasses the transactions made on ATMs, at POS
terminals, and transactions processed through the televinti4 and vinti4net services, operating in

real time 24 hours a day and seven days a week.

SICIL processed a total of 9,767,084 transactions, amounting to 188.2252 billion
escudos, in 2014, which, when compared with 2013 data, reveals a significant increase in
volume (19.9 %), driven mainly by growth in the number of transactions processed through the
Vinti4 network. Of all cleared transactions, 92.3% referred to the Vinti4 network subsystem and
4.6% to the transfers subsystem, followed by the checks and related documents subsystem
(3.1%).
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With the exception of the Vinti4 network which, given its uninterrupted availability,
operated 365 days in 2014, the remaining SICIL subsystems worked 252 days during the same

period.

In late 2014, there were ten direct SICIL participants, including eight credit institutions,

Banco de Cabo Verde and the Treasury.

Box 2

Modernization of the Check Clearing System

The Interbank Check Image Transfer System implemented in 2014 brought qualitative
gains to the banking sector as a whole, as reflected specifically and directly on reduced
costs and enhanced security aspects, enabling also more agility in check collection and

custody procedures.

In summary, we completed the Automated Check Clearing project whose processing
shall be based on a single clearing nationally and the corresponding interbank check image
transfer, thus fulfilling the objectives related to reducing the deadline for paying checks and

extinguishing the physical exchange of documents among participants.

This innovative check image transfer system started very positively, considering the
commitment of the participants, who had to make changes to their systems to be able to
send and receive check images, each having, at the outset, different projects, technologies
and processes. The first overall processing of check image files in the SISP took place on
June 24 and all participants managed to participate. It is worth highlighting the role of SISP
as facilitator, providing the image processing, sending and receiving services to the entire

national banking system.

Considering the impact its had since check image transfer was incorporated into the
national payment system, it is important to mention the most important milestones within the
process of modernizing the clearing of checks and related documents subsystem in the

country:

1994 - Publication of Decree-Law No. 80/94, which establishes the creation and

operation of Clearing Houses;
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1995 - Publication of the Internal Regulations for Clearing Houses, with the first check
clearing house beginning operations, integrated into Banco de Cabo Verde’s structure

in the city of Praia;

1996 - As a result of reforms to the state’s payment system, the Treasury becomes

part of the Praia clearinghouse.

1999 - Creation of regional physical exchange centers in S&o Vicente and Sal and
publication of Decree-Law No. 41/99, allowing the microfilming and filing of checks

presented for payment;

2001 - Publication of the Technical Regulations for Checks and creation of the
Integrated Interbank Clearing and Settlement System (SICIL) by Technical Instruction
No. 102, of 30/03/2001;

2007 — Expansion of physical exchange centers to Ribeira Grande and Assomada;

2008 - Start of the Automated Check Clearing System (January), based on logical
transfer of information and physical exchange of non-truncated documents;

2014 - Start of the Interbank Check Image Transfer System, after extinction of
traditional clearing and the end of physical exchange of checks. The new versions of

the SICIL and System Manual regulation became effective on the same date.
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1.3.2. Deposit and Settlement Management System

The Deposit and Settlement Management System (SGDL), which is managed by Banco
de Cabo Verde, started operating in April 2008 and aims to offer a settlement service, in central
bank money, to participants authorized to have a settlement account at BCV, allowing them to
effectively process transactions relating to monetary policy implementation and, thus, minimize
the risks associated with large-value payments. Throughout the day, it also provides
participants’ with information on the balance of their accounts with Banco de Cabo Verde, so
that they can monitor the transactions on which they intervene, thus contributing to the

efficiency and proper functioning of the payment system.

In addition to credit institutions, the Treasury and some non-bank institutions in the
country, other entities that have a settlement account in SGDL are allowed to open and operate
demand deposit accounts at Banco de Cabo Verde, such as certain special accounts held by

the state and international organizations.

The SGDL operating rules are laid down in Technical Instruction No. 144, of December
22, 2008, which includes the system’s basic guidelines and the relationships and responsibilities

of stakeholders.

According to an evaluation by Banco de Cabo Verde, the system worked regularly,
maintaining a satisfactory performance level during 2014, and continued to settle an increasing
number of transactions every working day from 8 am to 4 pm. Note, however, an interruption
that occurred on June 26, for several hours, following the implementation of a new feature® in
the system, which had a direct impact in terms of availability of the settlement service, although

no financial impact on the participants.

A settlement session in SGDL is organized into two distinct subsections: i) the Normal
period, which runs from 8 am to 3 pm, allowing the settlement of all eligible transactions in the
system and ii) the Pre-closing Period, running from 3 to 4 pm and restricts settlement to certain
types of transactions. Although the closing time for transaction settlements in SGDL has been
set for 4 pm, the occasional need to accommodate transactions traded on the open market and

contracted by participants near the cut-off of the Pre-closing Period, or clearing balances

7 This information is available only to SGDL participants who are also part of SICIL.

8 Automation of the “Payment of special state accounts in DC” component.
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referring to the second clearing cycle, sometimes require that the settlement session be
extended beyond the limit.

Graph 1.10 - Transactions settled by settlement time

2014

Units
w b g 2 N
§8£38888
0880000?
[ T S W
— |
~ 0 |
o
S ——
[
~ 93 | |

B 'Volume of transactions

Source: BCV

Analyzing the content of Graph 1.10, which shows the distribution of transactions settled
in the system according to pre-set times, we realize that there are two settlement peaks during
the normal period, one between 8 and 10 am, covering clearing balances (Vinti4 network,
checks and transfers), transactions involving participants abroad, purchase and sale of foreign
currency by credit institutions, and repayments of overnight transactions, and another between
1 and 2 pm, which accommodates the transactions ordered by the state’s special accounts
following the change in procedures, after the electronic funds transfer system became
operational. Apart from these transactions, also settled during the normal period are

transactions involving cash withdrawals and deposits by credit institutions and transactions
negotiated through the Stock Exchange’s securities market.

The concentration of settlements in the System remains unchanged from previous years,
proving to be denser in the normal period, with 92.7% of the total amount of settlements, while
the pre-closing period accounts for 7.3% of transactions.
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Graph I.11 Concentration of cash flow by settlement period
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Chapter Il - Payment Means and Instruments
2.1. Developments

Developments in payment means and instruments in Cabo Verde are characterized by a
permanent change in behavior associated with payments, which is evident in the change
observed in the pattern of use of these instruments over the past 10 years, with a marked
preference for electronic instruments, which, according to the data presented in Table II.1, are

those most used by Cabo Verdeans.

Table Il.1 - Payment means and instruments

Volume: units; Value: million escudos

2013 2014 Change %
Volume Value Volume Value Volume Value
Banknotes and coins in circulat - 8.138,9 - 8.971,6 - 10,2
Checks 1.547.379 190.748,4 1.566.472 185.759,7 1,2 -2,6
Clearing 312.299 69.112,7 301.071 67.800,8 -3,6 -1,9
Branch 1.235.080 121.635,7 1.265.401 117.958,9 2,5 -3,0
Transfers 2.972.810 450.997,9 3.077.048 376.713,8 3,5 -16,5
Interbank 419.938 87.083,9 453.053 93.341,2 7,9 7,2
Intra-bank 2.552.872 363.914,0 2.623.995 283.372,6 2,8 -22,1
Cards 11.064.258 48.436,4 12.741.782 54.547,9 15,2 12,6
Vinti4 card 10.655.708 43.705,5 12.300.304 49.034,50 15,4 12,2
International card 408.550 4.730,9 441.478 5.513,40 8,1 16,5
Total' 15.584.447 690.182,7 17.385.302 617.021,4 11,6 -10,6
Weight %

Checks 9,9 27,6 9,0 30,1 -9,3 8,9
Transfers 19,1 65,3 17,7 61,1 -7,2 -6,6
Cards 71,0 7,0 73,3 8,8 3,2 26,0

Source: BCV, SISP, Credit Institutions
"The total value of payment means and instruments does not include the value of banknotes and coins in circulation
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Graph 1.1 - Developments in the weight of payment instruments
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This scenario confirms the pattern of use of payment instruments, where we observe a
continuous and increasing use of payment cards by people with access to banking services in
late 2014, accounting for 73.3% of all transactions made, which is a 3.2% growth over 2013
(71.0%).

Regarding the use of payment instruments, we highlight the predominance of cards and
check transfers, making visible the important achievement of electronic payment instruments
over book instruments. Note also the ever increasing use of transfers, particularly interbank
transfers, since the Electronic Funds Transfer System - Credit became operational (2011),

allowing a multitude of payments from a single payer.
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Graph Il.2 - Developments in payment instruments
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2.1.1. Cash

Cash is still the most widely used means of payment, although an analysis of some
liquidity indicators, particularly those that relate circulation to the monetary aggregate M1
(weight of currency in circulation), M2 (preference for central bank money) and GDP, suggest

growing preference for alternative payment instruments.

Table II.2 - Currency in circulation - indicators

Value: million escudos

2010 2011 2012 2013 2014
Banknotes and coins in circulation (C) 8.733,5 8.584,4 8.138,9 8.460,7 8.971,6
Demand deposits (DD) 34.779,2 29.263,9 33.321,8 39.462,5 45.567,9
M 1(C+DD) 43.512,7 37.848,3 41.460,7 47.923,2 54.539,4

Term deposits? (TD) 64.124,6 66.207,7 72.877,4 81.876,6 86.700,8

M2 (M1+TD) 107.637,3 104.056,0 114.338,1 129.799,8 141.240,2
GDP? 138.568,0 147.924,0 150.724,9 152.055,1 157.328,0

Ratios

Circulation speed (V)
V1 (GDPIC) 15,87 17,23 18,52 17,97 17,54
Circulation ratio / GDP
C/GDP 0,063 0,058 0,054 0,056 0,057
Weight of currency in circulation
C/M1 0,201 0,227 0,196 0,177 0,164
Preference for central bank money
CIM2 0,081 0,082 0,071 0,065 0,064

Source: Credit institutions and BCV
1 Includes term deposits in DC, savings deposits, deposits by emigrants, and resident deposits in foreign currency
2 GDP information according to information provided by BCV’s Department of Studies and Statistics
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Similarly to the previous year, the 2014 indicators show an increase (13.8%) in the
monetary aggregate M1, due mainly to the bigger increase (15.5%) in demand deposits than in
notes and coins in circulation (6.0%), reflecting the decrease in the weight of money circulation
(C/M1) ratio from 0,177 basis points in 2013 to 0.164 basis points in 2014. The effect of this
trend is also reflected in the preference for central bank settlement assets coefficient, weighted
by the magnitude of the notes and coins held by the public and the money supply M2, whose

decline over the years reinforces Cabo Verdeans’ preference for using alternative instruments.

Graph II.3 - Developments in monetary aggregates
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At the end of 2014 the currency in circulation saw a 6% increase over 2013, with notes
and coins reaching 8.9716 billion escudos. Of the total, notes represent 94.3%, of which 78.2%
correspond to 1000 and 2000 escudo notes, the only denominations currently available through
the Vinti4 network ATMs.
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Graph 1.4 - Banknotes in circulation by denomination - value
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2.1.2. Check

During 2014, 1,566,472 checks, amounting to 185.7597 billion escudos, were processed,
corresponding to a slight increase in volume (1.2%) and a decrease in value (2.6%), which in

absolute terms translates into 19,093 more checks and 4.9887 billion escudos less.

Reflecting this trend, the average number of checks processed each day went from 6,844
checks, amounting to 753.9 million escudos, in 2013, to 6,216 checks, amounting to 737.1
million escudos, in 2014. In terms of monthly average, a total of 130,539 checks, amounting to
15.48 billion escudos, were processed each month. When compared to 2013, we realize that
1591 more checks, worth 415.7 million escudos, were processed monthly. Like the past three
years, the average processed value remains at 0.2 million escudos for checks paid through

clearing and 0.1 million escudos for those paid through the branches.
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Graph II.5 - Developments in checks
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Note that the check’s interbank level remains unnoticeable, which presumably may be

related, on the one hand, to its gradual replacement by other electronic payment instruments

and, on the other, lack of trust and, hence, its poor acceptance among merchants, given that it

is a high risk payment instrument to the extent that it does not have prompt payment

characteristics.

It should be noted that in the last five years (2010-2014), check payments decreased by

an average of 2.5% in volume and 7.3% in value.
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Graph 11.6 - Clearing checks and checks from CI branches (in value) 2010 - 2014
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Analyzing the distribution of check payments through the banking system by value
bracket (Graph I1.7), we see the same trend of previous years, with lower-value checks
concentrating in the 1 escudo-50,000 escudos bracket, representing 76.8% (1,202,682 checks)
of the total volume, although with only 12.3% (14.4996 billion escudos) in value. In contrast and
with a very small weight in terms of volume (2.7%), checks in the 10 million-500 million escudos

account for 42.5% of the value, which is equivalent to 78.9479 billion escudos.

Graph 11.7 - Weight of checks paid by value bracket
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Also regarding the use of checks, of total transactions made using this payment
instrument, 4186 (amounting to 1.4499 billion escudos) were returned, reflecting a 6.4%
increase in volume and 9.2% in value compared to check returns in 2013 (3,933 checks,
amounting to 1.3276 billion escudos). The average number of checks returned monthly,
therefore, follows the same trend, with 253 more checks, worth 122.3 million escudos, having

been returned.

Table 11.3 - Returned checks

Volume: units; Value: million escudos

2013 2014
Volume Value Volume Value
Clearing 2.544 661,1 3.286 900,4
Branch 1.389 666,5 900 549,5
Total 3.933 1.327,6 4.186 1.449,9
Monthly average 328 110,6 349 120,8

Source: BCV and Credit Institutions

Regarding the reasons that led to check returns, the "lack of or insufficient funds"
accounts for 58.2% (2,436 checks) of returned values, which reinforces the analysis of the
check’s low interbank level, justified by the lack of trust in this payment instrument, due to bad
faith in its use and, consequently, the availability of funds which depends on receipt. The
remaining returns — 1,750 checks (41.8%) — were due to "other reasons," namely, lack of main

requirement, signature irregularities, among others.

Craph I1.8 - Weight of returned checks by reason for return
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Source: BCV

The weight of returned checks in total checks remains the same as in recent years
(0.3%), oscillating, however, in terms of values, increasing from 0.7% in 2013 to 0.9% in the

year in question.

Table 1.4 - Total checks submitted and returned

Volume: units; Value: million escudos

2013 2014
Volume Value Volume Value
Total Checks 1.547.379,0 190.748,4 1.566.472 185.759,7
Total returns 3.933 1.327,6 4.186 1.449,9
Returned checks/Checks submitted (%) 0,3 0,7 0,3 0,8

Source: BCV and Credit Institutions

2.1.3. Transfers

A total of 3,077,048 bank transfers, worth 376.7138 billion escudos, were processed
during 2014, resulting in an increase in volume (3.5%) and a decrease in value (16.5%)

compared to 2013, with the total value of interbank transfers decreasing by 22.1%, individually.

Analyzing by mode of transfer, intra-bank transfers clearly dominating, with 85.3% in
volume and 75.2% in value of overall transfers, compared to 14.7% and 24.8 % in volume and
value, respectively, for interbank transfers. These results show that high-value transfers tend to
be processed through clearing, with the daily average standing at 1,798 transfers (2013: 1,660
transfers), worth 370.4 million escudos (2013: 344.2 million escudos). The average value per
transfer stood at 206,000 escudos (2013: 207,000 escudos).

Following the same trend, the daily average of intra-bank transfers increased in volume
and decreased in value year-on-year, going from 10,090 transfers, worth 1.4384 billion
escudos, in 2013 to 10,413 transfers, worth of 1.1245 billion escudos in 2014. Reflecting these
developments, the average value per transfer decreased from 143,000 to 107,000 escudos

escudos in 2014.
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Graph 11.9 - Domestic transfers
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2.1.4. Payment Cards

The use of payment cards in Cabo Verde is regulated by Decree-Law No. 66/99, of 2
November, which sets out the rules for the activities of credit and non-bank institutions with
respect to the issuance and management of cards, and also by Notice No. 2/2000, of 7 August,

which determines the contractual terms and general conditions of use.

The use of payment cards in Cabo Verde dates back to late 1999 and is closely linked to
the creation of the Interbank Company and Payment Systems. The availability of payment cards
on the Vinti4 network had a strong impact on the domestic banking system and an excellent
acceptance by the population with access to banking services, which translates into a significant

growth both in the number of cards produced and the volume and value of transactions made.

The growing number of users associated with this bank product may be due to the fact
that holders of Vinti4 cards are exempt from fees when using them to make transactions, but
also to the evolution of the payment system, reflected primarily by the convenience, speed,
security and transparency in making payments and by the globalization of markets, products

and services.
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In 2014, there were 177,861 active Vinti4 cards recognized in the Vinti4 network, which
represents a 5.0% increase over 2013. Over the past five years, the number of active cards

recognized in the network grew on average 12.6%.

Of the overall number of Vinti4 cards produced in 2014 (86,638), 30,496 cards were new
issues (35.2%) and 56,142 were renewals (64.8%).

Graph 11.10 - Annual developments in cards produced and in circulation
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In addition, 15,420 Visa cards were issued to residents, of which 11,753 debit and 3,781

credit cards.

In this context, in 2014 the network recorded a total of 439,199 transactions using
international cards, worth 5.4814 billion escudos, representing growth both in volume (7.5%)
and in value (15.9%) compared to 2013. It should be noted that, out of all transactions, 65.0%
(285,348 transactions) were made on ATMs, worth 3.5422 billion escudos (64.6%), and 35.0%
at POS, worth 1.9389 billion escudos (35.4%). These developments also show a positive trend
in international card acceptance, as evidenced by the increase (41.1%) in the number of
establishments that accept it, from 545 establishments in 2013 to 769 in 2014, despite only 556

terminals being active.

The use of cards has increased quite significantly in the country, with a total of
17,219,019 transactions having been made in 2014, representing a 15.8% growth over 2013. Of

the total, 73.8% (12,706,382 transactions) were related to transactions involving movement of
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funds and 26.2% (4,512,637) were transactions not involving movement of funds. On average,
each active Vinti4 card made 57 transactions on ATMs (- 1 transaction) and 38 at POS (+ 8
transactions), which, when compared to 2013, shows a 1.8% decrease and a 26.7% increase in

transactions made by each card at ATMs and POS, respectively.

The overall value of transactions using cards stood at 54.4538 billion escudos
(12,706,382 transactions), which is 5.8052 billion escudos more than 2013. Average daily
transactions followed the same growing trend, increasing from 30,097 transactions, worth 133.3
million escudos, in 2013 to 34,812 transactions, worth 149.2 million escudos, in 2014, which

results in growths of 15.7 in volume and 11.9% in value.

Graph II.11 - Developments in the average value carried out through the Vinti4 network
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Note also that the average value carried out using payment cards has had a decreasing
trend over the past five years (4.3% less), as shown by Graph II.11, due to the fact that the
volume of transactions has grown more than the value of transactions, which reinforces the

Vinti4 network’s retail nature.
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Table I1.5 - Use of cards in transactions involving movement of funds

Volume: units Value: million escudos
2013 2014 Change %
Volume Value Volume Value Volume Value |

Vinti4 card 10.576.839  43.917,7 | 12.267.183 48.972,4 16,0 11,5
ATM 5.716.858 26.839,7 | 5.951.334  28.546,3 4,1 6,4
Withdrawals 4.969.359 25.866,4 | 5.264.674  27.352,5 5,9 57
Transfers 23.972 676,5 28.052 811,7 17,0 20,0
Services paymentst 5.121 30,3 12.447 132,8 143,1 338,1
Minutes added to mobile phones 718.406 266,5 646.161 249,3 -10,1 -6,4
POS 4.612.696 16.866 6.102.468  20.276,8 32,3 20,2
Payments 4.583.412 16.854 6.067.322  20.263,5 32,4 20,2
Minutes added to mobile phones 29.284 12 35.146 13,3 20,0 14,5
Other channels 247.285 212 213.381 149,3 -13,7 -29,7
Transfers 1.992 38 2.167 37,5 8,8 -1,6
Services payments 3.605 93 1.332 41,5 -63,1 -55,6
Minutes added to mobile phones 241.688 81 209.882 70,2 -13,2 -13,1
International card 408.550 4.731 439.199 5.481,4 75 15,9
ATM withdrawals 289.372 3.162 285.348 3.542,5 -14 12,0
Payments at POS 119.178 1.569 153.851 1.938,9 29,1 23,6
Total 10.985.389,0 48.648,6 | 12.706.382 54.453,8 15,7 11,9

Source: SISP
"The data under “Services payments" shall cover transactions involving bill payments and grants w hich,
in previous editions of the Report, w ere incorporated under "Other Transactions"

Regarding the use of cards by feature, unlike in previous years, in 2014 payments at
POS accounted for 49.1% of the total volume of transactions involving movement of funds
made using a card, representing 6,221,173 transactions, worth 22.2024 billion escudos. On
average, 17,044 payments, worth 60.8 million escudos, were made at POS, representing

increases in both volume (32.3%) and value (20.5%) over 2013.

Also regarding features, withdrawals accounted for a significant proportion of transactions
(43.7%) and are still the most significant in terms of traded values (56.7% of total), with
5,550,022 transactions, worth 30.8951 billion escudos. 15,206 withdrawals were made daily,
worth 84.6 million escudos. When compared to the same period the previous year, this feature

had insignificant growth rates, both in volume (5.5%) and in value (6.4%).

It is important to mention that, for the first time since the Vinti4 network became

operational, payments made at POS surpassed cash withdrawals, in volume, which may
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suggest the beginning of a new cycle, in which cards are actually used as a payment instrument

and not simply as a means to access cash.

The adding minutes to mobile phones feature accounted for 7.0% of total transactions
involving movement of funds, with 891,189 transactions, worth 332.8 million escudos, of which
72.5% in volume (646,161 transactions) and 74.9% in value (249.3 million escudos) made at
ATMs. Note the year-on-year negative growth rates, despite growths of 20.0% and 14.5% in
volume and value, respectively, processed through POS. The reduction in the total processed
through this feature was due to negative changes in processed volume (10.8%) and values paid
(8.0%) through ATMs and other channels. The average daily transactions involving adding
minutes to mobile phones stood at 2,442 transactions, worth 0.9 million escudos (2013: 2,711

transactions, worth 1.0 million escudos).

In 2014, 30,219 bank transfers, worth, 849.2 million escudos, were made. Albeit with an
unimpressive share in total transactions (0.2% in volume and 1.6% in value), this feature
showed growth rates of 16.4% and 18.8% in volume and value, respectively, over 2013. Note

also that 83 transfers, worth 2.3 million escudos, were made daily, with 92.8% on ATMs.

In 2014, there was a reversal of the dynamics of payment services, which experienced
sharp growths in volume and value. Note also the services payments, with a weight of 0.1% in
volume, totaling 13,779 transactions (7,322 more transactions), worth 174.3 million escudos

(68.3 million escudos more).

Graph 11.12 - Use of cards in transactions involving movement of funds (in value)
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Of the transactions involving movement of funds, 96.5% in volume and 89.9% in value,
for a total of 12,267,183 transactions, worth 48.9724 billion escudos, were made using a Vinti4
card, while international cards were used ot make 439,199 transactions (3.5%), worth 5.4814
billion escudos (10.1%).

The use of Vinti4 cards in transactions involving movement of funds shows remarkable
growth rates of 16.0% in volume (1,690,344 more transactions) and 11.5% in value (5.0546
billion escudos more) in 2014, compared to the same period the previous year. Note also the
significant growth in terms of volume (32.3%) and value (20.2%) of payments made using a
Vinti4 card through POS, showing the usefulness of this card in paying for purchases and other

services.

Table 1.6 - Transactions involving movement of funds made using a vinti4 card? (volume)

Unit

2010 2011 2012 2013 2014
Withdrawals 3906 686 4 469 002 4688 415 4 969 359 5264 674
Transfers 11772 15 361 21 045 23972 30 219
Services payments 5184 5 966 8314 6 457 13779
Adding minutes to mobile phones 698 181 957 028 1009 825 989 378 891 189
Payments at POS 1722251 2595 290 3641 695 4583412 6 067 322
Growth (%)
Withdrawals 22,9 14,4 4,9 6,0 5,9
Transfers 34,3 30,5 37,0 13,9 26,1
Services payments 31,4 15,1 39,4 -22,3 1134
Adding minutes to mobile phones 76,4 37,1 55 -2,0 -9,9
Payments at POS 50,3 50,7 40,3 25,9 32,4
Source: SISP

Table 11.7 - Transactions involving movement of funds made using a vinti4 card (Value)

Million escudos

2010 2011 2012 2013 2014
Withdrawals 21 616,4 23988,0 24 738,9 25 866,4 27 352,5
Transfers 374,9 497,6 609,0 676,5 849,2
Services payments 95,5 260,0 310,4 123,7 174,3
Adding minutes to mobile phones 324,2 388,7 378,6 358,9 332,8
Payments at POS 8167,1 11 741,0 14 199,9 16 854,0 20 263,5

Growth (%)

9 The data for the Services Payments item (Tables Il.6 and II.7) for 2011, 2012 and 2013 have been adjusted to
incorporate the payment of bills and grants, because they have a financial impact; in previous editions of the Report
they were incorporated under "Other Transactions."
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Withdrawals 15,2 11,0 3,1 4,6 5,7
Transfers 22,4 32,7 22,4 11,1 25,5
Services payments -3,6 172,3 19,4 -60,1 40,9
Adding minutes to mobile phones 42,9 19,9 -2,6 -5,2 -7,3
Payments at POS 53,1 43,8 20,9 18,7 20,2
Source: SISP

Despite the overall growth (in volume and value) in the use of Vinti4 cards in almost all
features, similar to last year, there were decreases in volume (9.9%) and in value (7.3%) in the

adding minutes to mobile phones feature.

With regard to service payments, it turns out that this feature experienced the highest
growth in 2014, particularly in value (338.1%), which could be due to the incorporation of the
payment service to the state, which is based on introduction of the Single Collection

Document™, whose aim is to standardize and simplify its collection processes.

In 2014, there were 13,779 transactions involving service payments, worth 174.3 million
escudos. Of this total, electricity and water bill payments accounted for 53.0% in volume and
28.4% in value, while payments to the state accounted for 16.4% in volume and 48.2% in value
of transactions processed using Vinti4 cards. Note also that, although the telecommunications
represent 20.5% of volume, they reflect only 4.0% of the value, while purchases of travel tickets,
with an insignificant percentage (6.6%) in terms of volume, account for 16.4% of the processed

value. Finally, insurance payments are still insignificant, with 2.9% in value and 3.6% in volume.

Graph 11.13 - Services payments by sector
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10 Document introduced as part of the Treasury Bankarization project launched in 2011
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Source: SISP

From the point of view of using Vinti4 cards for payments at POS (Graph 11.14) in various
sectors, and confirming the trend of previous years, note that payments at commercial
establishments stand out with 73.8% of transactions (4,478,092), worth 13.7387 billion escudos
(67.8%). Then we have payments at restaurants, with 11.7% of transactions (710,224), followed
by payments for services, with a slightly lower number of transactions (613,959) and higher in
value. In fact, the latter reached 3.1672 escudos, against 895.5 million escudos for the former.
On the whole, the remaining sectors™ account for 265,047 transactions (4.4%), worth 2.4621
billion escudos (12.2%).

Craph 1.14 - Payments at POS using a Vinti4 card by sector
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Regarding the use of international cards, there was a positive trend in transactions
involving movement of funds; that is, 7.5% in volume (30,649 more transactions) and 15.9% in
value (750.5 million escudos), with the monthly average increasing from 34,046 transactions,
worth 394.2 million escudos, in 2013 to 36,600 transactions, worth 456.8 million escudos in
2014.

"Namely, hotels, public services, transportation, travel agencies, car rentals and duty free.
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Graph II.15 - Payments made at POS by card type
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Analyzing payments made at POS, we observe that in terms of traded value, the use of
Vinti4 cards over the years is by far higher than that of international cards, although the average
value paid at POS shows that the average per transaction using an international card (12,602

escudos) is higher than that for Vinti4 cards (3,340 escudos).

Regarding the use of international cards in payments at POS in various sectors, Graph
11.16 highlights the significant share of the hospitality sector, with 41.4% of the volume and
58.0% of the total value of payments (63,691), worth 1.1238 billion escudos. The weight of the
hospitality sector in total transactions is closely associated with tourism in Cabo Verde, which is
proven by the share of the country’s two touristiest islands (Sal and Boa Vista), with 81.3% of
the volume and 71.6 % of the value traded at POS using international cards. Purchases at
commercial establishments represent 21.7% of the volume, with 33,428 transactions, worth
206.2 million escudos (10.6%). In turn, "duty free" (airports) accounts for 14.9% in volume and
6.1% in value of transactions made, relating to 22,854 transactions, worth 117.4 million
escudos. Also note that 13,964 payments, worth 93.4 million escudos, were made in catering

services.
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Graph 11.16 - Payments at POS using an international card by sector
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Data on international cards continue to show economic and social evidence supporting

the argument of an increasingly global market, providing greater security to card holders in

transactions within and outside the country. Thus, compared with previous years, Graph 11.17

shows that the transactions made by non-residents in the country using an international card

are still higher, in volume and value, than those made by residents abroad, although there has

been increased use of this instrument by residents. Despite this fact, transactions made by non-

residents, mainly cash withdrawals and payments at POS, still have a significant weight in total

transactions, with 71.6% in volume and 77.1% in value, resulting from 392,665 transactions,

worth 4.9603 billion escudos.
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Graph 11.17 - Use of international cards by residents, abroad, and non-residents, in the country
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Similarly to transactions by non-residents, transactions using international cards made by
nationals abroad represent 28.4% in volume and 22.9% in value of the total traded. In turn,
transactions made by residents while abroad totaled 155,408 transactions (46,583 more
transactions), worth 1.4703 billion escudos (239.1 million escudos more). This superiority of
international card use by non-residents may be related to the cost of Visa transactions, which
are still too high for nationals, and the fact that Cabo Verde is a potential tourist destination.
Another reason is the priority that most nationals give to cash as a means of payment when

traveling abroad.

Table 11.8 data reflect the use of Visa cards by nationals in transactions made abroad
(77.3% in volume and 73.8% in value, respectively) totaling 155,408 transactions, worth 1.4703
billion escudos. In terms of average value, each transaction made by nationals was around

11,199 escudos in the country and 9,461 escudos abroad.

Table I1.8 - Transactions made by nationals using a Visa card in the country and abroad

Volume: units; value: million escudos

Volume Value
200 942 1991,4
In the Country 45534 521,1
Abroad 155 408 1470,3
Weight (%)
In the Country 22,7 26,2
Abroad 77,3 73,8

Source: Credit institutions
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In addition, an analysis of the data also shows that withdrawals made by nationals abroad
are higher than those made in the country, in volume and value. Indeed, while there were nearly
54,326 withdrawals abroad, worth 560.0 million escudos, 45,140 withdrawals were made in the

country, equivalent to 491.1 million escudos.

Graph 11.18 - Withdrawals using a Visa card by residents in the country and abroad
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With regard to payments made by nationals using a Visa card, transactions made abroad
are far higher when compared to transactions made in the country, which account for 1.4% in
volume and and 3.2% value, respectively. So, in 2014, 1,394 payments were made in the
country, worth 30.0 million escudos, and 101,082 payments abroad, worth 910.3 million

escudos.

Graph 11.19 - Payments using a Visa card by residents in the country and abroad
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Source: SISP

In analogy to previous years, developments in ATM withdrawals and POS payments using
an international card relate directly to the tourist flow in the country (Graph 11.20). Analyzing
intra-annual trends in the number of transactions made at these terminals in 2014, we realize
that the card shows peak usage, especially in December, when there is a greater flow of the
Cabo Verdean diaspora (returning emigrants, students on vacation and others), and in January
and November, when there’s a large influx of tourists. As you might expect, December was the
month with the largest volume (55,712 transactions) and value (710.9 million escudos)

processed.

Graph 11.20 - Transactions made on the Vinti4 network using an international card
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In addition to the features offered by the Vinti4 network for international cards (credit and
prepaid), holders of credit cards that have the cash advance™ function can make cash
withdrawals at branches of credit institutions. Thus, as regards the acceptance of cash
advance, 2.880 transactions were made, worth 244.1 million escudos (57.1 million escudos
more), which represents a 25.6% decrease in volume and a 30.5% increase in value compared
to 2013.

12 Acceptance of international cards through agreements between national credit institutions and operators and
foreign entities. When they take on the typical role of cash advance, international cards are subject to a fee to
support the charges related to connection to the network to which the international card belongs.
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Graph II.21 - Cash advance transactions and international cards
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2.2. Regulation and Control

Banco de Cabo Verde’s duties in terms of regulating, supervising and promoting the
smooth operation of clearing and payment systems, and also its role as a catalyst for financial
system development and oversight authority, in the context of minimizing risks and operating

costs, are fulfilled based on the following aspects:

i) Monitoring trends in payment instruments so that, once shortcomings and malfunctions
are identified, the most appropriate solutions and in accordance with best practices from

a regulatory standpoint are proposed;

i) Managing deposit and settlement accounts opened at Banco de Cabo Verde, ensuring
compliance with the legislative instrument that regulates the opening and operation of
demand deposit accounts at Banco de Cabo Verde by credit institutions and other

entities;
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iii) Managing the Check Incident Report Office (CIC), in terms of both operational and

regulatory aspects;

iv) Informing and training the general banking public on contents and matters relating to

payment systems;

v) Promoting the functioning of interbank working groups, as part of the implementation of
payment system projects, which result from the joint work of BCV, credit institutions and
SISP;

vi) Implementing the oversight role in alignment with the standards set by the Committee
on Payment and Settlement Systems regarding the Principles for Market Infrastructure,
and defining the methodology, procedures and instruments needed to implement that

role.

In legislative terms, in 2014, the Regulation on the Integrated Interbank Clearing and
Settlement System (SICIL) was updated and published, with said system being revised
following the implementation of the Check Image Transfer System, resulting in the following

changes:

e Resetting of the time for check clearing sessions, by introducing a second specific
clearing cycle for check returns on the same day of financial settlement;

e Clarification of the moment when participants must make available to the beneficiaries
the funds from transactions processed through the subsystems under SICIL;

e Determination of the definitive and irrevocable nature of transactions processed in
SICIL;

e Requirement for the processing entity to give Banco de Cabo Verde all the statistical
information on SICIL subsystems;

e Suppression of the chapter relating to the transactions processed through the Stock
Exchange, pursuant to the reconfiguration of financial settlements at Banco de Cabo
Verde, which occurred in 2013, and, consequently, adjustments in the part that deals

with matters relating to requests to participate in clearing subsystems.

The Check Clearing Operations Manual was also updated and published. It now
incorporates the features and structure of the files relating to interbank check image transfer
and the second clearing closing for same day returns, in order to comply with the period for

availability of funds.

In this context, the activities in 2014 focused primarily on the following:
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e Monitoring the implementation of the Interbank Check Image Transfer System;

e Approving check specimens of all credit institutions, in compliance with the provisions of
the instruction on technical standardization of checks;

e Issuing a circular letter for the purposes of extinguishing the physical exchange centers
for checks;

e Updating the regulation on Banco de Cabo Verde’s Deposit and Settlement
Management System (SGDL), in order to adapt and harmonize existing standards with
the international principles adopted by central banks for gross settlement systems in
real time, which are considered systemically important, with a view to enhancing
transparency and participants’ confidence in the use of services provided by SGDL;

e As part of its duties as regulator, supervisor and promotor of smooth functioning of
payment systems, as set out in Article 19 of its Organic Law, Banco de Cabo Verde
inspected two credit institutions established in the country, with the purpose of
evaluating, on site, compliance with legal standards and operating procedures relating,
not only to restriction on the use of checks, but also the opening of deposit accounts;

e Also within the framework of powers conferred by the law on the termination of check
use, BCV removed 225 entities from the List of Check Users that Offer Risk, among

which 56 for compliance with the legal deadline and 169 per request.
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Box 3
Check Incident Report Office

Efforts to improve the framework that includes the check as a payment instrument
are evident in the management of the Check Incident Report Office (CIC), which ensures
centralization and dissemination of information on check incidents; i.e. checks returned

for lack of or insufficient funds.

Always aiming to increase user confidence in this instrument, during the year
under review Banco de Cabo Verde continued with initiatives leading to a significantly

more fluid and more effective model of cooperation with credit institutions.

On December 31, 2014, the Check Incident Report Office’s database contained
2,220 users, of which 1,774 (79.9%) were natural persons and 446 (20.1%) legal

persons, a 9.25% increase (188 more users) over 2013.

Graph I1.22 - Check Incident Report Office

400 -
350 -
300 -
£ 250 -
c
)
200 -
150 -+
100 -
50 -
0 T T T T T 1
2010 2011 2012 2013 2014
H Clreports M Entities in the LUR Removals from the LUR
Source: BCV

Graph 11.22 shows that the number of check users included in the List of Users
that offer Risk (LUR) decreased slightly in 2014 compared to the same period the
previous year, which could be related to strict observance of the check return deadlines
imposed by the start of the Check Image Transfer System, in late June last year. In fact,
during the year under review, 214 entities (6 less than in 2013) were included in LUR, of
which 143 natural persons and 71 legal persons, corresponding to a reduction of around
2.7%.
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In 2014, 225 entities were removed from the LUR for compliance with the two-year
legal deadline or by decision of Banco de Cabo Verde, which evaluated and granted 56
removal requests from credit institutions. It should be noted that, maintaining the upward
trend observed since 2011, there was a marked increase in removals by request (27
more compared to 2013), which is clear evidence of some progress towards progressive
moralization of the check.

The table below portrays the developments in the CIC over the last five years,
showing a slight increase (about 0.9%) in the number of reports received in the year

under review.

Table I1.9 - Developments in the Check Incident Report Office

Units

2010 2011 2012 2013 2014

Cl reports 344 207 287 324 327

Entities included in the LUR during the year

Natural persons 8 38 140 153 143
Legal persons 2 15 57 67 71
Total 10 53 197 220 214

Removals from LUR

By request 7 1 19 29 56

By term limit 39 26 39 52 169

Total 46 27 58 81 225

Total Users registered in CIC 346 150 166 198 189
Source: BCV

As the institution responsible for centralizing information concerning improper
check use which credit institutions are required to report, in 2014 Banco de Cabo Verde
continued to disseminate, through the banking system, the list of entities (natural and
legal persons) that are now included or that are subject to removal from the List of Users
that offer Risk, as well as updated lists of entities that are automatically removed from
the LUR for compliance with the deadline laid down in Article 7 of Legislative Decree No.
12/95, republished by Decree-Law No. 12/2010.
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Chapter Il - Interbank Clearing and Financial
Settlement

3.1. Organizational and functional aspects

Central banks may take on different roles in payment systems, with the possibility of

acting as operator and provider of settlement services in central bank money.

Thus, in the context of its statutory roles, Banco de Cabo Verde is responsible for
managing and operating the Integrated Interbank Clearing and Settlement System (SICIL),
which includes the clearing subsystems, and it also operates and manages the Deposit and

Settlement Management System (SGDL).

As systems operator, Banco de Cabo Verde ensures payment flows between institutions
participating in the Integrated Clearing and Settlement System and in the Deposit and
Settlement Management System, through single settlement accounts, irrevocably and
unconditionally. In the SICIL settlement is processed by offsetting the calculated multilateral
balances, while in SGDL transactions are processed one by one. In accordance with the
generally defined principles, in the first case, a large number of low value transactions, with
limited systemic risk, is processed, while in the second case, large value transactions are
processed, in order to minimize the main risks associated with large value payment systems,

thus contributing to the smooth functioning of the payment system in Cabo Verde.

As systems manager, Banco de Cabo Verde’s main concern has been acting to minimize
these risks, which threaten payment systems, especially systemic risk, due to the ripple effect
produced in the economy, to the extent that a participant’s failure to comply leads other
participants to be unable to fulfill their responsibilities, thus also getting into default. In short,
BCV’s role in this aspect is to ensure the smooth flow of settlements and, consequently, the

efficient operation of the system.

3.2. Deposit and Settlement Management System

The Deposit and Settlement Management System experienced significant growth in
2014, with an overall positive change of 19.9% in volume and 100.5% in value compared to
2013, having processed 9,775,008 transactions, worth 2.2246738 trillion escudos, equivalent to

14 times the GDP value at current prices for the year in question.
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Table Ill.1 - Transactions settled at Banco de Cabo Verde

Volume: units
Value: million escudos

2013 2014 Change %
Volume value | Volume value | Volume Value

Settlement by clearing - SICIL 8.144.917 181.331,7 9.767.084 188.225,2 19,9 3,8
Checks 312.299 69.112,7 301.071 67.800,8 -3,6 -1,9
Interbank transfers 419.938 87.083,9 453.053 93.341,2 7,9 7,2
Vinti4 netw ork 7.412.680 25.135,1 9.012.960 27.083,3 21,6 7,8
Settlement by transaction 6.817 928.470,0 7.924 2.036.448,5 16,2 119,3
Foreign Exchange market 2.285 65.845,8 2.273 57.251,2 -0,5 -13,1
Money Market 424  801.676,1 943 1.900.048,7 122,4 137,0
Stock Exchange 957 19.707,3 1.501 35.643,7 56,8 80,9
Deposits and w ithdraw als 1.885 33.185,4 1.841 32.365,9 -2,3 -2,5
Other transactions 1.266 8.055,3 1.366 11.139,1 7,9 38,3

Total 8.151.734 1.109.801,7 9.775.008 2.224.673,8 19,9 100,5

Source: BCV

Referring to the overall movement in settlement accounts (see Graph I1ll.1), the

international trend is confirmed, with the clearing systems processing high volumes of payments

and SICIL systems accounting for 99.9% of the total volume of settled transactions, while the

settlement by transaction subsystems account for only 0.1% of settled transactions.

From the perspective of processed values, the scenario is reversed, insofar as the

amounts settled through the settlement by transaction subsystems accounted for 91.5% of the

2.0364482 trillion escudos, thus surpassing the amounts settled by clearing, which accounted

for only 8.5%, a fact which supports the systemic importance of the Deposit and Settlement

Management System.
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Graph llI.1 - Overall transactions settled at Banco de Cabo Verde
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Analyzing the performance of settlements by transaction individually, there is a 16.2%
increase in volume (1,107 more transactions) and a dramatic increase (over 100%) in value
(1.1079786 trillion escudos more), which results in an increase of 88.7% in the average value

settled, going from 136.2 million escudos in 2013 to 257.0 million escudos in 2014.

Settlements made through the Money Market contribute to these developments, with
above 100% increases in both volume and value, which is due to the measures adopted by
Banco de Cabo Verde, starting in August of the year in question, in order to facilitate credit
institutions’ daily access to contracting deposit and lending transactions. We must also mention
the settlements made through the Stock Exchange, which experienced significant increases in
volume (56.8%) and in value (80.9%).

In terms of weight distribution of settlements by transaction in SGDL, note the
performance of the Money Market, which accounts for 93.3% (1.9000487 trillion escudos) of the
total value settled and only 11.9% of the total volume processed, which shows a high
concentration of risk (credit and liquidity) in the system. Although they exhibit negative growth
rates compared to 2013, foreign exchange market transactions and cash deposits and
withdrawals made by credit institutions account for 28.7% (2,273 transactions) and 23.2%

(1,841 transactions) of the settled volume, respectively.

Stock exchange transactions account for 18.9% in volume and 1.8% in value,
corresponding to 1,501 transactions, worth 35.6437 billion escudos, of which 1,083 (72.2%)
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refer to transactions with Public Debt Securities, worth 35.1147 billion escudos (98.5%). Other
Transactions, which includes transfers between settlement accounts directly on SGDL, that is,

not settled by other subsystems, account for 17.2% in volume and 0.5% in value.

Graph 111.2 - Distribution of the weight of settlements by transaction in SGDL
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Given the growth in the overall movement of settlements, there was also a significant
increase in average daily transactions settled in SGDL, both in volume (50.4%) and value
(100.3%), rising from 18,433 transactions, worth 4.3901 billion escudos, in 2013 to 27,717
transactions, worth 8.7923 billion escudos, in 2014. Of the total value processed daily, 7.5399
billion escudos pass through the Money Market.

In terms of settlements by clearing, SICIL settled an average of 27,686 transactions,
worth 711.1 million escudos, per day, representing increases of 50.4% in volume and 2.9% in
value compared with average transactions/day in 2013, which translates into 9,280 more

transactions, worth 20.2 million escudos.

From the point of view of the three systems that make up SICIL, the developments in
transactions cleared and settled in SGDL follow the same trend of the previous year, with the
electronic transfer clearing and Vinti4 network subsystems exhibitting positive rates of change in
volume (7.9% and 21.6%, respectively) and value (7.2% and 7.8%, respectively), whereas the
check subsystem, on the contrary, shows decreasing rates both in volume (3.6%) and in value
(1.9%).
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In terms of distribution of transactions processed via SICIL, note the performance of the

Vinti4 network, which, in volume, settled a total of 9,012,960 transactions (92.3%) at Banco de

Cabo Verde, and electronic transfer clearing subsystem, which, in value, processed 93.3412

billion escudos (49.6% of the total).

Table Ill.2 — Average daily'3 transactions settled at Banco de Cabo Verde

Volume: units
Value: million escudos

Settlement by clearing - SICIL
Checks

Interbank transfers

Vinti4 netw ork

Settlement by transaction
Foreign Exchange market
Money Market

Stock Exchange

Deposits and w ithdraw als
Other transactions

Total

2013 2014 Change %
Volume Value Volume Value Volume Value
18.406 691,0 27.686 711,1 50,4 2,9
1.395 275,3 1.195 268,0 - 144 2,7
1.092 346,9 1.798 368,9 64,6 6,3
15.919 68,7 24.693 74,2 55,1 8,0
27 3.699,1 31 8.081,1 15,8 118,5
9 262,3 9 2272 - 0,9 13,4
2 3.193,9 4 7.539,9 1215 136,1
4 78,5 6 141,4 56,2 80,1
8 132,2 7 1284 - 2,7 2,9
5 32,1 5 44,2 7,5 37,7
18.433 4.390,1 27.717 8.792,3 50,4 100,3

Source: BCV

3.3. Integrated Interbank Clearing and Settlement System (SICIL)

SICIL is a clearing settlement system managed by Banco de Cabo Verde that has been

experiencing positive growth over the years, having processed 9,767,084 transactions, worth

188.2252 billion escudos, in 2014. That is, it cleared and settled 1,600,280 more transactions,

equivalent to 1.9481 billion escudos, compared to the previous period. Compared to 2013,

these figures represent increases of about 19.9% in volume and 3.8% in value, confirming a

higher growth in volume, as has been the trend over the past five years (from 2010 to 2014:

118.8% in volume and 6.9% in value).

13 The check clearing and electronic fund transfer clearing subsystems and other subsystems operated 253 days in
2013 and 252 days in 2014. The Vinti4 Network operated 365 days in 2014
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As regards developments in the three subsystems that are part of SICIL, the checks and
related documents subsystem, which processes transactions originated from the use of paper
payment instruments, decreased 3.6% in volume and 1.9% in value, compared to decreases of
10.8% and 11.4% in 2013, respectively.

Conversely, the subsystems that process transactions based on electronic payment
instruments continued to increase, albeit more moderately in terms of the volume in the
interbank transfer subsystem compared to the last 5 years. The subsystem of transactions
processed through the Vinti4 Network, which in the same period (2010-2014) experienced
exceptional growth in volume (124.5%), increased 21.6% in volume and 7.8% in vlaue over the

previous year.

In terms of the average value per transaction made in SICIL in 2014 (Graph 111.3), it
increased slightly (1.5%) for the check subsystem, while the average value of the Vinti4
Network transaction subsystem decreased by around 11.4% and the electronic funds transfer
subsystem experienced an almost imperceptible decline. These changes correspond to a
decrease in the average value of transactions processed through the Vinti4 network, from
0.0034 million escudos in 2013 to 0.0030 million escudos in 2014, with the average value of the

check and transfer subsystems remaining at 0.2 million escudos.

Graph lil.3 - Developments in average value per transaction in SICIL
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As for the relative weight of each SICIL clearing subsystem (Graph 111.4), it should be
noted that the subsystem of transactions processed through the Vinti4 Network continues to

have highest share in volume (92.3%), despite increasing only 1.4% over the previous year.
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On the other hand, the checks and related documents and bank transfers subsystems,
together, represent 85.5% of total values cleared. However, the individual weight, in value, of
the checks subsystem, which began to be processed through a single center after the Check
Image Transfer System became operational, on June 23, 2014, decreased from 38.1% in 2013
to 35.7% in the reporting year, while the share, in value, of transfers increased from 48.0% to

49.8%, respectively.

Graph 1ll.4 - Integrated Interbank Clearing and Settlement System (SICIL)
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3.3.1. Clearing of Checks and Related Documents

The Checks and Related Documents Clearing System is a SICIL subsystem that
processes transactions originating from the use of paper payment instruments. In 2014, it
cleared 301,071 documents, worth 67.8088 billion escudos, which shows slight decreases in
volume (3.9%) and in value (1.9%) year-on-year (Table 111.3). Of the total submitted for clearing,
check returns had a residual weight, despite the growth observed both in volume (29.2%) and in
value (36.2%) over 2013.

In the year under review, this checks subsystem worked 252 days. Thus, in terms of daily
average, there were slight decreases in volume (3.2% and in value (1.5%) over the previous
year, corresponding to 1,195 documents cleared per day, worth 269.1 million escudos. In this
way and compared to 2013, 40 less documents were submitted for clearing/day, corresponding

to 4.1 million escudos less.
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Unlike the trend observed in checks, returns increased in both volume (29.2%) and value

(36.2%).
Table 11l.3 — Checks and returns submitted for clearing
Volume: units
Value: million escudos
2013 2014 Change %
Volume Value Volume Value Volume Value
Checks 309.755 68.451,5 297.785 66.900,5 -3,9 -2,3
Returns 2.544 661,1 3.286 900,4 29,2 36,2
Total 312.299 69.112,7 301.071 67.800,8 -3,6 -1,9
Source: SISP

Analyzing the monthly performance of checks (Table 1ll.4), we see that there was a

general decline in the volume and value of checks submitted monthly for clearing, except for the

positive changes observed in February (Volume: 1.9%), June (Volume: 25.7% and value:
29.6%), September (value: 6.4%), and December (Volume: 3.0% and value: 13.8%).

Given these developments, the average monthly checks cleared decreased from 25,813,
worth 5.7043 billion escudos, in 2013 to 24,815 checks, worth 5.575 billion escudos, in 2014.

Note that January had the most significant decrease in volume (19.3%), while July showed a

higher decrease in value (15.7%).

Table Ill.4 - Monthly data on checks submitted for clearing

Volume: units

Value: million escudos

2013 2014 Change %

Volume Value Volume Value Volume Value
January 26.804 6.785,1 21.627 5.851,1 -19,3 -13,8
February 23.043 5.379,2 23.399 4.742,8 15 -11,8
March 25.579 5.646,5 23.843 5.122,7 -6,8 -9,3
April 27.489 5.795,8 24.718 5.172,6 -10,1 -10,8
May 27.176 5.659,6 25.122 5.439,6 -7,6 -3,9
June 23.560 5.592,2 29.614 7.249,2 25,7 29,6
July 28.335 6.653,4 26.774 5.611,1 -5,5 -15,7
Report on Cabo Verde’s Payment System - 2014 66




Banco de Cabo Verde

August 24.604 5.292,4 22.397 5.270,3 -9,0 -0,4
September 24.357 5.201,4 23.649 5.536,8 -2,9 6,4
October 26.572 5.405,9 24.987 5.106,4 -6,0 -5,5
November 24.130 5.074,5 22,711 5.010,9 -5,9 -1,3
December 28.106 5.965,5 28.944 6.787,0 3,0 13,8
Total 309.755 68.451,5 297.785 66.900,5 -3,9 -2,3
Monthly Average 25.813 5.704,3 24.815 5.575,0 -3,9 -2,3
Source: SISP

The reduction in the volume and value of checks issued resulted in decreases of 3.7%
and 4.0% in the volume of truncated and non-truncated checks, respectively, and decreases of
3.5% and 2.2% in the value of truncated and non-truncated checks, respectively.

Therefore, in terms of volume, the weight of checks that were truncated in the taking
institution (Graph 111.5) stood at 52.1%, while the weight of non-truncated checks stood at
47.9%. On the other hand, the contribution of non-truncated checks in the total value of issued
checks is much higher (97.0%) than that of truncated checks, which still have an insignificant
rate (3%).

In turn, from a total of 155,283 truncated checks processed, worth 1.9941 billion escudos,
the monthly average stood at 12,940 truncated checks, worth 166.2 million escudos. The
average number of non-truncated checks issued per month was 11,875 checks, worth 5.4089
billion escudos, out of a total of 142,502 non-truncated checks submitted for clearing in 2014,
worth 64.9064 billion escudos.

Graph I1I.5 - Weight of truncated and non-truncated checks
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Comparing the average monthly checks and returns in the year under review (Table II1.5)
with the monthly average in 2013, one comes to the conclusion that 998 less checks were
processed, worth 129.3 million escudos less, while 62 more returns were cleared, worth 20.0

million escudos more.

Following the sustained decrease that has been occuring in the use of checks (2014:
3.9% in volume and 2.3% in value), the month of June had a higher volume (29,614) and value
(7.2492 billion escudos) than the monthly average. At the same time, the 507 returns processed
in July and the 208.5 million escudos cleared in December were the most significant, in the

context of increased returns in 2014 (29.2% and 36.2% in volume and value, respectively).

Table Ill.5 — Checks and returns submitted for clearing

Volume: units

Value: million escudos

Checks Returns

Volume Value Volume Value
January 21.627 5.851,1 182 30,0
February 23.399 4.742,8 156 24,9
March 23.843 5.122,7 179 105,0
April 24.718 5.172,6 164 25,3
May 25.122 5.439,6 168 26,2
June 29.614 7.249,2 484 74,2
July 26.774 5.611,1 507 92,6
August 22.397 5.270,3 443 159,6
September 23.649 5.536,8 234 55,6
October 24.987 5.106,4 245 54,8
November 22.711 5.010,9 235 43,7
December 28.944 6.787,0 289 208,5
Total 297.785 66.900,5 3.286 900,4
Monthly Average 24.815 5.575,0 274 75,0
2013 Total 309.755 68.451,5 2.544 661,1
Monthly Average 2013 25.813 5.704,3 212 55,1

Source: SISP

Most check returns continue to be due to "lack of or insufficient funds," with 1,369 checks

returned in 2014, translating into a 19.7% decrease compared to 2013 (Table I11.6). That
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number of checks represented 41.7% of total returns (weight in 2013: 67.0%), despite the

37.8% reduction year-on-year.

It should be noted that the operationalization of the Check Image Transfer System lead to
a review and adjustment of existing return codes, which culminated in the creation of the "image
not received or unreadable" reason, instead of "photocopy not received or unreadable."
Although it prevailed during the first half, the latter reason was never used in the year under

review. Note also the extinction of "various reasons" and "failure to deliver the check."
Reflecting the above changes, the statistical data on the reasons for check returns

include the new "image not received or unreadable" as the second leading cause of return,

accounting for 468 returns.

Table II.6 - Returned checks by reason for return

Volume: units

Value: million escudos

2013 2014

Reasons for return Volume Value Volume Value
By Drawee institution
Lack of or insufficient funds 1.704 375,0 1.369 221,9
Various reasons 289 106,4 187 16,4
Lack of key Requirement 116 47,2 138 26,7
Irregular Drawing 82 7,8 292 135,5
Duplicate record 73 29,5 273 27,5
Blocked account 64 8,6 81 2,7
Error in data 45 5,4 88 98,8
Incorrectly Indicated Amount 36 19,0 151 57,9
Return at the request of Borrower Bank 32 37,7 26 4,8
Check Number does not exist 16 31 27 3,0
Account Number does not exist 14 0,7 9 11

Check without revoked funds - submitted after the deadline 8 1,1 2 4,0
Check with revoked funds - for just cause 8 0,1 4 4,5
Closed Account 7 1,2 2 0,4
Failure to Deliver Check 5 0,4 30 17,3
Non-clearable 4 0,1 61 2,7
Counterfeit check without funds 3 0,4 0 0,0
Check with revoked funds — submitted after the deadline 3 0,2 0 0,0
Photocopy not received or unreadable 2 0,0 0
Image not received or unreadable 0 0,0 468 262,4
Check with revoked funds - for just cause 1 0,8 0 0,0
Poor Forwarding 1 0,0 19 6,1
Irregular Endorsement 0 0,0 30 2,1
No stamp 0 0,0 1 0,3
Counterfeit check with funds 0 0,0 2 0,0
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By Borrowing Institution

Default in clearing by Borrowing Institution 23 15,7 0 0,0
Return after Deadline 4 0,7 9 0,7
Invalid reason for return 3 0,0 6 0,0
Failure to Deliver Check 1 0,0 1 0,1
Duplicate record 0 0,0 8 3,2
Poor Forwarding 0 0 2 0,0
Total 2.544 661,1 3.286 900,4
Source: SISP

In turn, "irregular drawing” came in third in 2014, increasing from a 3.2% weight in 2013
to 8.9% of all returns made in the year in question. The 292 returned checks accounted for a
very significant growth (256.1%) over 2013.

Note that an analysis of developments in returned checks, broken down by the reasons
for return used by drawee and borrowing institutions, shows atypical increases in "non-
clearable" and "poor forwarding." Moreover, the increases in non-clearable" and "poor

forwarding” were also atypical.

With regard to checks submitted for clearing by value bracket, the data suggest a general
decrease in all brackets, except for the 2,000,001-3,000,000 escudos bracket and the
20,000,001-100,000,000 escudos bracket, with increases of 3.6% and 25.9% in value (volume:

3.2% and 31.1%), respectively, compared to the previous year.

The highest decrease was observed in the highest bracket (checks above 100 million
escudos), reflecting less use of this payment instrument in this segment, with the rates of
change standing at 44.4% (volume) and 46.1% (value), compared to 2013. Similarly, in 2014,
the smallest decreases were obtained in lower brackets (in the range between 1 and 4,000,000

escudos), showing a more stable use of checks in the respective segments.

In terms of structure, note that 52.4% of the volume of cleared checks were issued with
values in the 1-30,000 escudos range (Graph Ill.6 and Table 111.7), although the weight of the
processed value remains at low levels (3.1%). However, the insignificant volume of checks
issued in the over 10 million escudos bracket up to the last bracket (above 10 million escudos)
accounted for a high overall value, reaching 25.7%. In this context, the highest value issued
was 10.1433 billion escudos (volume: 15.4% and value: 15.2%), having been processed in the

100,001-500,000 escudos bracket, as in the previous year.
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Graph 111.6 - Checks submitted and returned for clearing by value racket, in percentage
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Regarding the distribution of returned checks by value bracket, the 100.001 to 500.000

escudos range encompassed the most returns again, both in terms of value (179.3 million

escudos) and volume (798 checks) (Table 111.6 and Graph Ill.7). Consequently and in the

context of increased returned checks in 2014 (Volume: 29.2% and value: 36.2%), the weight of

this bracket in the total returned value stood at 19.9% (Volume: 24.3%), compared to 17.8% in

2013 (Volume: 20.3%). Only checks in excess of 100 million escudos had no return, with the
immediately preceding bracket (20,000,001-100,000,000 escudos) having the second highest

weight in value (19.4%), corresponding to an insignificant volume of returned checks.

Table IIl.7 - Checks submitted for clearing by value bracket

Volume: units

Value: million escudos

Weight of Checks
Submitted Returned Submitted
(%)
Volume Value Volume Value Volume Value
1 10.000 71.871 406,9 402 2,2 24,1 0,6
10.001 20.000 51.412 771,4 415 6,2 17,3 1,2
20.001 30.000 32.672 823,8 254 6,4 11,0 1,2
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30.001 50.000 37.931 1.512,3 540 21,8 12,7 2,3
50.001 100.000 38.846 2.816,5 656 48,3 13,0 4,2
100.001 500.000 45.866 10.143,3 798 179,3 15,4 15,2
500.001 1.000.000 8.776 6.390,0 101 77,4 2,9 9,6
1.000.001 2.000.000 4.840 6.988,6 68 100,2 1,6 10,4
2.000.001 3.000.000 1.922 4.834,0 23 1447 0,6 7,2
3.000.001 4.000.000 1.074 3.813,1 17 72,8 0,4 5,7
4.000.001 5.000.000 679 3.102,2 3 194 0,2 4,6
5.000.001 10.000.000 1.142 8.135,2 5 36,7 0,4 12,2
10.000.001 20.000.000 496 7.166,0 1 10,1 0,2 10,7
20.000.001 100.000.000 253 9.234,8 3 174,8 0,1 13,8
> 100.000.000 5 762,3 0 0,0 0,0 1,1
Total 297.785 66.900,5 3.286 900,4 100 100,0
Source: SISP

3.3.2. Clearing of Electronic Funds Transfer

The Electronic Funds Transfer System is a SICIL subsystem that processes transactions
based on electronic payment instruments. In 2014, 453,053 interbank transfers were cleared,
worth 93.3412 escudos, corresponding to increases of 7.7% in volume and 7.1% in value over
the previous year (Table Ill .8). Of that total, 839 transactions were returned, worth 139.3 million
escudos, translating into more significant increases, especially in value (57.9%) compared to
2013. still, the weight of transfers returned for clearing remained insignificant in the total

transfers cleared (about 0.2% in volume and value).

Table 11I.8 - Transfers and returns submitted for clearing

Volume: units

Value: million escudos

2013 2014 Change %

Volume Value Volume Value Volume Value
Transfers 419.938 87.083,9 452.214 93.201,9 7,7 7,0
Returns 647 88,2 839 139,3 29,7 57,9
Total 420.585 87.172,1 453.053 93.341,2 7,7 7,1
Weight (in %) 0,2 0,1 0,2 0,1 20,4 47,6
Daily average 1.660 3442 1.795 369,8 8,1 7,5
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Average value 0,2 0,2 -0,6
Total 2012 274.197 83.176,9

Daily average 2012 1.091,0 331,4

Average value 2012 0,3

Change % total 2012/2013 53,9 51

Source: SISP

Similar to what has happened in recent years and according to the information provided
previously, transfers show an increasing trend, although with more moderation in terms of
volume. It maintained a higher relative weight than the checks subsystem, in volume, despite
falling from 5.2% in 2013 to 4.6% in 2014. Furthermore, in terms of value, it is still the
subsystem with the highest weight (49.8%), compared to the total cleared in SICIL (checks:
35.7% and Vinti4 Network: 14.5%).

On average, 1,795 transfers were cleared and settled per day in 2014, worth 369.8
million escudos, with the system having worked 252 days. These figures can be compared, on
the one hand, with the 1,660 transactions, worth 344.2 million escudos, in 2013, and, on the
other hand, with the 1,091 transactions, worth 331.4 million escudos, in 2012. The average

value for this transfers subsystem remained at 0.2 million escudos for each transaction.

In turn, monthly developments in transfers processed through the clearing system (Table
111.9) indicate an overall increase in volume and value traded in each month of the year, except
for slight breaks in terms of volume in May (4.1%), July (1.3%), August (3.6%) and November
(1.0%), and in value in February (5.8%) and May (6.8%), compared to the same period the

previous year.

This performance was eventually reflected in the 37,685 monthly transfers processed on
average in the year in question, worth 7.7668 billion escudos, confirming the growth trend, with
the largest cleared volume and value continuing to be processed in December (54,053

transfers, worth 9.2806 billion escudos).

Table 1l1.9 — Monthly transfers processed through the clearing system

Volume: units

Value: million escudos

2013 2014 Change %

Volume Value Volume Value Volume Value
January 27 644 6 858,1 30304 7 406,1 9,6 8,0
February 30 227 6 768,7 34 844 6 376,0 15,3 -5,8
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March 34 065 6 675,8 35 996 7 469,6 5,7 11,9
April 30 784 6 002,5 36 496 7218,1 18,6 20,3
May 35 204 8 307,9 33772 7739,8 -4,1 -6,8
June 32719 72534 36 228 72731 10,7 0,3
July 40 032 7 067,6 39 497 8822,8 -1,3 24,8
August 36 107 6 400,2 34818 7104,0 -3,6 11,0
September 34 407 7 381,5 38 828 8411,2 12,8 13,9
October 36 053 7813,5 40 685 8104,3 12,8 3,7
November 37 056 7 600,6 36 693 7996,1 -1,0 5,2
December 45 640 8954,0 54 053 9 280,6 18,4 3,6
Total 419 938 87 083,9 452 214 93201,9 7,7 7,0
Monthly average 34 995 7 257,0 37 685 7 766,8 7,7 7,0

Source: SISP

Regarding the contribution of system participants in total transfers submitted for clearing

(Graph 111.7), we highlight the performance of the Treasury, which accounted for 293,132

transfers, worth 30.3002 billion escudos, representing increases of 1.8% and 5.8% in volume

and value, respectively, year on year. These developments were reflected in the 3.9% increase

in the average value per transfer processed by the Treasury.

The Treasury accounts for 64.8% of the total volume of transfers and 32.5% of the total

value cleared.

Graph lll.7 - Transfers submitted for clearing by participant
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With regard to credit institutions (Cl), their weight in value increased slightly from 63.1%

in 2013 to 64.8% in 2014. However, the increases obtained in the volume (25.7%) and value
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(10.0%) of total transfers cleared were more significant, which could justify the 12.5% drop in

average value compared to the previous period.

In this chapter, the share of Banco de Cabo Verde was 2.9% in volume and 2.6% in
value, having processed 12,946 transfers, worth 2.4619 billion escudos, with an average value

of 0.2 million escudos per transfer.

As for the performance of transfers and returns in the two daily clearing cycles defined for
the EFT system - credit (Graph I11.8), we highlight the continued dominance of transfers (96.7%
in volume and 98.1% in value) and returns (97.3% in volume and 87.5% in value) processed in
the first daily clearing cycle, with slight decreases compared to 2013. However, the contribution
of the volume of transfers and returns processed in the second cycle (designed solely for urgent
transfers and returns) increased slightly (from 2.0% in 2013 to 2.7% in 2014), with the
corresponding value decreasing from 27.7% in 2013 to 12.5% in 2014.

Graph 1.8 - Transfers submitted and returned for clearing by closing type
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Through Table 111.10, one comes to the conclusion that, in 2014, not only more interbank
transfers, but also more returns, were processed on a monthly basis compared to 2013, which
had an average of 34,995 monthly transfers, worth 7.257 billion escudos, and only 54 returns,
worth 7.3 million escudos.
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Table IIl.10 - Transfers and returns submitted for clearing

Volume: units

Value: million escudos

Transfers Returns

Volume Value Volume Value
January 30.304 7.406,1 21 13,1
February 34.844 6.376,0 20 1,7
March 35.996 7.469,6 28 1,1
April 36.496 7.218,1 21 48,6
May 33.772 7.739,8 25 0,9
June 36.228 7.273,1 28 2,1
July 39.497 8.822,8 407 10,4
August 34.818 7.104,0 42 53
September 38.828 8.411,2 26 1,7
October 40.685 8.104,3 24 30,7
November 36.693 7.996,1 102 10,0
December 54.053 9.280,6 95 13,6
Total 452.214 93.201,9 839 139,3
Monthly average 37.685 7.766,8 70 11,6
Total 2013 419.938 87.083,9 647 88,2
Monthly average 2013 34.995 7.257,0 54 7,3

Source: SISP

By classifying transfers by transaction codes (Table 111.11), we easily conclude that, in terms of volume, the
payment of "Fees" (53.6%) and "Other transfers" (45, 4%) were the most widely used in the first clearing cycle. This
order is reversed when we analyze the overall value of transfers that were processed there, with "Other transfers"
accounting for 85.1%, while "Fees" represent only 14.1%. Similarly, the codes most used in the second clearing cycle

were "Fees" (volume: 88.2% and value: 40.9%) and "Other transfers" (volume: 11.5% and value: 58.8%).

On the other hand, returns using those two transaction codes suggest similar trends to transfers made, with
"Fees" accounting for 539 returned transfers, worth 18.4 million escudos, and "Other transfers" accounting for 273
returns, worth 103.3 million escudos. Note that "Other" transaction codes used in the two daily clearing cycles include

"Refunds, Rentals/Leases, Social Security Benefits, National Pension, State Payments (DGT), and Domestic

Transfers.”
Table lll.11 - Transfers by closing and transaction code
Volume: units
Value: million escudos
Transaction code Submitted Returned
Volume Value Volume Value
Closing 1
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Fees 234.215 12.868,2 539 18,4
Other Transfers 198.234 77.817,7 273 103,3
Suppliers 2.894 618,4 1 0,0
Other 1.757 146,8 3 0,2
Total 1 437.100 91.451,2 816 121,9
Closing 2

Fees 13.335 716,4 8 0,675019
Other Transfers 1742 1.030,0 14 16,6
Other 37 4,2 1 0,1
Total 2 15.114 1.750,7 23 17,4
Total 452.214 93.201,9 839 139,3
Source: SISP

Broken down by value bracket, the transfers data (Graph 111.9) show the predominance of
transactions in lower-value brackets. Thus, 88.2% of the volume and 15.3% of the total value of
transfers cleared during the year correspond to values between 5 and 100 thousand escudos,
which enhances the retail nature of this system.

On the other hand, transfers processed in the largest value bracket (above 2.5 million
escudos) accounted for only 0.9% of the total volume of cleared transactions, which means that
its weight remained unchanged from 2013, while its weight in terms of value decreased from
69.3% in 2013 to 68.8% in 2014.

Graph 111.9 - Weight of transfers submitted for clearing by value bracket
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Graph 111.10 - Weight of transfers returned for clearing by value bracket
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The concentration in the lower value brackets translated into a maximum of 135,400
transfers, worth 1.9195 billion escudos (Table 111.12), processed by the 5-25 thousand escudos
bracket, whose weight in total cleared transactions stood at 29.9% and 2.1% in volume and
value, respectively. In addition, the highest value transaction, corresponding to 64.1237 billion

escudos, was identified in the aforementioned above 2.5 million escudo bracket.

Complementing the analysis with the illustrations in Graph 111.10, it appears that the
bracket between 5 and 100 thousand escudos has a very significant share in volume (90.5%)
(2013: 92.7%), while accounting for only 12.6% (2013: 18.8%) of the total value of returned
tranfers. The above 2.5 million escudo bracket also followed the same trend of transfers
submitted for clearing, accounting for only 5 returned documents, with a higher weight in value
(71.1%; 2013: 64.0%).

Table 1ll.12 - Transfers submitted for clearing by value bracket

Volume: units

Value: million escudos

Value brackets Submitted Returned Weight submitted transfers
(%)

Volume Value Volume Value Volume Value
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< 5.000 34.380 91,8 111 0,3 7,6 0,1
5.000 25.000 135.400 1.919,5 465 78 29,9 2,1
25.001 50.000 111.779 4.246,7 96 3,3 247 4,6
50.001 100.000 117.494 7.903,2 87 6,2 26,0 8,5
100.001 150.000 23.227 2.753,4 26 3,2 51 3,0
150.001 200.000 7.099 1.209,4 10 1,8 1,6 1,3
200.001 250.000 4.351 955,6 10 2,2 1,0 1,0
250.001 350.000 3.971 1.163,7 16 4,8 0,9 1,2
350.001 500.000 3.007 1.232,6 2 0,8 0,7 1,3
500.001 1.000.000 4.512 3.038,7 8 5.2 1,0 3,3
1.000.001 2.500.000 2.984 4.563,6 3 4,8 0,7 4,9
> 2.500.000 4.010 64.123,7 5 99,1 0,9 68,8
Total 452.214 93.201,9 839 139,3 100 100,0
Source: SISP

3.3.3. Settlement of Vinti4 network transactions

The Transactions processed through the Vinti4 network system is a SICIL subsystem that
processes transactions based on electronic payment instruments, having the particularity of
being managed and operated, autonomously, by the SISP. Being responsible for inter-bank
transactions made on ATMs, POS, Televinti4 and Vintidnet and having grown 27.2% in volume
and 13.5% in value in 2013, this subsystem saw more moderate increases in value (7.8%,
volume: 21.6%) in 2014. In the year under review, these changes corresponded to 9,012,960
transactions, worth 27.0833 billion escudos (Table 111.13 and Graph 111.11).

Table Il.13 - Settlement of Vinti4 network transactions

Volume: units

Value: million escudos

Vinti4 network

Volume Value
2005 633.493 3.645,8
2006 859.238 4.126,3
2007 1.396.301 5.276,3
2008 2.188.430 9.779,2
2009 3.472.967 14.335,3
2010 4.014.614 17.885,2
2011 5.461.194 20.157,6
2012 5.826.330 22.147,5
2013 7.412.680 25.135,1
2014 9.012.960 27.083,3

Source:
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SISP
Note that this growing trend in the Vinti4 network and the continued growth of the

interbank transfers subsystem, coupled with the slight decrease in the checks subsystem, have
contributed to the increase in total transactions cleared and settled in SICIL (1,600,280 more
transactions, equivalent to 1.9481 billion escudos) over the previous period. In this scenario, the
Vinti4 network, which is the only SICIL subsystem that works seamlessly (365 days), remains
the Cabo Verdean payment system with the largest processed volumes, ensuring 92.3% of the
total number of transactions in SICIL. However, it represents only 14.5% of the value, remaining
the payment subsystem with the lowest average value per transaction, which decreased from
0.0034 million escudos in 2013 to 0.0030 million escudos in 2014.

Comparing the performance of these same Vinti4 network transactions settled in SICIL
over the past 5 years, we see that there was an extraordinary increase (124.5%) in total volume
processed and 51.4% in value. These developments demonstrate the degree of reliability and
security in the use of this type of payment instrument, which is easier to use by consumers in

everyday transactions.

Graph lll.11 - Developments in transactions settled through the Vinti4 network

2010 - 2014

Volume Value
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Chapter IV — Oversight

The oversight of payment systems, particularly the clearing and settlement systems,
considered of high systemic risk, is a core role of central banks and is intended to ensure the

smooth operation of payment systems and, consequently, contribute to financial stability.

With this purpose, central banks have been concerning themselves with the efficiency
and security of payment systems and infrastructures, extending their field of activity beyond
large-value payment systems, defined as systemically important, and focusing also on retalil
payment systems and instruments, in particular electronic ones. From this perspective,
oversight takes on a broader role, in that it intends to ensure the soundness of the system, with

particular focus on systemic risk prevention.

Banco de Cabo Verde is no stranger to this role, which is established in Article 19 of its
Organic Law, which states that "the Bank is responsible for directly ensuring or regulating,
overseeing and promoting the smooth functioning of clearing and settlement systems.” This is
why it has been creating conditions to efficiently fulfill these duties, as part of which

various activities were carried out throughout the year, namely:

i) Daily and continuous monitoring of clearing and settlement systems, in order to monitor
the operational and functional performance thereof;

i) Monitoring of the following clearing systems: checks and related documents, interbank
transfers and Vinti4 network, in order to verify compliance with rules, given abnormal
situations that occur and that involve the participants or the managing entity responsible
for processing the clearing service;

iii) Quarterly reporting with a focus on analysis of statistics and indicators regarding the
activity of the above-mentioned systems;

iv) Controlling, recording and reporting anomalies affecting payment systems, particularly
anomalies related to the Vintid network, particularly non-supply of ATMs by credit

institutions or unavailability of ATMs;

Alongside these activities and so that this role can gain a new dynamic in the context of
the national payment system, Banco de Cabo Verde has been taking a number of measures
aimed at adopting the guiding principles issued by the Committee on Payment and Settlement
Systems (CPSS) and International Organization of Securities Commissions (IOSCO), which
recommend a greater focus on monitoring financial market infrastructure, namely payment and

clearing systems and securities settlement systems.
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Thus, in order to meet the system security and efficiency objectives, the measures

planned for the coming years are expected to focus on the following aspects:

i. Increasing transparency by publishing the oversight policy applicable to financial market
infrastructures and regularly provide information about the oversight activities carried out;
ii. Promoting the separation of operational and oversight duties, thereby safeguarding
potential conflicts of interest that could arise because Banco de Cabo Verde is both
operator and oversight authority of payment systems;

ii. Implementing the oversight methodology defined by the CPSS-IOSCO which is used
to check compliance with the principles and encompasses four distinct stages of action:
a) collecting information, b) analyzing information, c) assessment d) inducing change;

iv. Applying the same oversight policies to all infrastructures in the country, whether they
are operated by private entities or by Banco de Cabo Verde;

v. Delegating to operators the maximum responsibility of ensuring the operation of
infrastructures and providing efficient payment and settlement services;

vi. Implementing an integrated internal monitoring system covering the clearing,
settlement and securities systems, in order to minimize the risks inherent in payment
systems (operational risk, credit risk, liquidity risk and systemic risk) and minimize
operating failures by adopting more detailed procedures and more transparent
documentation;

vii. Adopting an advanced communications structure, with developed and integrated
security mechanisms, which would enhance content protection and the integrity of
information processed in the settlement system;

viii. Adopting a business continuity management policy that reflects the system's risk
profile and that is proportionate to the nature of its activities, its size and complexity;

ix. Implementing business continuity management mechanisms that are suitable to
business processes and encompass a recovery strategy that clearly identifies the
responsibilities in case of disaster and a business continuity plan;

X. Instituting mandatory testing of the business continuity plan, in order to ensure its
quality in risk situations, with the requirement that the plan be audited and updated
periodically;

xi. Setting a communication plan so as to ensure the information flows necessary for
recovery of business processes considered critical, ensuring the obligations to system

participants.
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Box 4

Oversight of Payment Systems

Payment Systems are regarded as one of the central pillars that support financial stability
and should therefore work efficiently and safely, facilitating the rapid flow of resources and assets
between economic operators and ensuring the smooth functioning of financial markets. Thus, the
main challenge lies in constantly improving the design of payment systems, in order to be able to
reduce the risks present in financial transactions and, consequently, systemic risk. Furthermore, its
good management contributes in an indisputable way to prevent financial crises, while reducing the
costs and uncertainty of settlement and stimulating economic activity.

From this perspective, the Supervision/Oversight/Surveillance of payment systems is
considered a duty of central banks, through which the security and efficiency objectives are
promoted by: (i) monitoring existing systems or those being planned; (ii) evaluating these systems
against those targets and, when necessary, (iii) inducing changes (BIS - Bank for International
Settlement, 2005).

To better understand the concept of Payment Systems Oversight, it is pertinent to distinguish
it from the concept of Financial Institutions Supervision. Both activities are important to proper risk
management, are based on a number of international principles or standards, promote financial
system stability, and are intended to avoid systemic risk. However, they use distinct risk control
techniques and regulatory powers.

Oversight focuses on the stability of interbank systems (their continued operation, their
security and integrity) and not on individual participants (and their financial situation), which falls to
Supervision. The latter focuses on financial institutions, seeking to ensure the stability and
soundness of the financial system, so as to ensure it operates efficiently, the safety of deposits and
depositors, as well as the protection of consumers of financial services.

Payment Systems Oversight should not be confused with Audit (Internal), which focuses on
the proper observance of the procedures established in the internal rules and manuals, and should
indeed be understood in its broadest sense, involving, not only the Payment Systems, but also
payment instruments, and clearing and securities settlement systems. The latter play an important
role in economic stability, facilitating transactions between economic operators and allowing for
proper implementation of monetary policy measures.

Banco de Cabo Verde fulfills the Payment Systems Oversight duty in the light of Article 19 of
its Organic Law, which states that “the Bank is responsible for directly ensuring or regulating,
overseeing and promoting the smooth functioning of clearing and settlement systems.” Now, in view
of fulfilling the oversight duty and favoring the creation of conditions to do it effectively, BCV carries
out activities that focus on Interbank Clearing Systems (checks, transfers and transactions
processed through the Vinti4 Network) and Settlement (SGDL - Deposit and Settlement
Management System), both members of SICIL - Integrated Interbank Clearing and Settlement

System.
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With special focus on the strategic objective of "maintaining a safe, reliable and efficient
payment system," Banco de Cabo Verde has implemented a methodology that encompasses:
Initially, (i) continuous monitoring of the aforementioned systems, in order to obtain information on
the functional architecture and operation of these same clearing and settlement systems. In this
item, in addition to compiling statistics, the Central Bank is supported by other sources, particularly
its incident log base, anomalies related to Vinti4 Network activities that were recorded, and on-site
inspections;

At a subsequent stage, (ii), the methodology used would involve evaluating the checks,
transfers and Vinti4 network transactions systems, to check observance of rules and their current
operation. The Bank, thus, produces quarterly oversight reports, having started to classify the retail
payment systems and large-value payment system, to better identify the only system considered as
systemically important (SGDL) and the non-inclusion of clearing systems in this category;

Finally, (iii) the Bank makes recommendations to participants, in terms of rigor and discipline
in observing rules, in order to mitigate the impact of anomalies identified in different systems, and it
may propose changes whenever it is justified. Meanwhile, in order to effectively monitor these
recommendations (and suggestions for improvement), the Payment Systems Area has called for
their implementation to be scheduled, in addition to seeking to establish, through monitoring and
evaluation, the benefits, to all parties, of the suggestions.

In the context of its oversight duties, one should note the fact that a major challenge for the
Bank is adopting internationally recognized standards and continuously training its human
resources. The latest Oversight standards, called Principles for Financial Market Infrastructures
(PEMI), were published by the Bank for International Settlements (BIS) in April 2012, with the
corresponding methodology, reflected in the Assessment methodology and Disclosure Framework,
having been published in December the same year. These principles have replaced previous
international standards for oversight, namely Core principles for systemically important payment
systems; Recommendations for securities settlement systems and Assessment methodology for

recommendations for securities settlement systems; Recommendations for central counterparties.

Principles for financial market infrastructures

Part | - General organization Part V - Default management
Principle 1 - Legal basis Principle 13 - Rules and procedures for participants' default
Principle 2 - Governance Principle 14 - Portability and segregation
Principle 3 - Framew ork for understanding and managing risks Part VI - Management of overall business risk and operational risk
Part Il - Management of credit and liquidity risks Principle 15 - Overall business risk
Principle 4 - Credit risk Principle 16 - Investment and custody risk
Principle 5 - Collateral Principle 17 - Operational risk
Principle 6 - Margins Part VIl - Access
Principle 7 - Liquidity risk Principle 18 - Participation and access requirements
Part Ill - Settlement Principle 19 - Differentiated participation agreements

Principle 8 - Settlement finality Principle 20 - Connections betw een IMF
Principle 9: Financial settlement Part VIII - Efficiency
Principle 10: Physical settlement Principle 21 - Efficiency and effectiveness

Part IV - Central securities depositories and securities settlement systems Principle 22 - Communication procedures and standards
Principle 11 - Central securities depositories Part IX - Transparency
Principle 12 - Securities settlement systems Principle 23 - Disclosure of market procedures, rules and information

Principle 24 - Disclosure of information through centralized data repositories
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Table 1 - Overall Clearing Transactions

Volume: units

Value: million escudos

Checks Check returns Transfers Transfer returns
Volume Value Volume Value Volume Value Volume Value
1997 60.171 16.469,5 979 461,5 6.774 17.881,8 - -
1998 72.754 20.570,6 994 200,8 10.053 20.010,9 - -
1999 128.294 28.509,1 1.489 287,9 14.664 24.298,5 - -
2000 153.641 36.395,6 1.911 306,7 14.378 17.634,9 - -
2001 159.638 39.196,3 1.447 238,6 15.300 16.625,9 - -
2002 184.386 47.340,4 1.557 254,0 16.856 20.071,7 - -
2003 194.512 47.762,4 1.652 216,9 17.829 22.157,0 - -
2004 190.293 37.143,9 1.822 360,1 25.398 33.877,0 - -
2005 222.220 46.204,5 1.876 377,2 30.630 41.618,6 - -
2006 253.410 57.217,7 1.813 409,6 33.579 48.034,7 - -
2007 308.953 72.507,4 2.032 453,3 39.849 61.611,9 - -
2008 342.909 96.297,2 3.759 10.220,4 45,994 65.176,6 - -
2009 357.920 85.223,9 3.624 1.204,4 57.797 63.099,5 - -
2010 364.642 83.205,8 3.767 1.185,5 84.070 75.024,6 - -
2011 364.911 83.779,8 3.389 792,7 115.675 75.949,0 - -
2012 346.570 77.024,2 3.600 1.003,0 272.845 82.844,9 1.352 332,0
2013 309.755 68.451,5 2.544 661,1 419.938 87.083,9 647 88,2
2014 297.785 66.900,5 3.286 900,4 452.214 93.201,9 839 139,3
Soure: SISP
Table 2 - Clearing by type of document submitted
Volume: units
Value: million escudos
2013 2014 Change %
Volume Value Volume Value Volume Value
Checks 309.755 68.451,5 297.785 66.900,5 -3,9 -2,3
Transfers 419.938 87.083,9 452,214 93.201,9 7,7 7,0
Check returns 2.544 661,1 3.286 900,4 29,2 36,2
Transfer returns 647 88,2 839 139,3 29,7 57,9
Total 732.884 156.284,7 754.124 161.142,0 2,9 3,1
Source: SISP
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Table 3 - Checks submitted and returned for clearing - 2014

Volume: units

Value: million escudos

Submitted Returned

Truncated Non-truncated Truncated Non-truncated
Month Volume Value Volume Value Volume Value Volume Value
January 10.825 137,4 10.802 5.713,7 65 1,0 117 29,0
February 12.460 160,9 10.939 4.581,8 61 0,8 95 24,0
March 12.658 160,5 11.185 4.962,1 80 11 99 103,8
April 13.299 169,4 11.419 5.003,2 64 0,8 100 24,5
May 13.314 170,4 11.808 5.269,2 60 0,8 108 254
June 14.998 192,5 14.616 7.056,7 105 1,6 379 72,6
July 14.294 182,3 12.480 5.428,8 226 2,9 281 89,8
August 11.467 149,5 10.930 5.120,8 94 1,2 349 158,4
September 12.415 159,3 11.234 5.377,5 72 11 162 54,5
October 13.143 167,3 11.844 4.939,1 86 1,3 159 53,4
November 11.884 153,8 10.827 4.857,0 68 0,9 167 42,8
December 14.526 190,6 14.418 6.596,4 85 1,2 204 207,3
Total 155.283 1.994,1 142.502 64.906,4 1.066 14,9 2.220 885,5
Monthly
average 12.940 166,2 11.875 5.408,9 89 1,2 185 73,8
Source: SISP

Table 4 - Monthly data on checks submitted for clearing in volume (2010 - 2014)

Volume: units

2010 2011 2012 2013 2014
January 25.043 28.276 28.152 26.804 21.627
February 26.400 28.919 28.351 23.043 23.399
March 33.059 32.556 31.526 25.579 23.843
April 29.400 29.710 29.386 27.489 24.718
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May 29.444 31.729 31.711 27.176 25.122
June 30.661 30.771 27.047 23.560 29.614
July 31.248 29.700 28.797 28.335 26.774
August 30.653 32.025 29.186 24.604 22.397
September 29.921 30.337 25.982 24.357 23.649
October 29.117 30.415 29.661 26.572 24.987
November 30.888 32.197 27.201 24.130 22.711
December 38.808 28.276 29.570 28.106 28.944
Total 364.642 364.911 346.570 309.755 297.785
Monthly

average 30.387 30.409 28.881 25.813 24.815
Source: SISP

Table 5 - Monthly data on checks submitted for clearing in Value (2010 - 2014)

Value: million escudos

2010 2011 2012 2013 2014
January 6.127,0 6.783,6 6.740,7 6.785,1 5.851,1
February 7.672,3 6.160,2 6.292,2 5.379,2 4.742,8
March 6.538,1 7.091,0 6.304,3 5.646,5 5.122,7
April 6.439,3 6.323,6 5.836,4 5.795,8 5.172,6
May 5.996,4 6.704,3 6.991,1 5.659,6 5.439,6
June 7.145,8 8.137,4 6.078,6 5.592,2 7.249,2
July 6.918,9 6.556,2 6.108,7 6.653,4 5.611,1
August 6.910,9 7.148,2 6.567,0 5.292,4 5.270,3
September 6.597,7 7.243,5 5.695,5 5.201,4 5.536,8
October 7.090,2 7.471,1 7.127,0 5.405,9 5.106,4
November 6.645,8 7.377,1 6.260,5 5.074,5 5.010,9
December 9.123,4 6.783,6 7.022,3 5.965,5 6.787,0
Total 83.205,8  83.779,8 77.024,2 68.451,5 66.900,5
Monthly

average 6.933,8 6.981,7 6.418,7 5.704,3 5.575,0
Source: SISP
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Table 6 - Checks submitted for clearing by value bracket in volume (2010 - 2014)

Volume: units

2010 2011 2012 2013 2014
1 10.000 92.071 91.264 85.594 76.196 71.871
10.001 20.000 62.414 61.535 59.048 53.411 51.412
20.001 30.000 38.283 38.500 37.586 34.171 32.672
30.001 50.000 44.356 45.081 43.217 39.367 37.931
50.001 100.000 48.320 48.541 45.164 40.100 38.846
100.001 500.000 56.313 56.696 53.529 46.982 45.866
500.001 1.000.000 10.371 10.366 10.231 8.842 8.776
1.000.001 2.000.000 6.053 6.007 5.696 4.922 4.840
2.000.001 3.000.000 2.216 2.475 2.176 1.862 1.922
3.000.001 4.000.000 1.101 1.231 1.193 1.107 1.074
4.000.001 5.000.000 798 780 800 744 679
5.000.001 10.000.000 1.466 1.562 1.559 1.289 1.142
10.000.001 20.000.000 611 558 499 560 496
20.000.001 100.000.000 247 295 266 193 253
> 100.000.000 22 20 12 9 5
Total 357.920 364.642 364.911 346.570 297.785

Source: SISP

Table 7 - Checks submitted for clearing by value bracket in value (2010 - 2014)

Value: million escudos

2010 2011 2012 2013 2014
1 10.000 502,4 503,5 479,1 428,0 406,9
10.001 20.000 937,4 923,8 888,0 802,6 771,4
20.001 30.000 967,3 973,0 950,2 862,5 823,8
30.001 50.000 1.768,4 1.797,7 1.725,3 1.567,1 1.512,3
50.001 100.000 3.519,0 3.536,1 3.270,7 2.909,0 2.816,5
100.001 500.000 12.496,5 12.423,8 11.775,2 10.408,7 10.143,3
500.001 1.000.000 7.530,9 7.560,0 7.481,7 6.430,8 6.390,0
1.000.001 2.000.000 8.739,7 8.636,4 8.203,9 7.099,6 6.988,6
2.000.001 3.000.000 5.556,4 6.191,3 5.426,2 4.665,9 4.834,0
3.000.001 4.000.000 3.880,7 4.331,9 4.206,9 3.917,7 3.813,1
4.000.001 5.000.000 3.684,2 3.597,1 3.665,5 3.407,4 3.102,2
5.000.001 10.000.000 10.461,7 11.063,0 11.068,8 9.200,6 8.135,2
10.000.001 20.000.000 8.509,9 7.720,5 6.992,5 8.001,3 7.166,0
20.000.001 100.000.000 8.657,7 11.029,6 9.051,0 7.337,0 9.234,8
> 100.000.000 5.993,6 3.491,9 1.839,1 1.413,3 762,3
Total 85.223,9 83.205,8 83.779,8 77.024,2 66.900,5

Source: SISP
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Table 8 - Monthly data on checks returned for clearing in volume (2010 - 2014)

Volume: units

2010 2011 2012 2013 2014
January 276 306 229 278 182
February 242 199 397 184 156
March 321 277 188 169 179
April 334 252 295 190 164
May 214 245 356 221 168
June 309 318 306 189 484
July 590 335 247 210 507
August 251 348 332 197 443
September 253 275 302 200 234
October 320 254 313 226 245
November 296 274 313 246 235
December 361 306 322 234 289

Total 3.767 3.389 3.600 2.544 3.286
Monthly average 314 282 300 212 274

Source: SISP

Table 9 - Monthly data on checks returned for clearing in value (2010 - 2014)

Value: million escudos

2010 2011 2012 2013 2014
January 41,6 56,7 60,4 66,3 30,0
February 273,5 56,9 145,6 76,1 24,9
March 48,2 56,1 57,0 88,8 105,0
April 101,6 77,4 85,2 50,9 253
May 76,0 46,3 110,3 36,3 26,2
June 75,8 98,3 115,3 70,4 74,2
July 172,6 74,6 47,0 41,7 92,6
August 127,8 41,7 93,6 41,9 159,6
September 36,3 86,4 110,4 47,1 55,6
October 62,5 54,9 55,8 31,1 54,8
November 89,9 86,6 71,4 70,3 43,7
December 79,7 56,7 50,8 40,4 208,5
Total 1.1855  792,7 1.003,0 661,1 900,4
Monthly average 98,8 66,1 83,6 55,1 75,0

Source: SISP
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Table 10 - Checks returned for clearing by value bracket in volume (2010 - 2014)

Volume: units

2010 2011 2012 2013 2014
1 10.000 687 477 430 377 402
10.001 20.000 521 462 538 393 415
20.001 30.000 896 839 876 227 254
30.001 50.000 0 0 0 329 540
50.001 100.000 533 540 595 434 656
100.001 500.000 848 787 832 516 798
500.001 1.000.000 127 139 186 154 101
1.000.001 2.000.000 79 79 71 51 68
2.000.001 3.000.000 29 32 36 27 23
3.000.001 4.000.000 16 12 16 12 17
4.000.001 5.000.000 5 8 13 16 3
5.000.001 10.000.000 13 12 7 4 5
10.000.001 20.000.000 8 0 4 1
20.000.001 100.000.000 4 0 0 0 3
> 100.000.000 0 0 0
Total 3.767 3.389 3.600 2.544 3.286

Source: SISP

Table 11 - Checks returned for clearing by value bracket in value (2010 - 2014)

Value: million escudos

2010 2011 2012 2013 2014
1 10.000 4,1 3,4 2,6 3,3 2,2
10.001 20.000 7,9 7,5 8,2 6,7 6,2
20.001 30.000 30,9 29,7 29,4 6,2 6,4
30.001 50.000 0,0 0,0 0,0 14,3 21,8
50.001 100.000 39,5 40,6 44,0 36,5 48,3
100.001 500.000 191,4 172,9 193,0 117,6 179,3
500.001 1.000.000 92,0 101,5 137,4 87,9 77,4
1.000.001 2.000.000 114,3 122,6 104,0 68,8 100,2
2.000.001 3.000.000 74,2 77,3 96,9 72,5 1447
3.000.001 4.000.000 57,1 47,2 117,6 45,5 72,8
4.000.001 5.000.000 24,6 55,7 138,5 92,3 19,4
5.000.001 10.000.000 94,6 85,2 131,3 34,2 36,7
10.000.001 20.000.000 116,0 49,0 0,0 75,4 10,1
20.000.001 100.000.000 129,0 0,0 0,0 0,0 174,8
> 100.000.000 210,0 0,0 0,0 0,0 0,0
Total 1.185,5 792,7 1.003,0 661,1 900,4

Source: SISP
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Table 12 - Returned checks by reason for return in volume

(2010 - 2014)

Volume: units

2010 2011 2012 2013 2014
By Drawee institution
Non-clearable 6 1 6 4 61
Lack of key Requirement 83 158 165 116 138
Lack of or insufficient funds 2.601 2.576 2.170 1.704 1.369
Irregular Drawing 81 63 241 82 292
Irregular Endorsement 3 0 8 0 30
Check with revoked funds - for just cause 6 0 3 8
Check without revoked funds - for just cause 4 0 0 1
Check with revoked funds — submitted after the deadline 1 2 1 3
Check without revoked funds - submitted after the deadline 2 2 1 8
Blocked account 64 54 151 64 81
Suspended account 14 1 0 0
Closed Account 11
Poor Forwarding 8 5 19
Account Number does not exist 28 18 23 14 9
Check Number does not exist 31 32 31 16 27
Error in data 25 58 46 45 88
Incorrectly Indicated Amount 42 37 42 36 151
Failure to Deliver Check 51 7 1 5 30
Duplicate record 451 18 194 73 273
No stamp/Presentation reference
Counterfeit check with funds
Counterfeit check without funds
Return at the request of Borrower Bank 26 27 28 32 26
Various reasons 203 323 461 289 187
Photocopy not received or unreadable 0 0 0 2 468
By Borrowing Institution
Default in clearing by Borrowing Institution 0 1 0 23 0
Invalid reason for return 0 2 2 3 6
Poor Forwarding 1 0 3 0 2
Failure to Deliver Check 8 0 0 1 1
Duplicate record 9 0 0 0 8
Return after Deadline 4 3 15 4 0
Period to archive the check has passed - - - - 9
Total 3.767 3.389 3.600 2.544 3.286

Source: SISP
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Table 13 - Returned checks by reason for return in value

(2010 - 2014)

Value: million escudos

2010 2011 2012 2013 2014
By Drawee institution
Non-clearable 31 0,5 0,6 0,1 2,7
Lack of key Requirement 27,2 58,3 60,9 47,2 26,7
Lack of or insufficient funds 537,0 556,4 484.,6 375,0 2219
Irregular Drawing 16,0 14,5 91,9 7,8 135,5
Irregular Endorsement 0,4 0,0 0,4 0,0 2,1
Check with revoked funds - for just cause 0,1 0,0 0,1 0,1 4,5
Check without revoked funds - for just cause 0,2 0,0 0,0 0,8 0,0
Check with revoked funds — submitted after the deadline 2,5 0,2 0,2 0,2 0,0
Check without revoked funds - submitted after the deadline 0,6 0,2 0,1 11 4,0
Blocked account 41,3 8,2 38,1 8,6 2,7
Suspended account 0,0 1,0 0,0 0,0 0,0
Closed Account 1,3 0,0 0,0 1.2 0,4
Poor Forwarding 3,0 0,2 0,6 0,0 6,1
Account Number does not exist 4,4 0,5 3,9 0,7 11
Check Number does not exist 13,1 2,2 8,5 31 3,0
Error in data 6,8 53 9,3 54 98,8
Incorrectly Indicated Amount 12,9 13,7 65,7 19,0 57,9
Failure to Deliver Check 11,8 0,6 0,2 0,4 17,3
Duplicate record 139,5 2,2 17,5 29,5 27,5
No stamp/Presentation reference 0,0 0,0 0,0 0,0 0,3
Counterfeit check with funds 6,7 0,0 0,0 0,0 0,0
Counterfeit check without funds 0,1 0,0 0,5 0,4 0,0
Return at the request of Borrower Bank 33,1 7,9 10,0 37,7 4,8
Various reasons 318,8 119,6 199,4 106,4 16,4
Photocopy not received or unreadable 0,0 0,0 0,0 0,0 262,4
By Borrowing Institution
Default in clearing by Borrowing Institution 0,0 0,1 0,0 15,7 0,0
Invalid reason for return 0,0 1,0 0,0 0,0 0,0
Poor Forwarding 0,1 0,0 0,3 0,0 0,0
Failure to Deliver Check 0,7 0,0 0,0 0,0 0,1
Duplicate record 0,8 0,0 0,0 0,0 3,2
Return after Deadline 51 0,0 10,2 0,7 0,7
Total 1.186,6 792,7 1.003,0 661,1 900,4

Source: SISP
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Table 14 - Monthly data on transfers processed in volume (2010 - 2014)

Volume: units

2010 2011 2012 2013 2014
January 4.064 6.162 9.796 27.644 30.304
February 5.256 7.111 12.183 30.227 34.844
March 7.080 9.197 13.555 34.065 35.996
April 6.959 7.840 13.535 30.784 36.496
May 6.452 8.170 14.616 35.204 33.772
June 6.432 8.956 14.919 32.719 36.228
July 7.206 8.057 27.472 40.032 39.497
August 7.400 8.743 31.407 36.107 34.818
September 7.230 11.358 28.368 34.407 38.828
October 7.366 12.515 35.814 36.053 40.685
November 7.927 13.245 33.759 37.056 36.693
December 10.698  14.321 37.421 45.640 54.053
Total 84.070 115.675 272.845 419.938 452.214
Monthly

average 7.006 9.640 22.737 34.995 37.685
Source: SISP

Table 15 - Monthly data on transfers processed in value (2010 - 2014)

Value: million escudos

2010 2011 2012 2013 2014

January 4.617,9 5.627,1 5.985,4 6.858,1 7.406,1
February 4.762,0 6.276,6 6.061,6 6.768,7 6.376,0
March 6.051,7 6.363,6 6.241,1 6.675,8 7.469,6
April 6.478,3 5.890,1 6.159,9 6.002,5 7.218,1
May 6.371,7 5.970,3 7.176,1 8.307,9 7.739,8
June 5.578,8 7.182,7 6.694,8 7.253,4 7.273,1
July 6.893,3 5.728,6 5.972,7 7.067,6 8.822,8
August 6.651,0 6.535,6 7.423,9 6.400,2 7.104,0
September 5.535,6 6.317,6 6.588,6 7.381,5 8.411,2
October 6.273,3 6.333,8 8.351,8 7.813,5 8.104,3
November 7.725,4 6.380,9 7.399,0 7.600,6 7.996,1
December 8.085,6 7.342,1 8.790,1 8.954,0 9.280,6

Total 75.024,6 75.949,0 82.844,9 87.083,9 93.201,9
Monthly average 6.252,1 6.329,1 6.903,7 7.257,0 7.766,8

Source: SISP
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Table 16 - Transfers by closing and transaction code

Volume: units

Value: million escudos

Transaction code Submitted Returned

Volume Value Volume Value
Closing 1
Returns 207 78,7 1 0,0
Rentals/Leases 421 19,7 2 0,2
Fees 234.215 12.868,2 539 18,4
Suppliers 2.894 618,4 1 0,0
Social Security Benefits 872 29,2 0 0,0
National Pensions 199 9,6 0 0,0
Other Transfers 198.234 77.817,7 273 103,3
State Payments (DGT) 23 3,3 0 0,0
Domestic Transfer 35 6,2 0 0,0
Total 1 437.100 91.451,2 816 121,9
Closing 2
Returns 33 2,6 0 0
Rentals/Leases 1 0,1 0 0
Fees 13.335 716,4 8 0,7
Suppliers 3 1,6 1 0,1
Other Transfers 1.742 1.030,0 14 16,6
Total 2 15.114 1.750,7 23 17,4
Total 452.214 93.201,9 839 139,3
Source:
SISP
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