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According to FinScope 2009 there are almost 6.4 million adults

aged 16 or more in the country

Gender
(Adults 16+)

Source: FinScope Zambia 2009

Age
(Adults 16+)

50+, 1

041, 16% 16-23, 1

849, 30%

40-49,
979, 15%

24-29, 1
162, 18%
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Rural / urban
(Adults 16+)

Urban, 2
393, 37%

Rural, 3
994, 63%
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Overall, the education level in Zambia is low. However,
education levels are higher among 18-30 year olds

Highest level of education Highest level of education
(Adults 18+, 5,897,278) (Age distribution of adults 18+)

% 100% 4 32

74 49
No formal 107 167 55
education 528 9% 256 82
164 117 148
_ 1 80% -
school ’
PAK] 171
| 60% 489 e
Maeres. N ¢ N
completed 973 16%
| 227 229
Some 178
school 169
Secondary o
completed 334
Any tertiary -433 704
education 0 0o . . .
0 T T T T

[18;24) [24,30) [30;40) [40;50) [50;+)

0 500 1,000 1,500 2,000
Age groups
Thousands
@ No formal education O Some Primary school
- . @ Primary school completed B Some secondary school
Source: FinScope Zambia 2009 O Secondary school completed O Any tertiary

Note: Those that did not have a response to the level of education have been excluded.




67% of males 18 and above have at least a primary school TN

education while for women the proportion is 54%

Highest level of education Highest level of education
(Males 18+, 2,889,252) (Females 18+, 3,008,026)
. % of males i % of females
No formal No formal
education j 155 5% education 373 12%
some Prima P etoo [
school Y 812 28% school 1,035 34%
Primary school Primary school
comn[;Ieted 530 18% completed - 443 15%
Some | Some
secondary 760 26% secondary -676 22%
school school ]
Secondary | Secondary
school 381 13% school  [T77] 294 10%
completed completed |
Any tertiary 249 9% Any tertiary . 184 6%
0 500 1,000 1,500 2,000 2,500 0 500 1,000 1,500 2,000 2,500
Thousands Thousands

Source: FinScope Zambia 2009
Note: Those that did not have a response to the level of education have been excluded.



The gender gap in education is smaller in younger market TN

segments

Highest level of education Highest level of education
(Age distribution of males 18+) 19 (Age distribution of females 18+)
o . 17 100% -
55 89 49 28
103 o 45 153 71 32
80% A 93 86 101 80% - V£
146
136
130 247 105
o - 132 60% -
60% 242 151 o
92
123
40% - 124 40% - pRo%;
86
) D47 193
223 254
20% - 196 20% 1 [210
124 119 126
. e E o B B OB 8
[18;24) [24;30) [30;40) [40;50) [50;+) [18;24) [24;30) [30;40) [40;50) [50;+)
Age groups Age groups
@ No formal education O Some Primary school @ Primary school completed
Source: FinScope Zambia 2009 B Some secondary school O Secondary school completed O Any tertiary

Note: Those that did not have a response to the level of education have been excluded.



2m adults have a personal income of less than K300 ooo per
month while 4% do not have an income. 48% of respondents
would not or could not provide income data
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Personal monthly income
(Adults 16+, 6,387,885)

Refuse to answer 64
K10,000+ [8
K5,000 - K10,000 34
K1,000 - K5,000 419
K800 - K1,000 124
K600- K800 201
K400 - K600 295
K300 - K400 211
K200 - K300 349
K150 - K200 219
K100 - K150 288
K50- K100 478
<K50 446
No income 256
Not Applicable
Uncertain / Do not know

Kwacha (*000)

Thousands
Source: FinScope Zambia 2009



As would be expected company or government employees have
the most stable income and farmers have the least. The self- ™'™"
employed also have fairly consistent income profile

Income sources top 10
(Regular income sources)

3000 4 2717
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0 : : : : : - : - : - : | : E—
Money from  Self-employed  Household Piece work  Salary froma  Salary from Money from Household Trading Salary from an
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all my country
Source: FinScope Zambia 2009 expenses

12% of salaried adults receive and income from more than one work related income source. The same figure for rural farmers is 25%.
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Aside from income source and reqgularity, location also has a

critical impact on access
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Consistent
Self employed
(822K)
n Salary from
= individual or
g piece work
=) (283K)
[4)
| ™
[4)
: [‘
o
QO
c
(=
Farming
2.15m
Erratic ( )

Government or
company salary
(624K)

B Unbanked

Money from HH
member
(732K)

Banked

Rural Region

Source: FinScope Zambia 2009
Note: Income regularity is the percentage that receive their income monthly

Urban



For those adults who rely most on salaries/wages as their source

of income, those living in urban areas rely most on a

company/business, while those in rural areas rely most on
overnment
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Source of income most rely on

(Mostly rely on salaries from government or company, by region)
100% -

27%

80% -

58%

60% -

40% -

Percentage of adults

20% -

00/0 T |
Salaries/wages: Urban Salaries/wages: Rural

O Salaries / wages from government
[ Salaries / wages from a company / business

Source: FinScope Zambia 2009



Other indicators can be used to assess poverty levels. Almost
30% say their households go without a cash income alwaysor '™
often. 8% go without enough food to eat always or often

Poverty
(Adults that say their household has gone without in the past year)
Gone without a cash income 24% 44% 8% 17% 2%
Gone WOt enough clean water 17% 14% 58% 1fo
1%
Gone without enough food to eat 41% 16% 34% 1%
Gone with " fuel to cook P
one without enough fuel to coo 17% 13% 66% B
your food
Gone without enough medcines. |22
one without enough medicines o 5 o o To
or medical treatment S 5t 39% 47
11%
Not been able to send children to % 16% 6% 20% 4%
school
0% 20% 40% 60% 80% 100%
% of adults
@ Always 0O Often B Sometimes B Rarely O Never 0O Don't know

Source: FinScope Zambia 2009



A comparison between poverty questions from 2005 and 2009
reflect an improvement in living standards despite the economic'™"
crisis

Poverty
(Adults that say their household has gone without in the past year)
2005 2009
Gone without a cash income (o e84 17%2%0
ith hd for [ e
Gone without enough clean water for 6% B a 14% 58% 14
home use
1%
Gone without enough food to eat () 79 16% 34% 1%

Gone without enough fuel to cook your

1590 () o) [
food 3 28% 25% 1%

66% 1o

24% WRRL| A

Gone without enough medicines or 4 399% 1%

medical treatment

0% 25% 50% 75% 100% 0% 25% 50% 75% 100%

% of adults
@ Always O Often B Sometimes B Rarely O Never O Don't Know

Source: FinScope Zambia 2005, 2009
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The survey also contains data on assets owned by respondents
households

Household assets
(Adults 16+)
Hand tools for working land 77%
Bed 69%
Radio 63%
Celphone 53%
Bicycle 42%
Television 34%
Lounge sutte 32%
Refridgerator 19%
Electric stove with oven 17%
Wardrobe 16%
Plough 10%
Sewing machine 10%
Car or Truck 5%
Donkey/ox cart 4%
Hand drawn cart 2%
Four wheel drive 2%
Generator @1%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

Source: FinScope Zambia 2009 Percentage adults 16+



As well as data relating to access to technology and media
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Have access to technology
(Adults 16+)

Cellphone —70%

Public phone | 13%

Computer o
elsewhere B 6%

Internet o
elsewhere 1 5%

Email elsewhere [l 5%

Computer at
2%
home I °

Telephone at |

0
home 1%

Email at home [1%

Internet at home | 1%

Media activities in the last month

0% 20% 40% 60%

Percentage adults 16+
Source: FinScope Zambia 2009

(Adults 16+)
Read 16%
magazines
Read 21%
newspapers
Watch TV 39%
Listen to radio 67%
80% 0% 20% 40% 60% 80%

Percentage adults 16+



In 2005 28% of the population had access to a cellphone, in 2009 ™"’
this increased to 70% of the population.

Adults with access to a cell phone
(% access to cell phone , Zambia provinces)

2005

2009

NorthzWestenn:

[ 5% - 15%
B 15% - 30%
B 30% - 45%
B 45% - 65%
B 65% - 80%
Bl 30% - 85%

Source: FinScope Zambia 2005 and 2009
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There is also rich data on living conditions

80% - Type of toilet facility

59% Adults 16+
60% - (- )
40% 4 B

% N e
20% 14% 710% 8%
- ; \ 0 / 4% 4% ;1% N 1% 0.3%
0% : : I'- L [ = e — - : .
Own pit latrine None Flush toiletin ; Communal pit | Flush toilet ; Other's pit latrine €ommunal flush Other Acqua privy
\dwelling / latrine % outside / L toilet

d s
N, /

a
S S !

Main source of drinking water

\\\\\\\

o) -
30% 239, 1% e (Adults 16+)
20% /18% e ]
Voo13% 109 AN
100/0 ] i" ‘I'; ." ‘n 70/0 ,'/l 30/0 \‘\ 2 0/
- | i j { ! 0 1% 0
00/0 T T “‘, :':| |l“ ,"' T T !. ,':I T '—0' T 0 /o 1
Unprotected Borehole “\(\)wn tap/' Lake/ “P\gblic’ta’b Protected ‘cher tag/' Pumped Other Vendor
well M <" river/stream = T well M d water
Main source of energy for lighting/cooking
100% A 79% (Adults 16+)
80% 1 =
o/, PN
600/0 36%
40% A ; 24% 19% v 23%
20% - . o | |- 5% 5% 3% 2%
0% : 1% Y _ i - - - : 2 : 0 |
Coal/ wood/ Kerosene/ \‘\glectrici’ty"l Candles Torch Open fire Diesel Solar panel

charcoal Parrafin
| ® Lighting @ Cooking

Source: FinScope Zambia 2009
Note: Only showing the top 8 sources of energy for lighting/cooking



The focus of the survey is on financial product usage and FINM

perceptions

Financial product usage

(Adults 16+)
Transactional product 16%
Informal loan/credit product __ 12%
Savings product from a bank __ 10%
Informal savings product __ 9%
Credit product from non-bank FI __ 7%
Insurance product __ 4%
Savings produf((:)trggr a non-bank _— 20
Pension product [ ] 2%
Bank credit product __ 2%
O‘I’/o 2‘I’/o 4‘I’/o 6‘I’/o 8‘;/0 10I% 12I% 14I% 16I% 18I°/o

Source: FinScope Zambia 2009 Percentage adults 16+



Product usage can be summarised in the form of an access

strand

FINM

The access strand defines the percent of people that
say they have a bank account and places them in the
bank segment

It then places all those that say they do not have a
bank account but have a formal other services (e.g.
from a microfinance institution) into another segment

It then places all those that do not have a bank
account, do not have a formal other product, but have
an informal product into another segment

Those left over are considered not to use any formal
or informal services




Financial access strand: continued EIURAIES

Banked

Formally Included

Financially Served

Financially Excluded

19
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There has not been a significant shift in formal access although

informal participation has grown

Financial access strand
Financially Served 33.7% (Adults 16+)

)

Formally Included 22.4% \
k \ Financially Excluded

2005 14.6% 7.8% | 11.3% 66.3%

Financially S(Aerved 37.3%

Formally IncIAuded 23.2% |

|

2009 9.3% 14.1% 62.7%

0% 20% 40% 60% 80% 100%
%o Adults 16+

B Have/use a bank product

O Dont have/use a bank product but have/use a financial product from a formal non-bank FI
E Dont have/use a formal financial product but have an informal financial product

O Dont have/use any financial product

Source: FinScope Zambia 2009



Indices can be useful to summarise large sets of data, giving
us a concise overview of the market

FINM

Correspondence analysis

Correspondence analysis takes a data set and examines the relationship between the data points. It

allows us to tell whether a variable is a weak or strong discriminator of what we are trying to
investigate. It will return weights that we can use to create our index.

For example, if we are investigating technology use in Zambia, a cellphone would be a weak

discriminator because many people have one while internet access is a strong discriminator because
not many people have it. When creating an index with correspondence analysis a variable that is a
strong discriminator will add more to your score than a weak discriminator.

Methodology for creating indices

Decide what indices you want to create and select questions relating to those indices
Recode the questions as yes/no variables

Run correspondence analysis

Use the weightings returned by correspondence analysis to determine the index

Indices created

Asset

Financial

Tech

Media

Living conditions



Distribution of index scores

FINM

Asset index

4000 -
3016
3 000 -
2 000 - I 1752
793
1 000 - 505
172 67
0 T T - T - T — T T 10 T 8 T 1 T 0 1
[0-10) [10-20) [20-30) [30-40) [0-50) [50-60) [60-70) [70-80) [80-90) 90 +
Financial index
6 000 -
£ 000 | 4 788
4 000 A
3000 A
2 000 - 624
1 000 - 157 345 225 107
0 T - T T 40 T _ T — T T 5 T 30 T 0 1
[0-10) [10-20) [20-30) [30-40) [0-50) [50-60) [60-70) [70-80) [80-90) 90 +
8 000 ~ c 770 Tech index
6 000 A
4000 -
2 000 -
112 72 264 35 43 12 5 3 10
O T T T = T T T T T T 1
[0-10) [10-20) [20-30) [30-40) [0-50) [50-60) [60-70) [70-80) [80-90) 90 +

Source: FinScope Zambia 2009
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Distribution of index scores

Media index

4000 1 3593
3 000 A
2 000 - | 151 »
1 000 - 475
107 123 127 85
O ; . ; 0 ; ; e ; - ; e ; 0 ; ; - .
[0-10) [10-20) [20-30) [30-40) [0-50) [50-60) [60-70) [70-80) [80-90) 90 +
Living conditions index
5 000 - 3 850
4000 A
3 000 A
2 000 -
971
1000 ~ 0 0 0 0 o4 0 0 -
O T T T - T T T - T T T - 1
[0-10) [10-20) [20-30) [30-40) [0-50) [50-60) [60-70) [70-80) [80-90) 90 +

Source: FinScope Zambia 2009



Because the market is so diverse we have chosen to focus on a
few segments. These segments are mutually exclusive and
ranked

FINM

e Salaried urban
* Receive a salary from a company or government
e Urban

e Self-employed urban viable
e Self-employed
e Urban
* Receive income at least monthly
e Positive about the future

* Young and educated

* Agei8-24

e Have at least finished secondary school
e Rural farmers

* Rural
e Rely mostly on farm income (including crops, poultry and live stock and by-products like eggs and
milk)
* Score < 5o onthe asset index
* Very poor
* Household head
e Always or often go without food



s 25
e,
N

FINM ARK@ U}S T

|
/

. . 2 " ¢
Segment overview — mutually exclusive segments S
Salaried urban Self-employed, urban and n
Segment size: 382,055 viable
Segment size : 383,379
% of population: 6%
% females in the segment: 32% % of population: 6%
Zambian market segments % of the segment banked: 62% % females in the segment: 51%

% of the segment very poor: 3% % of the segment banked: 34%

% of the segment very poor: 6%

Young and educated Very poor (not in the

segments above)

Rural farmers

Segment size: 264,756 ;
Size: 1,841,436

% of population: 4%

Segment size: 124,875

% of population: 2%
% females in the
segment: 40%

% of the segment
banked: 3%

% urban: 20%

% females in the segment: 59% % of population: 29%
% of the segment banked: 9% % females in the segment: 42%

% urban: 70% % of the segment banked: 6%
% of the segment very poor: 4% % of the segment very poor:11%o

Source: FinScope Zambia 2009

Note: Very poor is calculated by taking the adults whose households have gone without enough food to eat in the past year either often or
always. In total there are 527,994 Zambian adults classified as very poor, this is approximately 8% of adults.
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We can use the segments to review the financial access strands

Financial access strands
(Adults 16+:000s)

Very poor |5 85

I

Rural Farmers [B&E 198 1167
Young educated 40 - 182

Self employed 130 129

Salaried urban 237 99

0% 20% 40% 60% 80% 100%
% of segment

B Have/use a bank Broduct -

O Don't have/use a bank product but have/use a financial product from a formal non-bank FI
B Don't have/use a formal financial product but have an informal financial product

O Don't have/use any financial product

Source: FinScope Zambia 2009



The urban salaried are the most connected in terms of media
and technology access and have the best living conditions. The
young educated and self-employed also score fairly well in
comparison to the rural farmers and very poor

FINM

Average index scores
(Market segments)

Living

Asset Financial Tech Media .
conditions

Salaried urban

Young educated 23.0 5.8 6.7 51.1 55.7

Self-employed urban 14.7 13.2 6.4 32.5 42.7

Rural farmers

Very poor

Source: FinScope Zambia 2009

Note: The maximum score for each index is 100. For some indices a high score is very difficult to get as it requires access to things that are not easily
accessible, such as internet
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Banking
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14% of adults are banked, the same level as in 2005. Savings
account usage has shown the biggest decrease while there
has been an increase in credit product usage

FINM

Comparison of banking products adults currently have
(2005, 2009)

1

Savings account

13.4%
i 1%
ATM / Cashpoint Card 7‘_’4%
Visa Electron Account
Current / Cheque Account ) Could the decrease be related to
Debit Card / Connect Card _m/o 1.8% Jjob loss during the recession?
Cellphone banking [grd0-8%
Fixed deposit account g f‘(’{%/o
’,,—"". _______ %% -
o~ Cr ed|tcard Jo 90 7° ______ - Use of crediit cards and
2 vous ol ot [P ol e s
C:Be:mk overdraft a9 0/
Internet banking |— 0.6%
0% 5% % of adults 10% 15%
H 2005 02009

Source: FinScope Zambia 2005 and 2009



The salaried and self-employed urban segments have the
highest banking product usage while the levels for the other

segments are significantly lower

FINM

Very poor

Rural farmers

Young educated

Self employed urban

Salaried urban

Banking status

(Thousands)

13% 5% 92%

17
1 6% 6% 88%

9% 4% 87%
] 34% 7% 59%
i 62% 3% 35%
0% 20% 40% 60% 80% 100%

% of segment

@ Currently banked B Previously banked

O Never banked

Source: FinScope Zambia 2009



There are noticeably more banked women than men in the
salaried urban market while in the other segments there are
twice as many men as women

FINM

Banking status by gender

Male (Thousands) Female
~ (Banked: 534 451) - (Banked: 351 131)
5% 9% 87% 1% 99%
Very poor - 65 I 49
_ 10
7% 9% 84%, 5% 1% 94%
Rural farmers - 900 . 726
5
6% 5% 89% 12% 3% 85%
Young educated - 96 - 134
i 47% 4% 49% 1 21% 9% 70%
urban
i 57% 4% 39% | 72% 2%  25%
3
0% 25% 50% 75% 100% 0% 25% 50% 75% 100%
% of segment % of segment
@ Currently banked B Previously banked O Never banked

Source: FinScope Zambia 2009



Over half of rural farmers live more than an hour away from the
closest bank while approximately 70% of the salaried and self-

employed urban are 20 minutes or less from a branch.

Time taken to get to nearest bank
(Banked, Nearest financial institution is a bank)

Salaried urban Self employed urban

Up to a day 0%

More than 1 hour 0%

| 1%

About 1 hour

30 to 60 min
About 30 min
20 to 30 min
About 20 min
32%

10 to 20 min 27%

About 10 min

27%

60% 0% 20% 40% 60%

% of segment

28%

0% 20% 40%

<10 min

Source: FinScope Zambia 2009
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Rural farmers

. ]5%

[ 122%
[ 13%

| 16%

[13%

0%

2%

0%

[ 14%

| 52%

0% 20% 40%

60%



By and large it appears that banks are associated with keeping

lump sums safe

FINM

What is the first thing you would do with K10m / a large sum of money?

Put it in a bank / Open a bank
account

Keep it in a safe hiding place at
home

Give it to someone for
safekeeping

Carry it with you always

Do not know

Place it with a Savings Club or
Chilimba

Lend it out to someone else

(2005, 2009)
2005 2009
559 Putitina b:zgoﬁr(")tpen a bank 66%

_ 16% Keep itina slf(f)erzn:iding place at | 17%

:|4% Do not know | 1%

_] 3% Carry it with you always | 1%

_] 2% Place it withcﬁ“iiat\)/;ngs Club or | 0.5%

] 1% Lend it out to someone else |0.4%

0% 35'% 7OI% 0% 35I% 70I%

Source: FinScope Zambia 2005 and 2009

%o of adults

%o of adults



Both those who have a bank account and those who don’t FINM

primarily see a bank account as a way to keep money safe

Advantages of having a bank account

(Adults 16+, First mention)
Safe way of sending money to others

Easy way of sending money to others
Missing Data
Safe way of receiving money from others

None - no advantages

Other specify

Easy way of receiving money from others -—F' 8%

Helps you to get access to loans [ 33,

You get interest on savings 20?%

Salaries can be deposited by employers  mmrtor 139%
Dot KNOW | e 29%
Money is safe from theft H 49%

0% 10% 20% 30% 40% 50% 60%

| B Do not have/use a bank product O Have/use a bank product |

Source: FinScope Zambia 2009



Under-utilisation of accounts is a problem with 20% of banked '™’

individuals not performing any transactions in the last month

Transactions performed in the last month

(Banked)
Cash withdrawl! from a bank account ] 160%
Deposit cash into a bank account 1 | 48%
Used cash point/ATM | | 36%
Deposit a cheque into a bank account | 121%
Cash a cheque | 121%
No transactions in the past month | 20%
Get a bank statement 20%

Received money into your bank account
Money transfer to another person's accounts
Money transfer between own accounts

Paid people/bills per cheque

4%

0% 10% 20% 30% 40% 50% 60% 70%
%o of banked adults

Draw a bank cheque

Source: FinScope Zambia 2009



Rural farmers have the biggest problem with under-utilisation.
Is this because physical access to branches is a problem or

because they don't use their accounts as a transaction
mechanism but rather use it to save/store money?

FINM

Cash withdrawl

Used cash point/ATM
Deposit cash

Deposit a cheque

Get a bank statement
Cash a cheque

Receive money into your bank account

Money transfer to another person's
accounts

Money transfer between own accounts

Paid people/bills per cheque
Draw a bank cheque

No transactions in the past month
Mobile banking transaction

Set up a stop order

Internet banking transaction

Set up a debit order

Source: FinScope Zambia 2009

Transactions performed in the last month

Salaried urban

79%

(Banked)

Self employed urban

74%

1 13%

11%

_I 2%

0%

Rural farmers

—126%
=19%
129%
-:| 11%

3%
—117%
4%

6%

11%

0%

25% 50%

75%

100% 0%

25% 50% 75%

% of segment

100% 0% 25% 50% 75%

100%



Over a third of the banked send money but only 20% of them '™

would use a bank to facilitate the transfer

Sent money to someone in the past 12 months Money transfer channels
(Banked, 343 898) (Banked, sent money)

-
-
-
-
-
-

Swift cash 45%
i Friends/family
Post Office

- ~

T Bank transfer

343,808 | e A
399%, Western Union
Other

Bus/Taxi

Cellphone top-up

S~ Money gram

OSent money B Have not sent money “*>~._ Transfer by cel phone(Xapit) |0.2%

0% 35% 70%
% of segment

Source: FinScope Zambia 2009



Only 2% of rural farmers make money transfers. For the salaried
urban and self employed urban these figures are 29% and 22%
respectively. This could be an access issue or it may be because
they have less income

FINM

Money transfer channels
(Banked, sent money)

% of segment banked Salaried urban Self employed urban Rural farmers
and sent money (25%) (13%) (2%)
Swift cash 52% 20% _:I 31%
Pay into bank account _ 0%
Friends/family 15% _ 0%
Bank transfer _ 0%
Western Union _ 0%
Post Office 20% _:I 10%
Bus/Taxi 10% _ 0%
Other 11% _ 0%
Money gram _ 0%
Transfer by cell phone(Xapit) _ 0%
Cellphone top-up 13% _ 0%

0% 25% 50% 75% 0% 25% 50% 75% 0% 25% 50% 75%

% of segment
Source: FinScope Zambia 2009
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Only 9% of adults that receive money transfers do so into a bank

account.

Money transfer channels
Received money (Received money)

(Adults 16+) )
" Friends/famiy — 31%

Swift cash [ 18%

Post Office [ 9%

’

-

887,939 Western Union [l 6%

14%

Other [l 6%

Transfer by cell 0
phone(Xapit) 2%
Money gram [[ 1%
m Received money . Bus/Taxi [|1.0%
B Have not received money N
0% 35% 70%

% of segment

Source: FinScope Zambia 2009



11% of rural farmers receive money. For the salaried urban and
self employed urban these figures are 19% and 17% respectively.
Rural farmers have a lower sending and receiving rate than both

the urban segments

M

Size of segment

Into bank account — 28%

Money transfer channels

Western Union [ 16%

Friends/family [ 13%
Post Office _- 5%
Other 0%
Transfer by cell phone(Xapit) |0%
Money gram |0%

Bus/Taxi |0%

|49%

(Received money)
Salaried urban Self employed urban Rural farmers
(72 076) (63 850) (205 409)
h 12% 3%
Swift cash _— 24% _— 29% T ]14%
| _- 7% 2%
| —
_- 14% 5%
| _| 2% - ]6%
_ _. 4% 2%
| | 0% ] 1%
_ F 1% 0%
0% 2 5I% 50'%0‘;/0 25I% 50I% 0% 25I%

Source: FinScope Zambia 2009

% of segment

50%



Although bank products dominate the savings methods there are still a
significant number of those who are banked making use of informal and -\ v
cash saving. 13% of the banked self-employed do not have formal

savings even though they have bank accounts

Saving status
(Banked, Thousands)

70% 4% 11% 14%

Population 100

43% 1% 30%

76% 7% 5%

Self employed urban n 16
88% 2% 4% 7%
Salaried urban E 17
0% 25% 50% 75% 100%
% of segment
B Formal savings B Informal savings 0O Cash saving B Do not save

Source: FinScope Zambia 2009
Note: Percentages may not add up to rounding



Usage of bank credit products is lower than MFI credit for all but
the self-employed urban. Bank credit is also lower than informa

credit for the self-employed and rural farmers

I FINM

Population

Rural farmers

4%

Self employed urban

Salaried urban

Credit status
(Banked, Thousands)

% of segment

1% 16% 10% 17% 45%
B -
| 3% 17% 10% 31% 39%
44
2% 10% 27% 57%
74
16% 21% 8% 10% 45%
0% 25% 50% 75% 100%

B Formal - Bank ® Formal - MFI O Informal

B Family and friends

O No credit

Source: FinScope Zambia 2009
Note: Percentages may not add up to rounding



Almost a third of those receiving their salary into a bank account would
prefer to receive it in cash while only 10% receiving it in cash would N M
prefer to get it in a bank account. This points to a bank account having
low utility, even amongst those who have them

How do you receive your salary
(Salaried urban, banked)

Preferred method Preferred method

cheque (2% cheque ||5%

Into
cash 32% bank 10%
account
Into
bank 61% - Tl cash 85%
account

~.
T 1

0% >0% 100% 0% 50% 100%

O Into bank account
® Not into a bank account

Source: FinScope Zambia 2009



The Access Frontier Methodology enables an identification and
quantification of access barriers. It segments those who do not
yet use a product into various market zones

FINM

Currently has / Market
uses the product Too poor redistribution zone
Does not have 3\
access to the Excluded by
Total market product design
Market development
> zone
Excluded by
default
Does not have / /
use the product
\

Does not want the
product

Has access to the
product but does

> Market enablement
not use it

zZone

Potential users

Source: Based on a paper entitled “The Access Frontier as an Approach and Tool in Making Markets Work for the Poor” by David Porteous



Cavmont Ordinary Savings Account

Basic Product Description

W Basic bank account that facilitates
key transactions

B Requirements to open this
account are an identity
document, two referees to sign
application, and a minimum age
of 18
Minimum balance of K40 000 is
required for the retail banking
product, for community banking
this is reduced to K25 000

Fees and Pricing
Minimum monthly fee of K25 000
3% interest rate paid quarterly
Branch withdrawals: 4 free
withdrawals a month, if over this
there is a K25 000 penalty fee every
time money is withdrawn over the 4
times.

Deposits: free at branch
Telegraphic transfer*: K50 000
Internal Debit Order: Once off set up
fee K50 000, transaction fee
K10 000.
External Debit Order: set up is free,
transaction fee K50 000.
Customers can obtain free bank
statements and balance enquiries at
a branch, Interim statement before
month end costs K30 000

-w

H

*Telegraphic Transfer: A method of payment in which funds are transferred via telegraph or cable

FINM

Service Channels Available

B Cavmont currently have no
ATMS or Point of Sale terminals.

B Deposits can be done through a
branch or a telegraphic transfer.

m Withdrawals and transfers must
be done through a branch




Zanaco Xapit

Basic Product Description

B Basic bank account that can be
accessed from any Visa Electron
ATM worldwide

B Requirements to open this account
are an identity document, one
referee to sign the application, and
a minimum age of 18

B Need to have a place of residence.

Fees and Pricing

To open account need to put

K30 000 into it, but can dip below this
when using the account.

No interest is paid on the account.
Withdrawals: Not able to withdraw at
branch, ATM costs between K2100
and K3000 depending on amount.
Deposits: free

Transfer: K2 500 by cellphone
Internal Debit Order: set up cost of
K30 000 and transaction cost is free.
External Debit Order: set up fee of
K70 000 and transaction cost is K30
000

Bank Statement: free at branch,

K30 000 from an ATM

Balance Enquiry: K500 from an ATM
or cellphone

H

FINM

Service Channels Available

W Deposits must be made through
a branch.

m Withdrawals can be done at
ATMs

B Transfers can be done using a
cellphone, or at an ATM when a
personal account is linked to a
Xapit account. Transfers cannot
be done at a branch




Barclays Tonse Savings Account

Basic Product Description

B Basic bank account with Visa
Electron debit card for use at all
ATMs

B Requirements to open this account
are an identity document, one
referee to sign the application, and
a minimum age of 18

B Need to have a place of residence.

B A minimum balance of K40 000 is
required.

Fees and Pricing

K25 000 minimum monthly fee
Interest works on a sliding scale
(Dependent upon how much you're
saving), the interest rate is in line
with Bank of Zambia

Withdrawals: Free from a branch and
ATM

Deposits: free at Branch

Transfer: Free at branch if within
Barclays.

Internal Debit Order: Pay monthly
fee of K25 000

External Debit Order: Pay monthly
fee of K50 000

Customers can obtain free bank
statements and balance enquiries.

H

FINM

Service Channels Available

B Deposits and transfers must be
made through a branch.

® Withdrawals can be done
through a branch or ATM’s.

B Banking statements and balance
enquiries can be obtained from
branch, basic bank statement
can also be obtained from

ATM's.




Usage Profiles of the different segments

FINM

Rural Farmers

Usage Profile per month:
B Deposits: 4

m Withdrawals: 1

W Balance Enquiry: 1

Cavmont:

B 4 Deposits: Free

m 1 Withdrawal: Free

®m 1 Balance Enquiry: Free

B Monthly Fee: K25,000

Minimum income for account: K833,333

Zanaco:

B 4 Deposits: Free

B 1 Withdrawal: K3,000

m 1 Balance Enquiry: K500

B Monthly Fee: 0

Minimum income for account: K116,667

Barclays:

B 4 Deposits: Free

B 1 Withdrawal: Free

®m 1 Balance Enquiry: Free

B Monthly Fee: K25,000

Minimum income for account: K833,333

Self Employed Urban

Usage Profile per month:
B Deposits: 4

® Withdrawals: 1

B Bank Statement: 1

Cavmont:

B 4 Deposits: Free

® 1 Withdrawal: Free

B 1 Bank Statement: Free

B Monthly Fee: K25,000

Minimum income for account: K833,333

Zanaco:

B 4 Deposits: Free

m 1 Withdrawal: K3,000

B 1 Bank Statement: Free

® Monthly Fee:0

Minimum income for account: K100,000

Barclays:

m 4 Deposits: Free

® 1 Withdrawal: Free

B 1 Bank Statement: Free

B Monthly Fee: K25,000

Minimum income for account: K833,333

Salaried Urban

Usage Profile per month:
B Bank Statement: 1
B Withdrawals: 4

Cavmont:

B 4 Withdrawal: Free

B 1 Bank Statement: Free

B Monthly Fee: K25,000

Minimum income for account: K833,333

Zanaco:

B 4 Withdrawal: K12,000

B 1 Bank Statement: Free

B Monthly Fee: 0

Minimum income for account: K400,000

Barclays:

B 4 Withdrawal: Free

B 1 Bank Statement: Free

B Monthly Fee: K25,000

Minimum income for account: K833,333
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Income distribution
(Unbanked, not too poor)

Making bank accounts affordable yet profitable is a
challenge in a country where income levels are so low
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The K25,000 monthly fee on Cavmont and Barclays accountisa '™
major constraint on affordability

Demand curve

100 000 - (Adults 16+ who earn an income)
90 000 -~
80 000 H~
70 000 ~
The
o 60 000 - qﬁ‘_or_dab///ty
= limit is set at
o 0,
= 50 000 3% c_)f personal
3 income
(8]
8 40000 -
Yo
o
¥ 30000 |
0
o
20 000 H~
10 000 -
0 T T T T T T T T T T T T 1
o o o o o o o o o o o o o o
LN o LN o LN o LN o LN o LN o LN
o LN N o (g} o} N o (V] LN N o (g}
— i — — (q\l N (q\] (q\] o™ ™M
Thousands

Source: FinScope Zambia 2009
Notes: Excludes “Not applicable”, those who refused to provide an income or don't know what their income is



The Barclay’s Tonse account and the Cavmont savings FINM

account are the least affordable for all segments

Affordability
(Unbanked, not too poor)

39%
Self-employed urban 86%
86%

53%
Salaried Urban 92%
92%
68%
Rural farmer 96%
96%
89%
Young Educated 96%
96%
72%
Total Market 96%
96%
0% 20% 40% 60% 80% 100%
Percentage
O Can't afford Barclays @ Can't afford Cavmont B Can't afford Zanaco

Source: FinScope Zambia 2009
Note: Affordability based on banking fees and minimum balances required



Only a quarter of the unbanked know what a savings account is
and nearly a third don’t understand the advantages of having a

bank account

FINM

100%

80%

60%

40%

Percentage

20%

0%

Financial terms

(Unbanked, not too poor)

49%
61%
65%
27%
27% 18%
Savings Current ATM/
Account Account Cashpoint Card

O Never heard
O Heard but don't understand
B Heard and understand

Source® FinScone Zambia 2009

Percentage

35%

30%

25%

20%

Awareness
(Unbanked, not too poor)

30%

26%

Spontaneous Advantage of having

recollection of a a bank
bank_don't know account_don’t know



Unbanked rural farmers have the lowest spontaneous recollection of banks,
which is unsurprising given the low number of branches in rural areas. 68%
of the salaried urban unbanked don’t understand the term “current
account” even though they are the target market for the product

FINM

Don't
understand
term_ATM/

Cashpoint

Card

Don't
understand
term_Current
Account

Don't
understand
term_Savings
Account

Spontaneous

recolection of

a bank_don't
know

0% 25% 50% 75%

Self Employed Urban

60%

8%

Source: FinScope Zambia 2009

100%

Awareness
(Unbanked, not too poor)

Rural Farmers

| 96%
94%
| 85%
| 37%
Ofl’/o 25I% 50'% 75I% 10(‘)%

Percentage

Salaried Urban

50%

68%

44%

:| 3%

0% 25% 50% 75% 100%



Over two thirds of the unbanked say they can easily live their life
without a bank account while nearly a quarter say they donot """
trust banks with their money

Do not want a bank account
(Unbanked, not too poor)

100% -
9%
80% - 17%
47%
()]
o
8 60% A
[=
7]
o
e
a 19%
40% - 66% i
0,
20% - 22%
You can easily live your life without a bank account You trust banks with your money
B Not true O True 0O Don't know @ Not applicable

Source: FinScope Zambia 2009



The proportion of people who feel they can live their lives

without a bank account is high across all the segments. The self-'™"

employed are the most distrustful of banks

Self Employed Urban

You trust
banks with
your
money_not
true

16%

Advantage of

having a bank

account_don't
know

20%

You can easily
live your life
without a
bank
account_true

80%

0% 25% 50%

75% 100%

Source: FinScope Zambia 2009

Rural Farmers

Do not want a bank account
(Unbanked, not too poor)

Salaried Urban

12% 10%
27% 20%
71% 77%
0% 25% 50% 75% 100% 0% 25% 50% 75% 100%
Percentage



FINM

Time taken to get to nearest Financial Institution
(Unbanked, Not too poor)

Salaried urban Self employed urban Rural farmers
Not Applicable 22% ] 30% ] 146%
More than a day | _] 1%
Up to a day _] 1%
more than 1 hour | ] 134%
About 1 hour | 9%
30 to 60 min | _:I 6%
About 30 min ] _] 2%
20 to 30 min 14% ] _] 1%
About 20 min _] 0%
10 to 20 min | _] 1%
About 10 min | 8% ] 0%
<10 min 21% | 11% 0%
20% 40I% Ofl’/o 20I% 40I% 0% 20% 40%

% of segment

Source: FinScope Zambia 2009



Rural Farmers: Affordability is the biggest constraint followed
closely by physical access

112,922

Currently
banked

1,841,436

Total market
— Rural
farmers

1,728,514

Currently
unbanked

For the Zanaco Xapit account,
cellphones are used to
transact , though you do not
need a cellphone to have the
account. Only 20% of rural
farmers have a cellphone

Source: FinScope Zambia 2009
* For ‘Does not want to use product’ used the questions: You trust banks with your money_not true, You can easily live your life without a bank account_true,
and Advantage of having a bank account_don’t know

Does not have

access to the
product

Too poor
Often go without
enough food

Physical access
Nearest fin. Inst.
further than 1 hour

Awareness

Can'’t name any
banks

Has access to
the product but
does not use it

Can't afford

No ID
Does not have ID
or passport

Age
Below 18

Does not want the
product*

Potential users

Cavmont

189,423

1,250,389

567,147

1,478,847

141,371

31,688

10,043

Zanaco

189,423

1,250,389

567,147

1,054,112

141,371

31,688

71,5606

6,244

FINM

Barclays

189,423

1,250,389

567,147

1,478,847

141,371

Market
redistribution
zone

Market
development
zone:

Cavmont:
1,529,048

Zanaco:
> 1,461,342

Barclays:
1,629,048

31,688
J

10,043

0

Market
enablement
zone:

Cavmont:
10,043

Zanaco:
77,749

Barclays:
10,043



The rural farmers are the hardest segment to reach because of
physical access constraints and their low incomes, an alternative
to traditional models is needed

FINM

Zanaco [N 4% 10%

Cavmont 10%

Barclays 10%

B Banked O Have access but dontuse O Don't want a bank account B Not too poor but cannot access O Too poor

Source: FinScope Zambia 2009



Salaried Urban: Affordability is the biggest constraint in the
development zone but a large number of potential users don't

want the product

FINM

237,477

Currently
banked

382,055

Total market
— Salaried
Urban

144,578

Currently
unbanked

For the Zanaco Xapit account,
cellphones are used to
transact , though you do not
need a cellphone to have the
account. 83% of salaried
urban people have cellphones

Source: FinScope Zambia 2009

* For ‘Does not want to use product’ used the questions: You trust banks with your money_not true, You can easily live your life without a bank account_true,

Does not have

access to the
product

Too poor
Often go without
enough food

Physical access
Nearest fin. Inst.
further than 1 hour

Awareness

Can'’t name any
banks

Has access to
the product but
does not use it

Can't afford

No ID
Does not have ID
or passport

Age
Below 18

Does not want the
product*

and Advantage of having a bank account_don’t know

Potential users

Cavmont

8,716

31,457

3,483

124,946

9,864

4,376

2,983

4,705

Zanaco

8,716

31,457

3,483

72,476

9,864

4,376

34,852

9,838

Barclays

8,716

31,457

3,483

124,946

9,864

Market

redistribution

zZone

Market

development

zZone:

Cavmont:
128,174

Zanaco:
> 91,172

Barclays:
128,174

4,376 )

2,983

4,705

Market

enablement

zZone:

Cavmont:
7,688
Zanaco:
44,690

Barclays:
7,688



The salaried urban already have a high banking penetration but
there is still room for growth. The Zanaco product increases

access the most but this is not helpful when most of those who ™'"™"
now have access do not want a bank account

Zanaco 9%

Cavmont

Barclays

B Banked O Have access but dontuse O Don't want a bank account @ Not too poor but cannot access

0O Too poor

Source: FinScope Zambia 2009



Self-employed Urban: Once again, affordability is the biggest
constraint. Like the salaried many potential users don’t want
the product

FINM

383,379

Total market

Currently
banked

— Self-
employed
urban
253,571
Currently
unbanked

For the Zanaco Xapit account,
cellphones are used to
transact , though you do not
need a cellphone to have the
account. 71% of self employed
urban people have cellphones

Source: FinScope Zambia 2009
* For ‘Does not want to use product’ used the questions: You trust banks with your money_not true, You can easily live your life without a bank account_true,
and Advantage of having a bank account_don’t know

Does not have

access to the
product

Too poor
Often go without
enough food

Physical access
Nearest fin. Inst.
further than 1 hour

Awareness

Can'’t name any
banks

Has access to

does not use it

Can't afford

No ID
Does not have ID
or passport

Age
Below 18

Does not want the
product*

the product but

Potential users

Cavmont

23,903

71,560

18,684

198,509

10,694

778

18,331

3,248

Zanaco

23,903

71,560

18,684

90,228

10,694

778

78,771

14,283

Barclays

Market
redistribution
zone

23,903

Market

71,560 | development
zone:

Cavmont:
18,684 208,090
Zanaco:

136,614
198,509 >

Barclays:
208,090

10,694

778 ) Market
enablement
zone:

Cavmont:
21,578
Zanaco:

93,055

18,331

Barclays:
21,578

3,248



The self-employed market shows a lot of potential for growth with 30%

of the segment in the enablement zone for the Zanaco product. CINM
However, unless industry can demonstrate the value of their products

this potential market will not be willing to use a bank account

Zanaco

Cavmont

Barclays

21%

o 5%

6%

6%

6%

B Banked 0O Have access but don't use

0O Don't want a bank account B Not too poor but cannot access

O Too poor

Source: FinScope Zambia 2009




How can the offerings be optimised?

FINM

The number of banked individuals is low, especially for the rural farmers segment. From the access frontiers the main
barriers to opening bank accounts are physical access and affordability. Bank products could be optimised to increase

take up by:

Increasing Access

Increase physical access by
adding additional channels:

B Correspondent banking
B Cellphone banking

Increasing take-up for those
who already have access

B Improve marketing to inform
and educate potential users

Increasing Affordability

Make products more affordable
for the market by:

B Removing the minimum
balance
B Reducing monthly fees



Correspondent banking has been used in a number of

developing countries as a way to increase reach. Mobile phone ™™

technology has made this easier

Description

Refers to bank
partnerships with non-
banks to provide
distribution outlets for
financial services.

Usually partnerships are
with retail commercial
outlets such as lottery
kiosks, pharmacies, post
offices, construction goods
stores, etc.

Example: Correspondent banking in Brazil

How it works

B Private contracts are set up

with each outlet where each

contract determines the scope
of the services, fee paid, risk

shared and so on.

Services offered

B Focus primarily on
transactions and payments
services (invoice payments,
collection services and
payment orders).

Some also offer other
banking services, such as
making deposits to and
withdrawals from savings
accounts.

Credit services have been
more limited, but
correspondents authorised
to offer banking services are
able to take loan and other
financing requests.

Why it is effective

Benefits to businesses in
correspondent contracts
include an increase in
clientele, increase in
revenue, and
differentiation from
competitors.

Benefits to the population
include access to the
financial system,
flexibility with business
operation hours, easier
receipt of social benefits,
and reduced travel costs
for accessing financial
services

Source: World Bank working paper no. 85 ‘Expanding Bank outreach through retail partnerships, correspondent banking in Brazil’, 2006




To increase access to the segments banks could use
correspondent banking. For the optimised product, a person

has access if it takes them 30 minutes or less to get to a grocery

store or post office

100% -

80% A

% segment
(o))
<
>
1

40%

20% A

0% -

20%

Alternative channels
(Unbanked, Not too Poor)

71%

Rural Farmers

Source: FinScope Zambia 2009

Self employed urban

FINM

83%

Salaried urban

B Grocery store or post office <30 mins away O Have a cellphone




FINM

This model was pioneered in Africa by M-Pesa in Kenya

ﬁi‘*mi_t M

~the beiter o fFerer

of eny Avthorised
M-PESA Ageat

vodafone

NB. Vodafone are partners in providing this product. Vodafone also has a share in Safaricom


http://en.wikipedia.org/wiki/Image:Vodafone_Logo.jpg

Making products more affordable — or are there already FINM
affordable products?

To make product more affordable remove monthly fees and
minimum bank balance. Charge customers for transactions:

B Deposits: Free

m Withdrawals: K3,000

B Bank Statement: K1,000
B Balance Enquiry: Free

Rural Farmers:

B 4 Deposits: 0

m 1 Withdrawal: K3,000

m 1 Balance Enquiry: 0

® Monthly Fee: 0

Minimum income for account: K100,000

Self-employed urban:

B 4 Deposits: 0

m 1 Withdrawal: K3,000

B 1 Bank Statement: K1,000

® Monthly Fee: 0

Minimum income for account: K133,333

Salaried urban:

B 4 Withdrawals: K12,000

B 1 Bank Statement: K1,000

® Monthly Fee: 0

Minimum income for account: K433,333

Source: FinScope Zambia 2009



Usage Profiles of the different segments

FINM

Rural Farmers

Usage Profile per month:
B Deposits: 4

m Withdrawals: 1

W Balance Enquiry: 1

Cavmont:

B 4 Deposits: Free

m 1 Withdrawal: Free

®m 1 Balance Enquiry: Free

B Monthly Fee: K25,000

Minimum income for account: K833,333

Zanaco:

B 4 Deposits: Free

B 1 Withdrawal: K3,000

m 1 Balance Enquiry: K500

B Monthly Fee: 0

Minimum income for account: K116,667

Barclays:

B 4 Deposits: Free

B 1 Withdrawal: Free

®m 1 Balance Enquiry: Free

B Monthly Fee: K25,000

Minimum income for account: K833,333

Self Employed Urban

Usage Profile per month:
B Deposits: 4

® Withdrawals: 1

B Bank Statement: 1

Cavmont:

B 4 Deposits: Free

® 1 Withdrawal: Free

B 1 Bank Statement: Free

B Monthly Fee: K25,000

Minimum income for account: K833,333

Zanaco:

B 4 Deposits: Free

m 1 Withdrawal: K3,000

B 1 Bank Statement: Free

® Monthly Fee:0

Minimum income for account: K100,000

Barclays:

m 4 Deposits: Free

® 1 Withdrawal: Free

B 1 Bank Statement: Free

B Monthly Fee: K25,000

Minimum income for account: K833,333

Salaried Urban

Usage Profile per month:
B Bank Statement: 1
B Withdrawals: 4

Cavmont:

B 4 Withdrawal: Free

B 1 Bank Statement: Free

B Monthly Fee: K25,000

Minimum income for account: K833,333

Zanaco:

B 4 Withdrawal: K12,000

B 1 Bank Statement: Free

B Monthly Fee: 0

Minimum income for account: K400,000

Barclays:

B 4 Withdrawal: Free

B 1 Bank Statement: Free

B Monthly Fee: K25,000

Minimum income for account: K833,333




Optimised product:

FINM

Currently

banked

Farmers
112,922
Self employed
129,808

Salaried Urban
237,477

Total market

Farmers
1,841,436
Self-employed
383,379

Salaried Urban
382,055

Currently
unbanked

Farmers
1,728,514

Self employed
253,571

Salaried Urban
144,578

Source: FinScope Zambia 2009

Does not have

access to the
product

Has access to
the product but
does not use it

Too poor
Often go without
enough food

Physical access
Store, Post office
over 30 mins away

Awareness

Can'’t name any
banks

Can't afford

No ID
Does not have ID
or passport

Age
Below 18

Does not want the
product*

Potential users

Rural
Farmers

189,423

720,363

567,147

1,054,112

141,371

31,688

163,761

27,727

Self-employed Salaried

Market
redistribution
zone

urban
8,716

urban
23,903

\ Market
development
zone:

15,019 5,556

Farmers

3,483 1,347,603

18,684

Self-employed

> 105,785

90,228 72476
Salaried

75,485

10,694 9,864

Market
enablement
zone:

778 4,376

Farmers
191,489

Self-employed
123,883

Salaried
60,377

108,609 49,805

15,274 10,5672

* For ‘Does not want to use product’ used the questions: You trust banks with your money_not true, You can easily live your life without a bank account_true,
and Advantage of having a bank account_don’t know
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Optimised Product: access for rural farmers remains low

13% 20%

28% 28% 6%

10%

R
3

Salaried urban

Self-employed urban

Rural Farmers % 9%

B Banked O Have access but dontuse 0O Don't want a bank account @ Not too poor but cannot access O Too poor

Source: FinScope Zambia 2009



The rural farmers are the hardest segment to reach because of
physical access constraints and their low incomes, an alternative
to traditional models is needed

FINM

0.3%

Zanaco R/ 10%

1%

Cavmont [ R4 10%

0.5%

Barclays R/ 10%

2%

Optimised Product 9% 10%

B Banked O Have access but dontuse ODon’t want a bank account B Not too poor but cannot access O Too poor

Source: FinScope Zambia 2009



The salaried urban already have a high banking penetration but
there is still room for growth. The Zanaco product increases

access the most but this is not helpful when most of those who ™'™"
now have access do not want a bank account

2%

1% 1% 2%
Cavmont Il I

1% 1% 2%

Barclays Il I
2%

B Banked O Have access but dontuse O Don't want a bank account @ Not too poor but cannot access O Too poor

Optimised Product 13%

Source: FinScope Zambia 2009




The self-employed market shows a lot of potential for growth with 30%
of the segment in the enablement zone for the Zanaco product.
However, unless industry can demonstrate the value of their products
this potential market will not be willing to use a bank account

FINM

Zanaco 21% 6%

1%

Cavmont 5% 6%

1%

Barclays 5% 6%

Optimised Product 28% 6%

B Banked O Have access but dontuse ODon't want a bank account B Not too poor but cannot access O Too poor

Source: FinScope Zambia 2009




Perhaps an equally significant challenge is to encourage TN

take-up in the market

Media Usage in the past month

100% -
° 81% 78% 76% 80% 75% 79% o 79% 83% 78%
68% o 72% o o
750/0 T 64 Yo 590/0 570/0 64 Yo 64 Yo
46%
50% - 37% 30%
° 25%
25%
00/0 N T T T T T T T T T 1
Lusaka Kitwe Chingola Kabwe Ndola Livingstone  Mazabuka Chipata Solwezi Mkushi
- B Watched TV in past month O Listenedt to radio in past month
(]
£
=)
()]
]
o
S 100% -
75% - 530,
o 52%
50% {  39% 41% 6%  47% 42% 40%
25% - 9% 14%
0% -

Lusaka

Kitwe Chingola

Kabwe

Ndola

Livingstone  Mazabuka Chipata Solwezi Mkushi

B Read a newspaper in past month

@ Read a magazine in past month

Source: FinScope Zambia 2009
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There is also a need to leverage multiple channels to create useful MA{RW@TSU}ST

services % \\:///,/
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ABSA Cashsend

Enter Enter
the amount the reciplent
wish t ellphone

» Launched in September 2008. Facility to send cash from any Absa account (including
Mzansi) via ATM or internet banking to any Absa ATM
et + The sender creates a 6 digit code and enters the recipient’s cell phone number. The sender
topay l : then needs to give the recipient the 6 digit code
. "\ e | ’ » To receive the money the recipient selects the ‘CashSend Withdrawal’ option. Enter the 10
digit code received via sms, the 6 digit code that the sender chose and the exact amount of
money to be received
» The sender must have an Absa bank account. The sender pays - R6,50 + R1,00/R100
» The recipient does not have to have a bank account but must withdraw funds from an Absa
ATM. Withdrawing money from an Absa ATM is free.

i \
ay then
Ca nd
Payment S

FNB eWallet

FNB eWallet allows FNB customers to send money to any individual with a valid South
African cell phone number. The recipient does not need a bank account or bank card

The sender can send the money to the chosen cell phone number via Cell phone Banking,
Online Banking or at an FNB ATM (each at a cost)

The money is transferred instantly and stored in the eWallet

The receiver can withdraw the money, send the money to another cell phone, buy prepaid

airtime, pay for goods and services online using Cell Pay Point, check the balance and get a
mini statement

When withdrawing money from an FNB ATM, the receiver can get all of the money sent as
there are no ATM charges to do so

The eWallet balance cannot exceed R1,000 at any given time

. After sending money to a cell phone, if the receiver has not activated his or her eWallet
within 13 days, the money will be returned to the sender




Video clip— FNB ATM FINM
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Credit

FINM




Credit usage in Zambia is mostly informal. 23% of Zambian
adults have borrowed in the last year with only 16% of
borrowing adults using formal credit

FINM

Types of credit used in the last 12 months

(Adults 16+, borrowed money in the last 12 months) % borrowing
- adults
Friends/family and had to pay it back | 778 61%
Friends/family and didn't have to pay it back 1240 19%
Goods in advance from a shop and had to pay back later [ 144 11%
Another financial insitution [ 1 132 10%
Money lender [ 109 9%
Bank [ 186 7%
Employer [ 54 4%
Savings club [ 49 2%
Borrowed goods from to sell [T]31 1%
Money/goods in advance from an agricultural buyer [16 1%
Church/community organisation you belong to [113 1%
) 1%
Other P10
} 1%

Government scheme/institution [ 8

0 100 200 300 400 500 600 700 800 900
Thousands

|:| Informal |:| Formal

Source: FinScope Zambia 2009



5% of informal credit product users make use of a formal product
while 28% of formal product users make use of an informal mINM
product

Both informal
and formal credit
56,429
1% of the market
4% of borrowers

Informal credit Formal credit

1.085 575
: , 201,074
17% ofthe market 39 of the market

85% of borrowers

16% of borrowers

Source: FinScope Zambia 2009



Almost one quarte

credit in the last 12 months. 8.6% of the segment only makes
use of informal credit

Very poor
4 -
Rural Farmers

>\

Young educated

2\

Self employed urban viable

Salaried urbdn

r of urban salaried adults have used formal -~

Credit strands for each segment

(Thousands)
151 1 002
8 52 199
10 62 66 262

0% 25% 50% 75%
% Segment
® Loan from a bank O Loan from non bank formal inst.
® Informal credit products B Loan from family or friends

Source: FinScope Zambia 2009

0O No credit products

100%



Education is the biggest determinant of credit usage. Physical
location is also very important along with the more obvious ~ ™'™"
income related variables such as work and income source

= Total banked population: 6,387,885 Classification tree- Credit

= Have formal credit product: 508,644

= % have formal credit: 8%
Secondary or less At least some tertiary

All others Eastern, Northern, Southern Not applicable Full or part time

Income Source Income Source

Salaries, Selling/

trading products All others Money from friend/ family, g:;:;aT;rried, Married, Widowed ES::f;be”’ All Others
/ \ farming/ fishing, salaries All others / X
/ N\
—0.8 0.8 —710.8 0.8 —70.8 —10.8 .8 8
—10.6 — (0.6 —10.6 —10.6 —T10.6 — 0.6 6 6
—t0.4 —0.4 —10.4 —10.4 —10.4 —10.4 4 4
0.2 (0.2 0.2 0.2 0.2 —0.2 2 2
[ - H - | ||
Sample: 295 2,050 861 492 40 55 65 142
Segment:422,253 3,319,527 1,450,213 756,982 79,574 75,437 112,840 171,089

Source: FinScope Zambia 2009



“Living expenses” is cited as one of the top three reasons to

borrow in all the segments, pointing to difficulties in making
ends meet. Respondents also borrowed to meet emergency

needs

Education
Living expenses

Emergency (not medical)

Education
Medical expenses/emergencies

Farming expenses

Living expenses
Medical expenses/emergencies

Farming expenses

l

Reasons for borrowing
(Borrowed money in the last 12 months)

25%
22%
13%

33%
20%

17%

33%

15%

Living expenses
Starting/expanding your business
To buy household goods

41%

19%

Segment

Salaried urban

— Salaried rural

— Rural farmers

Self employed
urban

0% 10% 20% 30% 40%

Source: FinScope Zambia 2009

% of segment

Note: The “Too poor” and “Young and educated” segments are not shown because there were too few respondents to analyse the data



For those who have not borrowed (77% of adults) most cite fear

of debt as their biggest reason for not borrowing. Many also say

they can pay their living expenses with what they have. But is

this the main function of credit?

FINM

Fear of debts
Can pay living expenses
Worried wont be able to pay back

Fear of debts
Can pay living expenses
Worried wont be able to pay back

Fear of debts
Worried wont be able to pay back
Can pay living expenses

Fear of debts
Can pay living expenses
Worried wont be able to pay back

Fear of debts
Not allowed by spouse/family/other
Worried wont be able to pay back

Fear of debts
Worried wont be able to pay back
Other

Reasons for not borrowing
(Has not borrowed money in the last 12 months)

38%
Yo
Yo

29%
1%

) o e e )

Yo

w 52%
Yo
5%

Yo
18%
36%
18%
17%

41%
11%

0% 20% 40%

Source: FinScope Zambia 2009

% of segment

60%

Segment

Salaried urban

Rural urban

Rural farmers

Self-employed
urban

Young educated

Very poor
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Cetzam agricultural loan

Making financial markets work for the poor



FINM

Cetzam agricultural loan

Basic Product Description Fees and Pricing Service Channels Available

B Provides agricultural B Administration fee of 3.6% of loan B Loan application is done at the
equipment/inputs instead of cash amount branch

B The maximum loan amount is K5 m Interest rate is 4-5% p.m. flat W Verification of farming activity
million and a typical loan is K2 interest, depending on loan term and the farm’s viability is done
million — K5million m No credit life on-site by the loans officer
Loan term varies. The loans officer Loan is paid in goods not cash so
determines when they will be able no need to have bank account to
to start paying back based on the receive loan

season, type of farming and when Loan repayment can be made in
cash to branch teller, or

debit/transfer from savings
account to loan account

they go to market. A typical loan
term would be 8 months.




The Access Frontier Methodology enables an identification and
quantification of access barriers. It segments those who do not
yet use a product into various market zones

FINM

Currently has /
uses the product

Total market

Too poor

Does not have
access to the
product

Does not have /
use the product

Excluded by
design

Excluded by
default

Has access to the
product but does
not use it

Does not want the
product

Potential users

Market
redistribution zone
\
Market development
> zone
J
\

Market enablement
> zone

J

Source: Based on a paper entitled “The Access Frontier as an Approach and Tool in Making Markets Work for the Poor” by David Porteous



26% of rural farmers have borrowed in the last 12 months. Only
0.2% of those farmers have borrowed from a formal source for
agricultural purposes and so fall into the current market

FINM

Reasons for borrowing
(Rura/_farmers, borrowed money in the last 12 months, 480,342)

]1

Living expenses 158
Medical expenses/emergencies 81 |
ez Farming expenses 67 B5 -

Education 57

Emergency other than medical 60

Other specify ] 28
[ 19 ]

To take care of a sick relative/relatives

Funeral expenses

For another person to use
To buy household goods
Improving/renovating your dweling

Buying a bicycle, motorcycle, car, truck or other transport

_________
- =~

[11]
10]
Starting or expanding your business [10]
9]
7]
6]
6]

"""""""""

Buying household appliances, goods or furniture @

Buying or building a dweling for you to livein [[J2 1

-

p Buying livestock _:l 3

~

-
=~

4,562 rural
farmers have
borrowed to get
inputs or
equipment for
their farm and
have used
formal credit
sources

~——

=== T T T T

0 20 40 60 80 100

120 140 160 180

Thousands

O Informal

Source: FinScope Zambia 2009

® Formal

Note: A formal credit source includes a loan/borrowing from a bank, other financial institution or a government scheme. Credit sources cannot be linked to
reasons for borrowing but it was assumed that reasons for borrowing are related to formal credit if it has been used in the last 12 months



12% of rural farmers say they deplete assets to fund farming
activities. 44% use existing stock to farm, making expansion o
their activities more difficult

fFINM

Financing for farming activities

(Rural farmers, not in the current market) %
I manage with what I have already | 1817 44%
I sel some of my crops and use the mone : _____________ | 785 43%
<::_i:s:éI[§E>_n;e of my lvestock | I—2_1_E_§::j: 12%
I have money/use money from other sources of income 1166 9%
Savings 1149 8%
A relative or friend 1122 7%
Government/government body ::I 111 6%
I donotuse any inputs [___]111 6%
Piece work 194 5%
A buyer to whom I have to sel my goods to _:I 78 4%
Other [138 2%
I get it in exchange for work _:I 32 2%
Sell something collected from nature _:I 29 2%
Sell products from my animals _:I 28 2%
NGO/community based organisation _] 20 1%
Igaabmﬁmmahmmma$mhmnjlo 1%
Loan from a financial institution _] 4 0.2%
Informal money lender 11 0.04%

0 100 200 300 400 500 600 700 800 900
Thousands

Source: FinScope Zambia 2009



45% of rural farmers appear to have assets that could be used as
collateral -43% in the form of livestock. Only 1% of rural farmers
possess title deeds to their land

FINM

Household assets and livestock

Goats
Cattle

Pigs
Other

Sheep

Plough
Donkey/ox cart
Tractor

Car or Truck
Generator

Four wheel drive

Source: FinScope Zambia 2009
Note: It is being assumed that rural farmers live on their farms

(Rural farmers not in current market)

| 4757
363

T 782,561

136 have animals

119

1278
87
P15 297,246
110 r (16%)
i have suitable
15 assets
4
0 100 200 300 400 500
Thousands

Has title deed for land/plot dwelling is on
(Rural farmers not in current market)

'!

Yes, 15
729, 1%

No, 1 100
757, 60%



The following constraints are used to construct the frontier.
Note there is no redistribution zone, nor is there an affordability "
constraint

e Current market
e Borrowed from: a bank, another institution, government/government scheme AND
* Reasons borrowed: farming expenses, buying equipment, buying livestock
e Age
* Age: 21+
e Physical access
e Province: Copperbelt, Lusaka, Southern Province
* Awareness
* Media activities: Listened to the radio in the last 12 months
e Collateral
* Have title deed for land/plot where dwelling is
e Household owns: Plough, generator, tractor, four wheel drive, donkey/ox cart, car or truck
e Types of farming or fishing involved in: Cattle, goats, sheep, pigs, other
e Social connections
* You don't know very many people: false
e ID
e Documentyou have in your name: National registration card
e Fear of debt

e Reasons have not borrowed: Fear of debt



Proximity is the biggest barrier to accessing the product as most

rural farmers are located outside the provinces that Cetzam
operates in. A lack of collateral is also a major constraint if

FINM

required
4,563 | Teopoor —{—___
Current market \
Age 117499
1,841,436
Physical
access 1,497,690
1,745,737
Total market
Does not have Awareness 798,683 1,745,737
access to the
product Market
development
1,836,873 No collateral 1,001,574 zone
Not using product Few social
connections 425,291
No ID 156,380
J
IL135 Fear of Debt 26,292 91,135
Has access to the Market
product but does enablement
not use it zone
Potential users 64,843

Source: FinScope Zambia 2009




FINM

The frontier can be summarised as a strand

Market
en%alg;%nt development
zone zone
Current o
market — —

~

0.2%

O Current market @ Have access but don't use O Don't want B Cannot access

Source: FinScope Zambia 2009



This frontier shows what would happen to access if Cetzam
opened a branch in the Northern Province and allowed farmers
to either form groups OR provide collateral.

FINM

— o]
4,563 | —
—  Current market 3\
—] Age 117,499
1,841,436
— Physical 1,090,075
1,515 708 access
Total market —
Does not have 1.515 708
—  accesstothe | — T
product —  Awareness 796,683 Market
1,836,873 development
zone
| No collateral
. OR Few social 226.922
L Not using product |— connections 7
— No ID 156,380
J
21,164
321,16 Fear of Debt 109,369 321,164
Has access to the Market
L | product but does enablement
not use it zone
Potential users 211,796

Source: FinScope Zambia 2009




FINM
Changing the scenario increases the enablement zone from 5%

to 13%. This equates to 230,209 rural farmers

Market
engggggnt development

Current ~ %°0"€ ﬁ’e\ _
market 5
wld
\ g
0.2% 5
wld
c
£
K -
! ?//arket Market (&)

enablement deve;/gggent

Current zone

market ——— " — NG —~
\ ©
c
Q
0.2% 6% 8
S
]
2

O Current market @ Have access but don't use O Don't want B Cannot access

Source: FinScope Zambia 2009
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FINM

Bayport payroll loan

Basic Product Description Fees and Pricing Service Channels Available
B Loans are administered through W An insurance charge is levied each m Loan is applied for through the
the payroll month (6% of each instalment) employer
B The minimum loan size is B The interest rate ranges from 3.3% B The loan amount is collected in
to 7.5% monthly depending on the cash from a branch

K100,000

B The maximum loan size is
affected by the maximum
instalment allowed by the
employer. Government stipulates
that its employees must be able to

term and size of the loan B Instalments are collected via the
payroll

take home 40% of their net pay.
The figure is usually 50% for other
employers.

Loan terms range from 1 to 24
months




The rural salaried market, while harder to reach, is also FINM

significant

Region and income type
(Adults 16+)

% Salaried 6% 16%

4 500 -
4 000 -
3 500 ~
3 000 -
2 500 -
2 000 -
1 500 -
1 000 -

500 ~

0 T 1
Rural Urban

382

Thousands

@ Not salaried O Salaried

Source: FinScope Zambia 2009
Note: Workers who say the income source they most rely on is salary/wages from the government or business are considered salaried



Both the rural and urban salaried markets make significantly more use
of formal credit markets than the general population. 34% of the rural
salaried have formal credit compared to 21% of the urban salaried,
although the rural salaried are a smaller market

Types of credit used in the last 12 months
(Salaried, borrowed in the last 12 months)

\
20 Current market:
Rural salaried - 83,346 (34%)
Urban salaried - 80,706 (21%)

Goods in advance from a shop and had to pay back later
Friends/family didn't have to pay it back

Money lender

Are these people
confusing pay roll loans
with borrowing from their employer?

Borrowed from employer
Savings club
Church/community organisation

Borrowed goods to sell

-

- Government. scheme/institution_

Other
0 10 20 30 40 50 60 70
Thousands
Source: FinScope Zambia 2009 O Rural B Urban




The following assumptions have been used to determine an

affordability constraint

Affordability

Source: Absa Mzansi account

B K2 million principal loan amount
B 9 month loan term

B 6.5% interest per month
B Insurance premium is 6% of each instalment

B 30% of monthly income should be spent
on debt repayment

FINM

m Total monthly repayment =
K300,476
B Minimum monthly personal
income required
= K300,476 / 30%
= K1,001,586
B Cut-off used = K1,000,000



FINM

A higher proportion of rural salaried workers can afford the
product

Monthly income
(Salaried workers, not in current market, not too poor)

90 -
81
80 -
Can’t afford Can afford
70 Urban —-58% 6 Urban — 42%

Rural — 48% Rural - 52%

Thousands

q) o qJ cC 1 1 1 1 1 1 1 Io 1 1 o o
e A = = 08 A9 A9 4O 4O HO HO L4 HO ~38 S Ty
o] — = o = S o o o 9 o o 9 o o 9 o o o 9 oo = Q
O O Q & X &9 &9 69 69 69 69 65 69 o~ oS o=
= c 9 c 0w S <O L L S L s L= =) g ~ O v =)
a = c = NR 00 oL o o o8 o8 o8 o9 o2 oo =S g <
a 8 x UL Lo O 1KY o o2 o3 o o9 o oo Oo Y
< T =) - Y A7 Y A0 AY T¢C ©o® o5 69 o~ P

T 88 = u¢ g8 92 9% $¥ £%¥ 8¢ 35 35 S

o c < v X ¥ v A4

= o

B Rural B Urban

Source: FinScope Zambia 2009
Note: Where the respondent says they do not have a monthly income the annual income, divided by 12, is substituted.



Even though they are salaried employees, 56% of urban workers
and 55% of rural workers do not receive pay slips. They are not
likely to work at employers who would warrant the attention of
payroll lenders

FINM

Full-time or part-time worker Have a salary slip from employer
(Salaried, not in the current market, not too poor) (Salaried, not in the current market, not too poor)

100% - 100% -
31

80% - 80% -

60% A 60% A

40% - 40% A

82 163
20% A 20% -
0% - 0% T |
Rural Urban Rural Urban
B Full-time @Part-time O Not Applicable O No ® Yes

Source: FinScope Zambia 2009
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Constraints used to construct the frontier

e Current market

e Borrowed from: a bank, another institution, government/government scheme
e Too Poor
e Gone without food to eat: Always or Often
e Age
* Age: 21+
* Proximity
* Must be within an hour of nearest financial institution
e Part-time / full-time
*  Work part-time or full-time: Full-time

e Payslip
e Document you have in your name: Pay slip from employer
e ID

e Document you have in your name: National registration card

e Affordability

* Monthly income: greater than K1 million

e Fearof debt

e Reasons have not borrowed: Fear of debt



Affordability and lack of a pay slip present the biggest barriers to
access for the urban salaried

FINM

Urban

382,055

Total market —

Source: FinScope Zambia 2009

80,706

Currently market

301,349

226,512

Too poor

Age

Does not have

access to the
product

Part-time

No pay slip

Doesn’t have
product

74,836

Can'’t afford

No ID

Proximity

Has access to the
product but does

not use it

Fear of debts

Potential users

9,602

13,107

74,272

163,110

168,222

9,864

46,503 )

18,398

56,439

Market
redistribution

Zone

216,910
Market

development

zone

74,836

Market
enablement

Zone



Proximity, lack of a pay slip and affordability are the most

significant access barriers for the rural salaried

FINM

Rural

241,791

Total market —

Source: FinScope Zambia 2009

83,364

Currently market

158,445

126,995

Too poor

Age

Does not have
access to the
product

Part-time

No pay slip

Doesn’t have
product

31,450

Can'’t afford

No ID

Proximity

Has access to the
product but does
not use it

Fear of debts

Potential users

9,465

3,507

37,961

81,751

71,703

3,829

65,010

31,450

Market
redistribution
zone

117,531

Market
development
zone

31,450

Market
enablement
zone



The frontiers can be summarised as a strand. They indicate some _
scope for growth in urban markets — assuming the current market
is accurately captured by the survey

Market Market Market
Current enablement development redistribution
market zone zone zone
A A A
s Y \

Rural 49% 4%
Market Market
Current enablement development Market
market zone Zone redistribution
A A 5 zg0e
r A\ Y D
Urban 5% 57% 39

@ Have formal credit @ Have access but don’t use O Don’t want O Not too poor but cannot access B Too poor

Source: FinScope Zambia 2009



Sometimes credit access problems manifest as too much rather
than too little access. 14% of credit active salaried workers use
half their income or more to repay debts and 11% have missed a
payment in the last year (likely to be understated)

Proportion of income used to repay debt

(Salaried , Borrowed money in the past 12 months)

39%

2%
7%
2%

49
° 8%

36%

O Less than quarter @ About quarter

B About half O About three quarters
O More than three quarters B Do not know

E Missing Data B Not Applicable

Source: FinScope Zambia 2009

NM

Missed a payment in the past 12 months
(Salaried , Borrowed money in the past 12 months)

15% -

11%

10% -

5% -

0% .
Missed a payment




While awareness could limit access to pay roll loans, a lack of ™'"™"

awareness could lead to over-indebtedness

Credit statements
(Salaried , Borrowed money in the past 12 months, 252,373)

3% 2% 0.2%
100% - e 1% 1%
20%
29%
80% - - ’
0, .
60% 81%
40% A
20% -
00/0 n T T

If you borrow money it is okay to When buying on credit you find it It is okay to borrow money to pay
pay it a bit later than agreed usually ends up being more back outstanding debt
expensive than you thought it was

® Not true O True @ Don't know @ Not Applicable

Source: FinScope Zambia 2009



20% of Zambian adults have built or bought their home. More
than half have used their own savings to do so. Is this because

of a lack of access to housing finance ?

Main source of money for acquiring home
(Bought or built own home, 1,899,793)

FINM

57%

Own savings

Pension lump,sum/terminal
proumitermna! | %

benefits payment
Could this be borrowing from

Inherited some money l 1% family/friends or other informal
sources? Perhaps these
i people used resources freely

Loan from bank ] 1% available to them

Loan fro_m government 0.8%
housing scheme

Loan frgm _other financial 0.3%
institution

0% 10% 20% 30% 40% 50% 60%

Source: FinScope Zambia 2009
Note: “Not Applicable” responses and missing data are not shown



40% of Zambian adults live in a home with more than 3 peoplein
a room and 84% do not have access to a flush toilet. There is
potentially a market for finance to extend and improve homes

3 or more people per sleeping room

Young educated

Salaried urban

Self employed
urban viable

Rural Farmers

Very poor

1

29%

30%

44%

0%

10%

Source: FinScope Zambia 2009
Note: Access to a flush toilet comes from “Q1.15 Toilet facilities”. A respondent has access if they have a flush toilet in/outside their dwelling or a

communal flush toilet

20% 30%

% segment

40%

50%

60%

Rural Farmers

Very poor

Self employed
urban viable

Young educated

Salaried urban

Access to a flush toilet

0.1%

4%

26%

10% 20% 30% 40% 50%
% segment

0%

60%



Biogas is fuel made from waste materials in a structure known as

a bio-digester. A basic bio-digester consists of an air-tight M
container with an inlet for the waste and outlets for gas and by-

products

Source: Agama Energy

Source: www.ruralcostarica.com
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Aside from impacting directly on the wellbeing of households, iy
biogas can provide significant environmental and economic  F'N™ F@RTT

benefits

Capacity
(6m?3 digester)

Barriers

Private sector
involvement

Public sector
involvement

» Using human waste and kitchen/garden refuse a family of four will produce enough biogas for 4
hours of cooking time every day

» The addition of animal dung can increase capacity to allow use for lighting and even fuel for a small
generator, provided there is enough waste

» High cost of materials
» Higher interest rates
» Community acceptance

» Can purchase carbon credits that will fund scheme
» A 6m3 digester that makes use of cow dung will save about 70 tons of C0O, emissions per year
» This equates to 70 carbon credits a year at an approximate value of ZAR 9,450

» Subsidise construction, cheaper than connecting area to grid

» Used in municipal sewerage facilities to produce energy that can be fed into the grid
» Low cost housing — 1/3 cheaper than centralised sewerage system

» Increases capacity of sewerage plants if used as a pretreatment

Sources: Agama Energy, South Africa National Household Biogas Feasibility Study, Biogas: A bright idea for Africa by Valerie J. Brown, South South

North Biogas Proposal

Notes: All costs and capacities provided are approximate. Carbon credit prices are based on emission estimates and market prices on 03/03/2009



FINM

A solution from Rwanda

BIOGAS - INDUHURAMURY ANGO
A sustainable solution to domestic energy needs

BIOGAS - INDUHURAMURYANGO is a new loan product of EPR SA, in collaboration with MININFRA, to
facilitate its customers to obtain Biogas energy in their homes. Biogas is a new system which
transforms cow dung or other wastes into energy to use for domestic purposes. A well built biogas
systam functions for of at least 20 years

Advantages

— Access to energy for coocking and domestic lighting;

Reduced domestic workload, especially for women and children:

— Reduced respiratory diseases among women and children exposed to smoke from firewood;
— Reduced deforestation and scil erosion;

— Biogas wastes are used as organic manure.
Conditions of eligibility

© To mest the conditions set by MIMINFRA trough its National Domestic Biogas Program [(NDEF),
namely:

— To have at least 2 exotic cows or 4 local cows which are kept in a permanent cattle shed under zero
grazing conditions:

— To have an easy access to water;

— To have a personal contribution in cash or materials worth at least 200.000 Rwf;

© 1o open an account in the BPR S5A;
€ To meet the usual conditions of loan eligibility applied by BPR SA.

Cost of the Biogas project

© The total cost of the project is estimated at 800.000 frw subdivided as follows:
— Contribution of the borrower : 200.000Rwf or in kind

— Government subsidy : 300.000Rwf

— Bank loan ! 300.000Rwf

Terms of the Loan

— The loan is granted at an annual interest rate of 13%:;
— The loan term is three years.

Do you think you meet the eligibility conditions? Approach your local authorities or EPR branch for
more information.



Agenda

Insurance
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In 2005, 5% of adults had at least one of the insurance products
below. In 2009, this fell to 3%. Both of these figures exclude
pension [ NAPASA

Insurance product usage Sample size
(Have now) 2005 2009
Money insurance 09%?/0 3 2
Health cover (Doctor) [L0.0% 10.9% 33 4
Travel insurance Y50, 6 2
Property insurance [L0-1% 10.8% 25 5
All risks insurance 4% 15 3
Personal injury/Accident insurance 0.6% In 2009, 3.8% have 24 4
s borrowed from a 7
Insurance that covers a loan bank or another
0 financial institution
Domestic/Household insurance 8.3% 11 U
Agricultural insurance c_’/Q% 6 4
Medical insurance 0.3% 11.2% w8 13
Funeral insurance ‘_‘wﬁ’_\ 0.7% 26 17
Life assurance K 1.1% 4 40
Motor vehicle insurance 1.5% 12.2% 84 >4
: 1.9% 142 102
Pension / NAPASA / Scheme from employer 13.6%
|
0% 1% 2% 3% 4%

Percentage of adults

02005 @ 2009

Source: FinScope Zambia 2005 and 2009



Just 2% of adults have made provision for their own funeral. Of
those that have employers dominate, followed by funeral
insurance

FINM

Provisions made for funeral
(Those who have made provisions to cover their own funeral expenses)

Funeral fund 3%

1 ]

8%

Agreement with Church

Savings scheme 13%

0% 10% 20% 30% 40% 50%

Percentage of adults

Source: FinScope Zambia 2009



Just 1% of rural farmers and 1% of the self employed urban have

made provisions to cover the expenses of their own funeral. For 7'N™

the salaried urban market, this is higher at 10%

Provisions made for funeral
(Those who have made provisions to cover their own funeral expenses)

Rural farmers

o)
10% (1% of segment)

Funeral insurance
Funeral fund 14%
Other

Savings scheme

19%

Agreement with Church 43%
0% 10% 20% 30% 40% 50%
- Salaried urban
Funeral [13% (10% of segment)

Other —13%
Savings scheme 6%

Funeral insurance 136%

60%

Covered by employer

158%

0% 10% 20% 30% 40% 50%

Self employed urban
(1% of segment)

Funeral insurance 26%
Other 36%
Savings scheme 38%

60%

0% 10% 20% 30% 40% 50%
Source: FinScope Zambia 2009 Percentage of adults

60%
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Formal insurance classification tree

= Total population: 6,387,885 Classification tree — Formal Insurance
= Total have formal insurance: 206,201

= % have formal insurance: 3.23%
Secondary or less, some tertiary Tertiary completed

Income Source

Money from friend/family, farming/ Central, Luapula,
fishing, none, own business, grants Salary Lusaka, Southern All others

Income Source Income Source
North Own Business, Money from . .
Primary or less Secondary, All others Western pensions & friend/ family, Mor!ey from.frlend/ Own business,
some tertiary X ) family, farming, grants salary
Province grants farming, salary
/ \_ / N /
— 0.8 — 0.8 — 0.8 0.8 0.8 — 0.8 —T 0.8 0.8
— 0.6 — 0.6 — 0.6 0.6 0.6 — 0.6 —F 0.6 0.6
— 0.4 —T 0.4 — 0.4 0.4 0.4 — 0.4 — 0.4 0.4
— 0.2 —T 0.2 — 0.2 0.2 0.2 — 0.2 — 0.2 0.2
] - | [ | -
Sample: 2,144 1,193 396 31 11 106 16 103
Population: 3,352,353 2,118,798 553,570 24,492 16,960 151,392 40,656 129,694

Source: FinScope Zambia 2009



Awareness of financial terms such as “insurance” and “premium”
is generally very low across the market. A notable exceptionis '™
the salaried urban market

Awareness of financial terms

“Insurance” “"Premium”

100% - 100% -
w 80% - w 80% -
= =
=] =]
-] =]
(] [{+}
s 60% - 299 s 60% -
) ]
=)} [=)]
(] [+
£ 40% - £ 40% -
[} Q
5 o 5

21%
& 0% - & 0% -
00/0 T T T 00/0 T T
Total Rural Salaried Self Total Rural Salaried Self
market  farmers urban  employed market  farmers urban  employed
urban urban

B Heard and understand [] Heard but don't understand B Never heard

Source: FinScope Zambia 2009



There seems to be a general lack of awareness of insurance and '™
its purposes

Perceptions of insurance

Insurance companies don't
: 23%
pay out when you claim
P e o]z i
complicated

Insurance is for rich people - 33%

Insurance is a way of saving
on a long term basis

Having insurance protects
you when you have a 6%
problem

0% 20% 40% 60% 80% 100%
Percentage of adults

B True [J Nottrue [ Don’t know

Source: FinScope Zambia 2009
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Restricting the analysis to those individuals who know what
insurance is, a large proportion agree that insurance is thereto '™ usT

protect you during bad times

Perceptions of insurance

Never heard of or don't Heard and understand
understand “Insurance”: 72% “Insurance”: 28%
Insurance
companies don't g, 1% 549%
pay out when you
claim
Applying for
complicated
rich people

Insurance is a way
of saving on a 6%
long term basis

Having insurance

protects you when 8%
you have a
problem
0% 20% 40% 60% 80% 100% 0% 20% 40% 60% 80%  100%
Percentage of adults Percentage of adults

B True [J Nottrue [ Don’t know

Source: FinScope Zambia 2009



Affordability dominates reasons for not having insurance for
those who say they know what insurance is

FINM

Reason for not having insurance
(Those that do not have insurance)

Never heard of or don't
understand “Insurance”: 72%

Does not know how

0,
to get it >%

o

Does not need it 13%

Does not know 13%

Has never thought
about it

% o | ] 3%
it works

e ————

0% 5% 10% 15% 20% 25% 30% 35% 40%
Percentage of adults

16%

Source: FinScope Zambia 2009
Note: Some of the sample sizes are too small to be reliable

Heard and understand

“Insurance”: 28%
Does not kngw how h 5%
to get it

Has not heard about

Other 6%

No specific reason 6%

Does not know how
it works

e ot | 25
about it

9%

0% 5% 10% 15% 20% 25% 30% 35%
Percentage of adults

40%
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lliness within the household or family or death of a family
member are the two most commonly cited unexpected events

“Unexpected things sometimes happen that affect your income.
What things can you think of that would affect your income?”

Separation or divorce

Low seling prices

Loss of job - self or household member

Loss/failure of your business

Drought, poor rainfall or loss of access to water for farming
Can't think of any/nothing

Having to pay unforeseen school/education fees

Rise in prices of goods such as groceries etc.

Harvest failure or losses of crop harvest

Death of or loss of income from main income earner
Increase in household size (more dependents relying on household income)
Death of other family member not main income earner

43%

0% 10% 20% 30% 40% 50%
Percentage of adults

Ilness within your household or family that requires medical expenses

Source: FinScope Zambia 2009



All three segments cite illness within the family or household as ~'"™
their greatest risk factor that could affect income

Risk factors / unexpected events that could affect income
(Top 3)

Rural farmers

Harvest failure or losses of crop harvest

Death of other family member not main income earner

Iliness within your household or family that requires medical
expenses

55%

0% 10% 20% 30% 40% 50% 60%

- Salaried urban

Increase in household size (more dependents relying on
. | 26%
household income)
Death of other family member not main income earner | 27%
Iliness within your household or family that requires medical ) 153%
expenses 0
0% 10% 20% 30% 40% 50% 60%

If employed urban

Death of other family member not main income earner

Loss/failure of your business

Iliness within your household or family that requires medical
expenses

57%

0% 10% 20% 30% 40% 50% 60%
Source: FinScope Zambia 2009 Percentage of adults




There appear to be relatively high mortality rates, eveninthe """

salaried urban segment

Death of family members in the past year

20% -

15% -+ 14% 14% 14%
2 13%
=
T
()
[T
o
o 10% A
o
(]
whed
c
)
o
1
[J)
& 5o

3% 2% 2%
1%
00/0 n T T T 1
Total market Rural farmers Salaried urban Self employed urban
@ Death of any household member in the past year 0O Main income earner died in past year

Source: FinScope Zambia 2009
Note: These are questions 13.5.1 "Would you please tell me, in the past year did any member(s) of your household pass away?” and 13.5.3 “Did you
lose the main income earner/breadwinner of the household?”



Children’s education, funerals and illness are considered the
three most costly events. For most categories, family and FINM
friends are relied upon most

Method used to pay for most costly event: Main means % who say this
- (Ordered top to bottom by most costly event) is the most
costly event
Chidren's education 29% 8% ’ 34%
Funeral 9/ O 12% | 23%
Ilness or medical emergency 11% %:- 19%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

@ Rely on family/friends O Save for t

B Sell something to cover the costs B Borrow money at the time

O Rely on community O Rely on saving club
Source: FinScope Zambia 2009 O Other*

Note: Other* includes other, don't know, missing data and not applicable. Questions are: Q3.10.1 “*Which of the following events is the most costly?
Single mention” and Q3.10.2 “How would you pay for it? (Mention the main means) Single mention”



13% of adults who belong to one or more group savings schemes
say the club raises money for funerals of group members. In the
salaried urban market 8% of those who have borrowed in the
past year have done so for a funeral

FINM

Funeral funding
25%

20%
20%

15%

10%

Percentage of adults

5%

0%

Total market Rural farmers Salaried urban Self employed urban

B Raise money for funerals of group members (of those who are a member of a group savings scheme)
0O Saving for funeral expenses (of those that do save)

B Borrowing for funeral expenses (of those that have borrowed in past year)

Source: FinScope Zambia 2009



The Access Frontier Methodology enables an identification and
quantification of access barriers. It segments those who do not 7'N™
yet use a product into various market zones

Currently has /
uses the product

Total market

Too poor

Does not have
access to the
product

Does not have /
use the product

Excluded by
design

Excluded by
default

Has access to the
product but does
not use it

Does not want the
product

Potential users

Market
redistribution zone
\
Market development
> zone
J
3\

Market enablement
> zone

J

Source: Based on a paper entitled “The Access Frontier as an Approach and Tool in Making Markets Work for the Poor” by David Porteous



This presentation uses the FinScope data to explore access to N\
. FINMARK(@TRU|ST
funeral cover. Two entry-level funeral insurance products have A‘\R\\\g}/ 3y
L} ‘4 )
been analysed. Sy
@) Blue I MLife
m K2,500,000 — K10,000,000 for each person m K1,000,000 — K15,000,000 for each person
Cover covered, but may not exceed cover for main covered
life assured
Minimum K10,750 for main life assured; K10,000 for m K4,500 for main life assured; K4,500 for
monthly spouse; K3,800 per child spouse; K3,200 per child
premium Premium may not exceed 15% of income
Sales Blue branch or sales agent goes to client m Madison branch or sales agent goes to client
channels
] Debit order B Debit order / Payroll stop order
Premium Commercial stop order ® Cash at branch or they collect from you — can
collection Government deduction pay several months lump sum in advance
Waiting 3 months B 6 months for natural causes of death; after
period first premium for accidental causes of death
Grace 2 months B 3 months
period
] Pamphlets, brochures, posters B Internet, radio, newsprint, brochures
Marketing

Note: All the information collected was based on a family with a main member and spouse and three children



In reality, not every individual will purchase the product - it
does, after all, provide cover for the household. We therefore
restrict the analysis to household heads to get a more
realistic picture of the addressable market.

NM

e Age

e In order to obtain the entry-level Blue funeral policy, the main member must be 18-64; for Madison this is 18-75
Affordability

e All information collected was based on a family with a main member, spouse and three children

e The total monthly premium for all five family members is K32,150 for Blue and K18,600 for Madison

e Itis by no means clear what an affordable premium would be. For the purposes of this analysis we have assumed a 5%
affordability threshold. Thus, if the premium amounts to 5% or less of personal income it is regarded as ‘affordable’. For Blue
the minimum monthly income required is K643,000 (rounded to K600,000) while for Madison it is K372,000 (rounded to
K400,000)

e Awareness
e  The individual must understand the term “insurance”
¢  Physical proximity
e The individual must live in one of the provinces containing a Blue or Madison branch respectively, and also live within an hour
of a financial institution (bank, MFI, insurance company, or building society)
. Identification
¢ Identification must be provided to obtain the product (National Registration Card, passport or driver’s license).
J Regular income

e The Madison funeral policy will lapse after 3 missed payments; however, premiums may be paid several months in advance and
therefore sporadic income is not an issue

e  Blue requires monthly payments and after 2 missed payments the policy will lapse. A constraint has therefore been included for
this product — the individual must receive their most relied upon income source in all months of the year

J Payment constraint

e  The Madison product allows for cash payments (the individual lives in a province containing a Madison branch and resides
within an hour of any financial institution) OR debit orders (the individual is banked) OR payroll stop orders (the individual
receives a salary slip from their employer)

e The Blue product requires monthly payments via debit order (i.e. the individual must be banked) or a commercial or
government payroll stop order (i.e. the individual receives a salary slip from their employer)



For rural farmers, the payment constraint and irregularity of
income represent the biggest barriers to access for the Blue
funeral insurance product. For Madison, affordability is the

biggest barrier

FINM

Currently has
funeral insurance

1156 591

Total market
HH heads only

Rural farmers

1 156 591

Does not have
access to the
product

Does not have
funeral insurance

Source: FinScope Zambia 2009
* Blue: < K600,000 p/m; Madison: < K400,000 p/m
** Blue: Must be 18-64; Madison: Must be 18-75

Too poor
Always or often go without
enough food

Redistribution zone:

Physical access

Awareness
Doesn’t understand or never
heard of “insurance”

Can't afford
Personal monthly income too
low *

No ID
Does not have NRC, passport or
driver’s license

Age

Too young or old **

Payment constraint

Irregular income
Does not recelve income most

Development zone:

Has access to the
product but does
not use it

Does not need the
product ***

1

Potential users

***% Reason no insurance: Does not need it / Someone else in the familv or household has it Enablement zone:

Blue

Madison

<—— 138734 ——>

791 497

804 010

912 767

47 628

128 819

953 373

927 762
1017173

0

684
684

848 140

804 010

877 306

47 628

34 458

843 641

1015532

0

2325
2325



For the salaried urban, affordability is the biggest barrier for
Blue while for Madison the biggest barrier is awareness

FINM

6 862

Currently has
funeral insurance

242 540

Total market
HH heads only

Salaried urban

235 678

Does not have
access to the
product

Does not have
funeral insurance

Source: FinScope Zambia 2009
* Blue: < K600,000 p/m; Madison: < K400,000 p/m
** Blue: Must be 18-64; Madison: Must be 18-75

***% Reason no insurance: Does not need it / Someone else in the familv or household has it

Too poor
Always or often go without
enough food

Redistribution zone:

Physical access

Awareness
Doesn’t understand or never
heard of “insurance”

Can't afford
Personal monthly income too
low *

Does not have NRC, passport or

No ID

drivers license

Age

Too young or old **

Payment constraint

Irregular income
Does not receive income most

Development zone:

Has access to the
product but does
not use it

Does not need the
product ***

1

Potential users

Enablement zone:

Blue

Madison

<—— 3287 ——>

31671

64 782

77 869

2 558

67 354

12 939
132418

16 167

83 806
99 974

51 436

64 782

48 553

2 558

24 437

115081

24 546

92 765
117 311



For the self employed urban market, the biggest barriers for the
Blue product are payment and affordability. For Madison,
awareness and affordability are the most significant barriers

FINM

0 To0 poor Blue Madison
M Always or often go without 2 S
enough food 9231
Currently has Redistribution zone:
funeral insurance
— Physical access 48 175 73 992
217 330 Awareness
—  Doesnt understand or never 97 158 97 158
heard of “insurance”
Total market N Does not have B
| - Can't affor
FH fieads On/y access to the —|  Personal monthly income too 118 567 93 008
product low *
Self employed
urban No ID
—| Does not have NRC, passport or 2 311 2 311
217 330 drivers license
| Doesnothave || . noe 4953 778
funeral insurance Too young or old
— Payment constraint 123 212 46 170
Irregular income
—|  Does not receive income most 8 975
Development zone: 162 297 148 730
Has access to the Does not neff*the 7 350 6 049
product
—  product but does
Source: FinScope Zambia 2009 not use it
* Blue: < K600,000 p/m; Madison: < K400,000 p/m Potential users 38 452 53 321
** Blue: Must be 18-64; Madison: Must be 18-75

*** Reason no insurance: Does not need it / Someone else in the family or household has it Enablement zone: 45 802 59 370
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The frontiers can be summarised as a strand. In terms of policy
holders (assuming one policy per household) there appears to be ™™ il

some scope for growth in urban markets

Current Market Access frontiers Market
market  enablement (Head of households only) redistribution
\ zone Market development zone zone
A AL
e N ~ 7 N
Total market [ 9% [2% 79%
0.5%

Salaried urban 2[8% 38% [ 10% | 47% 18

Self employed urban 25% . 68% 4%

Rural farmers 88%

Madison

Total market [[ 7% [[1% 81%
0.5%
Salaried urban 2[8%6 35% [ 7% | 55% 1B
Self employed urban 18% . 75% 4%
Rural farmers 88%

Blue

@ Have funeral insurance O Have access but dontuse @ Dontneedit O Nottoo poor but cannot access B Too poor
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Metropolitan used cell phones for its Cover2go product

® Clickatell

Any message, anywhere,

Source: Www.cover2go.co.zd; www.metropolitan.co.za, www.clickatell.co.zd


http://www.clickatell.com/
http://www.cover2go.co.za/
http://www.metropolitan.co.za/
http://www.clickatell.co.za/
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Metropolitan’s Cover2go was a limited-period accident
plan

Who? What?

Market
segmentation Core Market- Distribu-
product ing and f
and market . tion
features education
needs
= Low income = Accident cover = Promotional = Product = R10 premiums are = Beneficiary calls
market R10 premium events held activated via paid by premium- call-centre (0860
= Commuters buys R15,000 during Easter SMS only rated SMS (R10 is COVER2GO) to
making use of cover for 30 2007* — promo = No agent deducted from the ~ make claim
public _transport days agents at taxi network and no  sender’s prepaid = Policy number as
(especially those ranks, commissions  balance or added to  well as other
going on long advertising on paid the contract bill) relevant
journeys) taxi TV, radio, * For a premium rate  documentation
posters, etc SMS of R10, the required (e.g.
revenue taken by death certificate,
the network is ID, etc.)

between R2,98 and
R4,65**, In addition
Clickatell*** also
charges for its
services

Source: Wwww.cover2go.co.zd; G Samuels — Cover2go representative; www.clickatell.co.zd

*Promotional campaigns were held over the Easter and Christmas periods

**Depends on the network and contract / package

** Costs for using Clickatell include a once off setup fee (R500 to R2000), monthly rental (R300 to R500), and messaging costs (9c¢ to
11c per incoming message) Prices as per Clickatell website


http://www.clickatell.co.za/
http://www.cover2go.co.za/

Old Mutual launched a single premium, pre-paid insurance
product in November 2007 distributed through Shoprite

Checkers

FINM

pay-when-you-can

Under 65's only

pay-when-you-can

- Family Funeral Cover

Register now and get these
immediate benefit:

~ Family Accidental Cover

* R5 000 Family Accid
* Acce:

R6.95 Top-Up buys annthe RS 000
Family Accidental Cover for you ur family.
This cover is valid for 60 d y f death due

solutions.

-
i & oLD MUTUAL e

” R oLD MUTUAL

to accidents, from the ent you top-up.

Source: Wwww.oldmutual.co.zg , AMPS 2007

B Shoprite Group’s turnover was R34.6 Billion
for FY 2007

W It has a network of 992 stores (including
Shoprite, Checkers, OK, U-Save)

W According to AMPS 2007, 17.3 million adults
(16+) purchase groceries at least once a
year at Shoprite Group stores. 43% are
unbanked, 60% are in LSMs 3 - 6


http://www.shoprite.co.za/
http://www.oldmutual.co.za/
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The Pay-when-you-can product facilitates premium
payments as and when

Who? What?

Market Core Market-

segmentation and product ing and Ei:,s:rlbu-
market needs features education
» Families in the = Family accidental = In store at = Distributed via = Pre-paid insurance. = Contact call
low income and/or funeral Shoprite / Shoprite / Starter pack and centre or OM
market (many of cover Checkers stores  Checkers stores  tops-ups sold client services
whom have » Funeral » Product not nationwide separately. Top-ups  centre (not
sporadic income) premiums of prominently = Starter pack and  can be bought at Shoprite /
between R13.95 displayed top-ups sold at  any stage Checkers)
and R129.95 money market s If no top-ups are = Documentation
afford cover of kiosks using in-  purchased for 12 submitted to
between R500 store admin months or more a client services
and R5,000 per system new starter pack is  centre (can be
life respectively = 10% fee paid to  required faxed)
for six months Shoprite / = Al client data = Claims paid into
= Cover of up to a Checkers captured in-store at  a bank account
maximum of Money Market kiosk. only
R20,000 per life Policy documents are
= Cover for policy printed at the kiosk
holder, 1 on purchase of
spouse/life starter packs and
partner and top-ups
children = Policy changes made

through client
services centre

Source: www.oldmutual.co.zd; “Pay when you can insurance” — Sowetan, 14 Nov. 2007


http://www.oldmutual.co.za/

By paying monthly, it is possible to mirror the premium / T—
benefit profile of a typical insurance product using PWYC

R500
R5S00  asaas
R500
R500
R500
R500
R500
3 R500
C
> R500
R500 R3,000 cover for R13.95 after 6 continuous
R500 monthly premiums (note: there is no grace
period and there is no lapse risk. 6-month
R500 waiting period applies to each top-up)
R500
R500
EEEREREEERERERRRREREREE

' ]
ARSERRRRRRRRRRERARARERN

Client pays R13.95 each month



If a client misses a payment, cover is reduced. If more funds are-, .,
available, cover can be increased

R2,500

R1,000

R1,000

Value

A R500

Variabl
ariable cover R500

R500 !
SRERERREEERERRRREREENER
TT3T5T7T9THlTBHlS161718192021222324

Pay R13.95 in months Pay R27.95 in month 8
1,2,4,6, and 10 Pay R67.95 in month 12
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Alternative distribution

Membership of church of religious group Time taken to travel to food or grocery store
(% members) (% take less within 60 minutes)
35% - 120% -
[0)
o 30% 29% & 100% - 98% 97%
) ) 0
E 25% { 23% £ 83%
Q 20% Q 80% - 72%
= 20% A %
3 15% o 60% -
& 15% A =)
|5 c 40% -
S 10% - S 7
a a
50/0 _ 200/0 7
00/0 T 00/0 T T T [
Total Rural Salaried Self Total Rural Salaried Self
market farmers urban employed market farmers urban  employed
urban urban

Source: FinScope Zambia 2009



In order to develop an accessible funeral product we can look to
Old Mutual’s Pay-when-you-can product. Again, we look only at
household heads as the product will provide cover for the
household

e Age

e The main member must be at least 18 years old
e Identification

e Must be able to provide at least one of the following: National Registration Card, passport or driver’s license
o Affordability

e Monthly premium is K10,000

e Itis by no means clear what an affordable premium would be. For the purposes of this analysis we have assumed a
5% affordability threshold. Thus, if the premium amounts to 5% or less of personal income it is regarded as
‘affordable’

e The individual must therefore have a personal monthly income of at least K200,000
e Regularity of income

e There is no lapse risk and premiums can be paid several months upfront, therefore sporadic income is not a
constraint

e Awareness

e Extensive radio marketing for this product

e Any person who has a radio in their household is considered to be aware of the product
e Distribution

e Distributed through any grocery store

e Must take within an hour to travel to a food/grocery store



For rural farmers, affordability and awareness are the biggest """

barriers to access. Distribution is also a significant barrier

0

Too poor Market
™| Always or often go without 138 734 redistribution
Currently has enough food zone
funeral insurance
\
|| Age
1156 591 Less than 18 308
Total market | | Does not have No ID
HH heads only u access to the Bl Does not have NRC, 47 628
product |__passport or driver’s license | 901 010
Rural farmers e 4 M;arket
an’t affor evelopment
| Personal monthly income 764 616 > zone
1156 591 <K200.000
Does not have | | N
Aol n | wareness
uneral insurance o [ et 454 978
Distribution
—| Takes > 1 hour to travel to 259 231 )
food/grocery store
Does not need the 22 943 116 647
Has access to the product * Market
— product but does enablement
not use it Potential zone
Source: FinScope Zambia 2009 Otential Users 93 904

* Reason no insurance: Does not need it / Someone else in the family or household has it



FINM

Awareness is the biggest barrier to access for the salaried urban
segment

6 862

Too poor Market
| Always or often go without 3287 redistribution
Currently has enough food zone
funeral insurance
\
|| Age 0
242 540 Less than 18
Total market | | Does not have No ID
HH heads only . access to the —1 Does not have NRC, 2 558
- product |_passport or driver’s license | 63877
Salaried urban , Market
Can't afford 15 513 N development
| Personal monthly income zone
235678 <K200.000
Does not have | | N
f i | wareness
uneral insurance o e o ol 51190
Distribution
— Takes > 1 hour to travel to 6 448 )
food/grocery store
Does not need the 39 549 168 514
Has access to the product * Market
— product but does enablement
not use it Potential 128 96 zone
Source: FinScope Zambia 2009 Otential Users >

* Reason no insurance: Does not need it / Someone else in the family or household has it



Affordability is the biggest barrier to access for the self
employed urban market segment. Awareness is also a significant
barrier

FINM

0

Too poor Market
| Always or often go without 9231 redistribution
Currently has enough food zone
funeral insurance
\
|| Age
217 330 Less than 18 778
Total market | | Does not have No ID
HH heads only . access to the —1 Does not have NRC, 2 311
product | passport or driver’s license | 93576
Self employed Market
urban Can't afford N development
217 330 | Personal monthly income 71 886 zone
<K200.000
Does not have | | N
f i | wareness
uneral insurance o [ et 49 995
Distribution
— Takes > 1 hour to travel to 5 647 )
food/grocery store
Does not need the 17 382 114 523
Has access to the product * Market
— product but does enablement
not use it Potential 97 142 zone
Source: FinScope Zambia 2009 otential USers

* Reason no insurance: Does not need it / Someone else in the family or household has it



The frontiers can be summarised as a strand. In terms of policy

holders (assuming one policy per household) there appears to be

significant scope for growth in urban markets

FINM

Access frontiers

Market Head of households onl Market
Current enablement (Head of households only) redistribution
market zone Market development zone zone
\l ~ > N - N /‘/R
Total market 21% l 64%

Salaried urban

Self employed urban

Rural farmers

Io 53%

26% 1

O!

45%

43%

8% I»

78%

12%

3
X

E Have funeral insurance

O Have access but don't use

® Don't need it

O Not too poor but cannot access

B Too poor

Source: FinScope Zambia 2009




Another easily accessible funeral product can be based on an
African Life Church-based distribution. Again, we look only at _
household heads in order to get a more realistic picture of the
addressable market

INM

e Age

e The main member must be at least 18 years old
e Identification

e Must be able to provide at least one of the following: National Registration Card, passport or driver’s license
o Affordability

e Monthly premium is K5,000

e Itis by no means clear what an affordable premium would be. For the purposes of this analysis we have assumed a
5% affordability threshold. Thus, if the premium amounts to 5% or less of personal income it is regarded as
‘affordable’

e The individual must therefore have a personal monthly income of at least K100,000
e Regularity of income

e There is no lapse risk and premiums can be paid several months upfront, therefore sporadic income is not a
constraint

e Awareness
e Workshops through churches using church-based facilitators
e Must be a member of a church or religious group
e Distribution
e Uses a church-based distribution system to sell and service the product
e Must be a member of a church or religious group



FINM

For rural farmers, church membership and affordability are the
biggest barriers to access

0
Too poor Market
™|  Always or often go without 138 734 redistribution
Currently has enough food zone
funeral insurance
a Age )
1156 591 Less than 18 308
Total market | Does not have
HH heads only i access tothe No ID
|| 911675
product Does not have NRC, passport or 47 628
Rural farmers driver’s license Market
» development
zone
1156 591 Can't afford
— Personal monthly income 639 398
Does not have | | <K100.000
funeral insurance
Awareness / Distribution
—  Not a member of church or 718 341 )
i
Does not need the 17 779 106 162
Has access to the product * Market
— product but does enablement
Source: FinScope Zambia 2009 ol Potential users 88 403 zone
* Reason no insurance: Does not need it / Someone else in the family or household has it

Note: The awareness and distribution constraints are the same for this product
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In the salaried urban market segment, church membership is by
far the most significant barrier to access

6 862
Too poor Market
N Always or often go without 3287 redistribution
Currently has enough food zone
funeral insurance
|| Age \
242 540 Less than 18 0
Total market | Does not have
HH heads only —  accesstothe M No ID
- product | Does not have NRC, passport or 2 558 193150
Salaried urban driver’s license Market
> development
235678 Can't afford Zone
— Personal monthly income 10 058
Does not have | | <K100.000
funeral insurance
Awareness / Distribution
I Not a member of church or 193 150 )
i
Does not need the 240 39 242
Has access to the product * Market
— product but does enablement
Source: FinScope Zambia 2009 T U Potential users 39 001 zone
* Reason no insurance: Does not need it / Someone else in the family or household has it

Note: The awareness and distribution constraints are the same for this product
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In the self employed urban market segment, church membership
is by far the most significant barrier to access

0
Too poor Market
N Always or often go without 9231 redistribution
Currently has enough food zone
funeral insurance
a Age )
217 330 Less than 18 778
Total market | Does not have
HH heads only . access to the u No ID
product — Does not have NRC, passport or 2 311 175 858
Self employed driver’s license Market
urban > development
217 330 Can't afford Zone
I Personal monthly income 59 559
Does not have | | <K100.000

funeral insurance

Awareness / Distribution

] Not a member of church or 168 642 )
i
Does not need the 899 32 241
Has access to the product * Market
— product but does enablement
Source: FinScope Zambia 2009 ol Potential users 31 342 Zone
* Reason no insurance: Does not need it / Someone else in the family or household has it

Note: The awareness and distribution constraints are the same for this product



The frontiers can be summarised as a strand. In terms of policy
holders (assuming one policy per household) there appears to be
some scope for growth in urban markets

FINM

Access frontiers

Market (Head of households only) Market
current - o ablement redistribution
market zone Market development zone zone

\ — " - o

Total market 9% I% 79% 10%

0

Salaried urban Io 16% 0#/0 80%

1|
Self employed urban 14% 0%0 81%

Rural farmers 8% |> 79% 12%

@ Have funeral insurance O Have access but dontuse B Dontneed it 0O Not too poor but cannot access B Too poor

Source: FinScope Zambia 2009




Discovery launched a prepaid Funeral Plan together with I

SmartCall

~ Discovery

Health - Life - Vitality

Source: fyww.SmartCallservices.co.zd; Discovery Annual Report 2006
* SmartCall was the trading name used by Smartphone SP (Pty) Ltd, a 70% subsidiary of Vodacom Group, distributing products
to prepaid customers. It is no longer a subsidiary of Vodacom — C Fleischer, SmartCall GM



http://www.smartcallservices.co.za/

FINM

The product (which has been discontinued) provided
R10,000 cover for R40 per month

Who? What?  GGRREEEEEEEEETEEEEEE

Market
segmentation Core Market- Distribu-
product ing and f
and market . tion
features education
EERS
= Targeting low = Funeral = Product = Distributed = Premiums paid = Claims handled
income market insurance marketed as through airtime by buying by Discovery Life
= Cheap, and easy = Funeral cover “Starter Pack” — dealer network Discovery claims
to access funeral ~ (R10,000 per based on the in Gauteng (plan  recharge department
insurance adult, up to prepaid airtime was to role out vouchers or = Discovery
required R10,000 per model nationally later debited from posts/fax/emails
child — in 2007) client’s airtime claims form for
dependent on balance — Online  completion
age) Billing System = Client to
" R40 per month (OBS*) system complete and
premium (~16% revenue return with other

share with MNO)  required
= Dealers earned a documents

fee (~17% (death
commission) on certificate, ID,
the recharge signed affidavits,
vouchers etc.)

Source: www.SmartCallservices.co.zd; C Fleischer (SmartCall GM)

* OBS — payment system offered by networks. Works on similar principal as debit orders from banks: client gives authorization
for MNO to make monthly deductions from account be it prepaid or contract, MNO passes on deduction and keeps share for
itself



http://www.smartcallservices.co.za/

FINM

Agenda

Payments



11% of adults have sent money to someone living elsewhere ~ ™'™"

while 14% have received money from someone

Adults who have sent or received money in the past 12 months

1 000 000 -
900 000 4 887 939
800 000 -
700 000 -
600 000 -
500 000 A

400 000 -

Number of adults

300 000 -
205 409

200 000 -

111 261 84 021 138 2

-£6 63 850 y 0858 750

Total market Salaried urban Self employed  Young educated  Rural farmers Very poor
urban

et ey 11% 29% 2% % &% 7%

17 025
3485

T 1

100 000 A
0

% of segment
received money 14% 19% 17% 22% 11% 14%

@ Sent money 0O Received money

Source: FinScope Zambia 2009
Note: The sample sizes for the Young Educated and Very Poor segments are too small to be reliable



One in ten adults have sent money to someone in the past 12
months, the most common method of transfer being friends or
family

FINM

Sent money to someone Money transfer channels
in the past 12 months (Those who have sent money)
(Adults 16+)

Friends/family 41%
Swift Cash
Post Office

Other

Bank Transfer

5691 211 696 674 Pay into bank
89% 11% account

Bus/taxi

Western Union

Cellphone top up | 2%

Money Gram || 1%

. Transfer by
. celphone(Xapt)

O Have not sent money @ Sent money 0.1%

0% 35% 70%
% of segment

Source: FinScope Zambia 2009



The salaried urban mostly make use of Swift Cash when sending

money, while for rural farmers the most common method is vid ™"

friends or family

Money transfer channels
(Those who have sent money)

Salaried urban Self employed urban Rural farmers
Size of segment (111,261) (84,021) (138,279)

_h 7%

Swift Cash 47%

Pay into bank account

Friends/family 31% N 72%
Bank Transfer
Post Office I 11%

Western Union

Bus/taxi L3%
Other 6%
Celphone top up

Money Gram

Transfer by cellphone (Xapit)

0% 25% 50% 75% 0% 25% 50% 75% 0% 25% 50% 75%

% of segment
Source: FinScope Zambia 2009



One in seven adults say they have received money from
someone in the past 12 months. The method most commonly
used to transfer this money is via friends and family

FINM

Received money from someone

in the past 12 months
(Adults 16+)

887 939
5499 945 14%

86%

O Have not received money
@ Received money

Source: FinScope Zambia 2009

Money transfer channels
(Those who have received money)

- Friends/famiy —300/0

Swift Cash [ 17%

Post Office [ 9%

Into bank o
account - 9%

Western Union [l 6%

Other [] 5%

Transfer by
cellphone(Xapit)

2%

Money gram || 1%

Bus/Taxi ||0.7%

0% 35% 70%

% of segment




11% of rural farmers receive money. For the salaried urban and
self employed urban these figures are 19% and 17% respectively.
Rural farmers have a lower sending and receiving rate than both

the urban segments

FINM

Money transfer channels
(Those who have received money)

Salaried urban Self employed urban Rural farmers
Size of segment (72 076) (63 850) (205 409)
I D e 26% et B
account | 1 |
swift Cash (I 23% 7% I 13%
Western Union [ 14% 7% Wl 2%
Friends/family |I 12% 2% I 47 %
Post Office [ 5% I 114% I 5%
Other 2% Il 6%
Transfer by | | ]
49% 2%
cellphone(Xapit) | _. ° i °
Money gram 1%
Bus/Taxi F 1%
0% 25% 50% 0% 25% 50% 0% 25% 50%

% of segment
Source: FinScope Zambia 2009



The salaried and self-employed urban represent a larger
proportion of those who have sent money in the past 12 months
than those who have received money during the same period

FINM

Market segment of adults who have sent or received money in past 12 months

Total market 3391
Received money 471
Sent money 3 336
0% 20% 40% 60% 80% 100%

Thousand adults

@ Salaried urban O Self employed urban B Young educated ™ Rural farmers @ Very poor O Other

Source: FinScope Zambia 2009
Note: This chart excludes those adults who do not belona to one of the assianed seaments



A bigger proportion of individuals who have sent money have had
some post-secondary education compared to those who have

received money

FINM

Highest level of education

Total market

Size of segment

Any tertiary

Secondary school completed

Some secondary school

Primary school completed

Some Primary school

No formal education

L]

(6 387 885)

7%

11%

26%

16%

31%

8%

|

0%

Source: FinScope Zambia 2009

10% 20% 30% 40%

Sent money
(696 674)

29%

17%

27%

9%

17%

] 1%

Received money
(887 939)

|

15%

16%

33%

10%

19%

1 |
2
EX

0% 10% 20% 30%

% of segment

40% 0%

10% 20% 30% 40%
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As expected, a larger proportion of adults who have a higher
personal income are those who send more money

Personal monthly income

Total market Sent money Received money
Size of segment (6 387 885) (696 6/4) (887 939)
Refuse to answer H1%
K10,000+ B1%
K5,000 - K10,000 —14%
K1,000 - K5,000 | 125%
K800 - K1,000 3%
) K600- K800 3%
S K400 - K600 | —T1
Pt K300 - K400 5%
S K200 - K300 7%
S K150 - K200 4%
K100 - K150 3%
K50 - K100 ——15%
<K50 =14%
No income _:I 1%
Not Applicable 24% =—10%
Uncertain / Don't know 23% ] 117%
0% 10% 20% 30% 0% 10% 20% 30% 0% 10% 20% 30%

%o of segment
Source: FinScope Zambia 2009



There is a higher penetration of cell phone technology for those ©'™"

that have sent money in the past 12 months

Access and usage of cell phone technology

Total market Sent money Received money

Personally
have prepaid
or contract
celphone

55%

40% 72%

Household
owns
celphone

53% 81% 70%

Use a
celphone at
least once a

week

65% 90% 80%

Have access
toa
cellphone

70% 92% 83%

0% 25, 50% 75% 100% 0% 25% 50% 75% 100% 0% 25% 50% 75% 100%

% of segment
Source: FinScope Zambia 2009



163
It appears that senders of money are more open to adopting new'”'“"“('@yKT
technology

Perceptions of technology

Total market:

You are prepared to learn how to use
new technology

You would like to use your cellphone
to transfer money if you could

Sent money:

You are prepared to learn how to use
new technology

You would like to use your cellphone 48% _

to transfer money if you could

Received money:

You are prepared to learn how to use

(o)
new technology A

You would like to use your cellphone
to transfer money if you could

0% 20% 40% 60% 80% 100%
% of segment

B True O Not true B Don't know

Source: FinScope Zambia 2009



Family members dominate the recipient list

FINM

60%

50%

40%

30%

20%

10%

0%

To whom have you sent money to in the past year?
(Those who have sent money)

| 48% 48%

Total market Salaried urban Self employed urban Rural farmers
@ Other family member O Parent ® Child
B Spouse O Friend B Other
@ School, college or university O Someone you borrowed from B To a business

Source: FinScope Zambia 2009



A sizeable proportion of those who send money do so regularly '™

although the majority seem to send money infrequently

Frequency of sending money
(Those who have sent money, Thousands)

Spouse | 6
Parent 49
Child | 37 -
Other family member _ 142
O‘I’/o 20I% 40I% 60I% 80I% 10(I)%

@ Weekly O Fortnightly @ Monthly B Seasonally O Once a year W Other

Source: FinScope Zambia 2009




Most payments appear to be relatively large. Is this a function of
the cost of sending money - or the availability of funds at certain
times of the year

FINM

Amount sent the last time sent money
(Those who have sent money, Thousands)

0% 20% 40% 60% 80% 100%

N
=

Parent

Child

Other family member

B

@ K50 000 or less 0O K50 001-K100 000 m K10 0001-K200 000 m K200 001-K300 000
0 K300 001-K500 000 m K500 001-K1m @ More than K1m O Cannot remember

Source: FinScope Zambia 2009




While it may be possible for people to send and receive money
using their bank accounts, this is not as widely acknowledged as~N™m
an advantage of having a bank account as keeping money safe

Advantages of having a bank account

100% - (Banked)
80% 4 77% 78% 75%
69%

o 60% -
8
[=
Q
(8]
|
&  40% -

20% -

00/0 T T T |

Total market Salaried urban Self-employed urban Rural farmers
B Money is safe from theft O Easy way of receiving money from others
@ Safe way of receiving money from others O Easy way of sending money to others
B Safe way of sending money to others

Source: FinScope Zambia 2009



The Access Frontier Methodology enables an identification and
quantification of access barriers. It segments those who do not Finm
yet use a product into various market zones

Market
Currently has / arnet |
| uses the product B Too poor redlsztgl:éltlon
Does not have \
—  access to the Excluded by
Total market | product design
Market
> development
zone
] Excluded by
default
| | Does not have/ | | J

use the product

\

| Does not want the

product
Has access to the
- Market
. pro%%cttut;lét ittioes > enablement
zone
—  Potential users
J

Source: Based on a paper entitled “"The Access Frontier as an Approach and Tool in Making Markets Work for the Poor” by David Porteous
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This presentation uses the FinScope data to explore accessto  7'NMARN@FUST

the money transfer service by Mobile Transactions

\

@mabile

Brief m Over the counter money transfer service. The sender goes to a participating agent and gives over
the money to be sent (incl. the fee). The recipient goes to their nearest agent with their NRC in

description

order to receive it. Cell phones are used to communicate any information between the users.

Fees and transfer B The bands are as following: K50 — K50,000 (fee K5,000), K50,001 — K150,000 (K10,000),
amounts K150,001 — K275,000 (K20,000), K275,001 — K475,000 (K30,000), K475,001 — K1,000,000

(K40,000), K1,000,001 - K3,000,000 (K50,000). Send a maximum of K3 million a day.
Documentation B The only documentation that is required to send and receive money is the NRC or other form of
required identification, such as passport or driver’s license. No registration is required.

Send money Receive money

. Go to local agent with cash(incl. fee) & NRC . Go to local agent with NRC

. Give agent money, NRC & confirm . The recipient needs to know the ref.
destination town. Cell phone numbers are number, amount sent & the pin.
optional. . Enter in pin when prompted.

. Enter in a 4 digit pin . Receive money and receipt.

. Collect receipt from agent with ref. number

. A confirmation SMS will be sent to sender &
recipient if cell phone numbers provided.

. Send the recipient the pin and ref. number.

. On collection sender receives SMS.

How money is
sent/received

B There are over 150 agent locations across Zambia.
Agent location




FINM

A more detailed look at the fee structure

Fee as a percentage of Fee as a percentage of higher
Value band lower threshold threshold
Band 1 10000% 10%
Band 2 20% 7%
Band 3 13% 7%
Band 4 11% 6%
Band 5 8% 4%

Band 6 5% 2%




The following constraints are used to construct the frontier.
Note there is no current market (an individual is not bound by Finm
another money transfer service) nor a redistribution zone

* Affordability
e Ttis difficult to know up to what percentage of the transfer amount an individual is willing to or even can afford

e For the purposes of this analysis, an individual cannot use this service if he or she has ho money to send. That is,
often or always go without a cash income

e The receiver does not have this constraint

e Awareness

e An individual is considered to lack knowledge of this service if the individual did not read newspapers or magazines,
listen to radio, or watch television in the last month

e The receiver does not have this constraint as the sender should let them know when, where and how to collect

* Physical access

e Both the sender and receiver must go to a participating agent in order to send or collect their money. There are over
150 agent locations across Zambia

o If the individual lives more than an hour from their nearest financial institution or post office, they are considered to
be constrained.
e Identification
e In order to send and receive money using this service, an individual must be able to provide a National Registration
Card, passport or driver’s license as proof of identity
e Communication

e There needs to be some form of communication between both the sender and receiver in order to have necessary
information (amount sent, pin and reference number).

e An individual is considered to have access to communications if they live within an hour of a post office or have
access to a cell phone, home or public phone, the internet or email

Source: FinScope Zambia 2009
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Mobile Transactions access frontier

Sender Recipient

Can't afford \
Often or always go 1,804,231
without cash income

No physical access <--- 2,514,232 --->

Does not have
access to the
product Awareness Market

No media activities in 1,766,892 development
past month zone

6,387,885

No communication
channel*

<--- 1,213,683 --->

Total market

No ID
No NRC, passportor | <--- 962,462 --->
drivers license j

Market development zone 4,171,351 3,193,642

Have access and do
send or receive 676,119 878,251
Has access to the money Market
pro_duct enablement
(potential users) Have access but do zone
not send or receive 1,540,414 2,315,992
money )

Source: FinScope Zambia 2009 Market enablement zone 2,216,533 3,194,243

*An adult is considered to have a communication channel if they live within an hour of a post office or have access to a cell phone, home or public phone, the
internet or email.



The frontiers can be summarised as a strand. There appears to
be scope for growth and improvement from both the FINM
perspective of recipients and senders

Access frontiers
(Adults 16+, Thousands)

Market enablement zone Market development zone
A A

Sender 1 540

Recipient 2 316

0% 20% 40% 60% 80% 100%

@ Have access and do send/receive money O Have access but don’t send/receive money
® Cannot access

Source: FinScope Zambia 2009



In order to develop an innovative product, it would ideal for the
physical access constraint to be reduced, not restricting access
only to those near a Mobile Transactions agent. 83% of adults
live within an hour of a grocery store

FINM

Time taken to nearest food and grocery store

Total market Sent money Received money
Don't know/ NA —iZ% _ 1%

Over a day _ 1% | 0%

Up to a day _ 1% _ 1%
Over 1 hour _ _

31-60 mins

21-30 mins

11-20 mins

0-10 mins 51% 48%

O‘I’/o 20I°/o 40I°/o 60I°/0 Ofl’/o 20I% 4OI% 6OI% O‘I’/o 20'% 40I% 60I%

% of segment
Source: FinScope Zambia 2009



43% of adults in Zambia live within 60 minutes of the nearest FinM

financial institution

Time taken to nearest financial institution

Total market

—— B

Overaday [1%

Uptoaday [[1%

Over 1 hour 19%
31-60 mins 14%
21-30 mins 9%
11-20 mins 10%

0-10 mins 11%

0% 20% 40% 60%

Source: FinScope Zambia 2009
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57% live within half an hour of a post office

Time taken to nearest post office
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Access to communication technology is also critical

Access to technology

(Adults 16+)
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In order to develop an innovative payment service, several
changes have been made to the frontier. Note there is still no
current market (an individual is not bound by another money
transfer service) nor is there a redistribution zone

o Affordability
e This constraint remains the same
e Ideally product pricing should be a percentage of the amount transferred

e Awareness
¢ This constraint has been removed given the wide footprint
e This is thought to be a ‘non-binding” constraint and has been removed

 Physical access
e As it stands, if the individual does not have a participating agent in their home district, they cannot use this service

e However, if this payment service were to be offered in a greater number of locations frequented by adults this would
substantially improve access

e An individual would therefore have physical access if they live within an hour of either a financial institution,
food/grocery store or post office.
* Identification
¢ This constraint remains the same
e In order to send and receive money using this service, an individual must be able to provide a National Registration
Card, passport or driver’s license as proof of identity
e Communication
e This constraint remains the same

e There needs to be some form of communication between both the sender and receiver in order to have necessary
information (amount sent, pin and reference number).

e Anindividual is considered to have access to communications if they live within an hour of a post office or have
access to a cell phone, home or public phone, the internet or email

FINM
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Ideal product access frontier

FINM

6,387,885

Can't afford
Often or always go
without cash income

Does not have
access to the
product

No physical access

Total market

Source: FinScope Zambia 2009
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*An adult is considered to have a communication channel if they live within an hour of a post office or have access to a cell phone, home or public phone, the

internet or email.



The new frontiers can be summarised as a strand. There
appears to be a higher scope for growth and improvement FINM
from both the perspective of recipients and senders

Access frontiers
(Adults 16+, Thousands)
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Source: FinScope Zambia 2009
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The importance of verticals Multiple devices Strategic partnerships within a
Industry specific payment solutions Adoption of new network and the importance of
tha}t become ubiquitous: devices relationships
"Diner’s Club Alignment across But who captures the customer?

=American Express
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=Healthbridge (Pocit)
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Thank you

Making financial markets work for the poor



