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This report summarizes the Global Partnership for Financial Inclusion (GPFD)
activities from December 2017 to November 2018. It presents the main
achievements under the Argentina’'s Presidency and describes the outlook
into the start of the Japanese Presidency.

The report is structured as follows:

I Recommendations to the G20 Leaders
T GPFI Priorities in 2018
T Work undertaken, achievements and prospects
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G20 Financial Inclusion Policy Guide

Regulation and Standard Setting Bodies Subgroup

Markets and Payment Systems Subgroup

SME Finance Subgroup

Financial Consumer Protection and Financial Literacy Subgroup
GPFI streamlining process

G20 Roadmap: A Summary of Voluntary Actions for Progressing
Towards the Sustainable and Responsible Financial Inclusion of

Forcibly Displaced Persons.

1 List of GPFI Documents in 2018



Recommendations to Leaders

)l

To encourage policymakers in both G20 and non-G20 countries to use
the G20 Financial Inclusion Policy Guide when developing,
implementing and evaluating financial inclusion strategies, plans and
programmes. Specially, when intending to use digital financial services.
To take actions to harness digitisation to financially include those
individuals and MSMEs operating in the informal economy.

To further implement the G20 High-Level Principles for Digital Financial
Inclusion, in particular through promoting the G20 Financial Inclusion
Policy Guide, peer exchange and the sharing of good practices.

To highlight the gender dimension in financial inclusion and incentivise
the gender-disaggregated data collection.

To lift the development of a safe and efficient system of digital
customer identification and verification and to encourage the
achievement of greater international coordination on digital on-
boarding policies.

To encourage the FSB and the relevant SSBs to advance dialogue on
issues related to the supervision and oversight of the fast-changing
landscape of digital financial inclusion and recognise continued
progress on enhancing collaboration, coordination and information
sharing among SSBs on crosscutting issues of relevance to financial
inclusion in the work of multiple SSBs and other global bodies.

To highlight the importance of developing an interoperable payments
infrastructure and creating incentives for consumers to use and
retailers accept of digital payments.

To reaffirm the need for continued action to reduce the cost of sending
remittances, while ensuring the quality of remittance services and their
impact on local economic development.

To encourage the GPFI to support the implementation of the Financial
Stability Board’s action plan on correspondent banking by monitoring
the recommendations on “the use of innovation in the remittances
sector’.

To encourage the responsible use of alternative data in credit
reporting.

To encourage the identification of the risks for consumers and raise
awareness of using digital financial services.

To recognise actions in the Roadmap on financial inclusion of Forcibly
Displaced Persons to expand access to and usage of appropriate
financial services for this vulnerable group.
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T To encourage the GPFI to streamline its work program and structure
so it continues to support economic growth, financial stability and
reducing inequality.



GPFI1 2018 Priorities

Argentina’s Presidency theme has been "building consensus for fair and
sustainable growth"”. In this context, Argentina’s main priority for the GPFI for
2018 has been the interaction between digitisation and informality. By
boosting the access and use of formal financial services by unserved and
underserved individuals and MSMEs by means of digitisation, financial
inclusion is paramount to this goal.

Access to and use of financial services plays a critical role in supporting
inclusive and sustainable development. Despite remarkable progress in the
financial inclusion agenda, there is still @ gap Iin access, use, and quality.
Access to and use of financial services is affected by the interplay of
demand-side and supply-side factors. Demand constraints such as income
insufficiency, poor education and financial illiteracy, and supply constraints
such as distance and high costs due to an underdeveloped payments
infrastructure are important determinants of financial exclusion. This gap is
more prominent when disaggregated by gender. As a result, many individuals
and firms have no safe and reliable way to save, invest, make payments and
insure against risk. This has negative repercussions for livelihood,
productivity, growth and inequality.

Informality, understood as “all economic activities by workers and economic
units that are in law or in practice not covered or insufficiently covered by
formal arrangements”, is an important demand constraint to financial
inclusion. Households and small businesses in the informal economy find it
particularly difficult to access and use formal financial services. Additionally,
financial exclusion of both individuals and MSMEs is more widespread in
countries where the size of the informal economy is greater.

Digitisation, or the adoption of digital technologies and approaches, offers
the potential to enable broad-based financial inclusion especially the one
driven by informality. The increasing adoption of digital technologies and
approaches, together with effective supervision, can expand the scale, scope
and reach of financial services, closing the remaining gaps in financial
inclusion, especially those associated with informality. Digitisation offers an
easy-to-implement opportunity to address the eligibility, affordability and
physical barriers to formal financial access, facilitating the introduction of new
products and services, and improving the information environment. To
leverage the potential value of digitisation in the informal economy,
widespread mobile connectivity and ownership are important preconditions
to reap the benefits.
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In this sense, Argentina has developed a G20 Financial Inclusion Policy Guide
to assist regulators and policymakers to harness digitisation to financially
include those individuals and MSMEs in the informal economy. To do so, it has
focused on four key enablers:

Digital on-boarding.

Digital payments infrastructure.

Use of alternative data for credit reporting.

Financial consumer protection, financial literacy and data protection.

RIS

Digitisation is not a means to formalisation, yet access to formal financial
services can contribute to reduce informality in the long run. Access to formal
financial services can increase the credibility of constrained individuals and
firms, helping them overcome the entry cost into the formal sector. It can also
boost productivity, reducing the opportunistic informality and the number of
individuals and MSMEs that choose to produce and trade in the informal
sector. However, informality remains a complex issue that requires policy
action on several fronts, such as in the areas of institutional development and
employment regulations.
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Work undertaken, achievements and prospects
G20 Financial Inclusion Policy Guide

The final output of the work for 2018 was a the G20 Financial Inclusion Policy
Guide, which integrated the work of each of the GPFI Subgroups into a
unified deliverable on which policymakers in G20 and non-G20 countries can
rely to advance financial inclusion. In addition, a number of actors outside the
government may play an important role in delivering digital financial services
to the informal sector, including civil society organizations, professional
associations and the broad private sector. Concerted efforts by the public
and the private sector are therefore critical to capture the opportunity
offered by digitisation.

The G20 Financial Inclusion Policy Guide outlines a set of key non-binding
policies to financially include individuals and firms in the informal economy by
means of digitisation. It brings together evidence and consensus-based policy
recommendations and guidance on four policy areas. These areas are
deemed important to the fair and affordable inclusion of individuals and
MSMEs operating in the informal economy into the formal financial sector.
These areas include:

A. Digital on-boarding.

B. Digital payments infrastructure.

C. Use of alternative data for credit reporting.
D

. Financial consumer protection, financial literacy, and data
protection.

The G20 Financial Inclusion Policy Guide suggests key policy measures that
could be considered in applicable national financial inclusion strategies and
country level actions aiming at financial inclusion, always taking into account
country contexts and national circumstances. It includes key building blocks
which need not be implemented in sequence, providing flexibility and an
opportunity to be used as a check list, if desired. While the G20 Financial
Inclusion Policy Guide is gender-neutral, policymakers and stakeholders are
encouraged to have regard to any particular barrier to women’s financial
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inclusion when implementing the recommendations included in this
document.

All the policy areas of the G20 Financial Inclusion Policy Guide are being
piloted and implemented in both G20 and non-G20 countries in Latin
America, Africa, Asia and the European Union with the collaboration and
involvement of the GPFI Implementing Partners. It is expected that these
pilots continue in 2019.

Regulation and Standard Setting Bodies Subgroup

Pursuant to Action Area 3 of the 2017 FIAP, one focus of the work of the
Regulation and Standard Setting Bodies Subgroup was the development of
input to the G20 Financial Inclusion Policy Guide to advance digital on-
boarding systems while complying with customer due diligence requirements
(and related requirements pertaining to combating money laundering and
terrorist financing) across countries. This work was intended to help advance
the implementation of Principle 7 of the G20 High-Level-Principles for-Digital
Financial Inclusion (“Facilitate Customer Identification for Digital Financial
Services”), which calls for the development of a safe and efficient system of
digital customer identification and verification. Argentina expects that this
work will also contribute toward achieving greater international coordination
on digital on-boarding policies. This work built upon the work of the Chinese
and German G20 Presidencies.

Additionally, the GPFI Subgroup on Regulation and SSBs continued working
on Action Area 3 of the 2017 FIAP, which calls for the GPFI | NG
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