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- Mobile Money: Terminology.

* The term mobile money is used in many
different contexts.

* From the Literature, mobile money is used as an
umbrella term, which defines an ecosystem, that
includes various financial activities transacted
via a mobile device.

 The ecosystem, as shown in Figure 1, consists of,

Mobile Banking, Mobile Payments and Mobile
Commerce.



- Mobile Money Ecosystem

Mobile Banking: The management of
a bank account through a mobile Mobile
connection to transact , access account
information, paying bills, direct
transfer ... etc. The term m-Banking 1s
used to mean Mobile Money.

Banking

Mobile Commerce: The
buying and selling of

M obile goods and services
through a mobile device.
Money

Mobile Payments:

refers to payment
services operated Mobile Mobile

under financial Payments Commerce
regulation and
performed from or via
a mobile device.

Figure 1: Mobile Money Ecosystem

September 8, 2016 MM&DFS: Challenges & Opportunity



- Which Business Model to adopt?

* Three main business models have emerged,
depending on regulatory regime, culture, and
population size:

1. Bank centric

2. Mobile operator-led (MNO-centric model) or
non-bank-based

3. Partnership or through a THIRD PARTY.
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- Empircal Findings ....

* From collected data, the World Bank showed
where each model is more likely to occur and
depicted that in the figure below:

September 8, 2016 MM&DFS: Challenges & Opportunity



Mobile Money Demand C‘y—— Developing Countries

with demand for low
speed low cost
3 Developed Countries
=3 . . 3
. with demand for high s
L8 lucis speed high Volume 53
25 : 25
. o= . =)
K= E E E
f~ United Stat °
é E ni es _E _‘f_
= E £ =
e 52
= Thailand ' -
= | R e T
------- S i e
Inw Developing economies ' Developed economies
low ; Level of infrastructure i high
i development i
ALTERNATIVE : :
INFRASTRUCTURE : TRANSITION PHASE : COLLABORATION
PLAYERS Mobile network i Banks i Multiple partners
operators ' :
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Black curve: MM demand for developing countries with demand
migrating from low speed, low cost to high speed, high volume (Red) and
increasing competition from banks and financial institutions.
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In 2015, The State of the Mobile Money
Industry showed:?
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available in
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Digital Financial Services and Financial Inclusion

More adults have an account [with a financial institution or mobile money

service) now than three years ago.

1% ¥

of the world’s adult BILLION
population had UNBANKED
an account
2011

62% &

of the world's adult BILLION
population have UNBANKED
an account

1.6 billion have a
mobile phone

2014
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Financial
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Bank
(Financial
Institution)

Partnership
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Ecosystemes.
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 The main partners in the Ecosystem of MM are:

— the Bank (Financial institutions),

— The Telecom Operator (MNOs providing

Communication ¢

— Two Regulators: t

nannels), and the

ne Financial Regulator (FR) and the

Telecom Regulator (TR) together with

— A third part, the Agent Network Managers (ANM),
who have the reach to the customers through
managing a group of agents distributed
geographically covering all Populated areas.



* One challenge that is seen from the diagram, we
can see clearly that there is a need for some
kind of coordination between the two
regulators.

* Asecond issue is related to the Agents Network
Managers (ANM) who are, currently, serving,
with MNOs (as Distributors) and some of the FRs
consider to regulate their activities.

* Already som of the TR are regulating the
activities of the ANMs.



° Benefits.

 Both MNOs and Banks are looking for

JHigh volume of transactions with low margin.
As side effects:

d MNOs are looking for increasing average revenue per
customer and reducing customer churn

dBanks are expecting to expand their customer base to
include lower segments of the populations (Financial
Inclusion)
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> Benefits..

* Both sides REGULATORS are looking for:

Mitigating any risk associated with the service.
dProtecting the customers.

dPromoting financial inclusion.
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- Revenues...

* Revenue is generated primarily from transaction
fees (customer fees), and commissions paid by
companies that use the channel to sell services
or distribute payments (Business Fees).

* Revenues generated by mobile money [2] grew
by 40.3% Compound Annual growth (CAGR) in
the year leading up to June 2015.




- Revenues...

* For MNOs, MM is representing a significant part
of their revenue as compared to 2014.

* In 2015, more than 70% of MNO-led mobile
money services reported earning more than 1%
of total revenues from mobile money, compared

to 50% the previous year.




- Revenues...

° |tis estimated that more than 25% of the MNO-

led MM deployments reported earning more
than 10% of total revenues.

* MM is growing in becoming more significant in
terms of revenue more than VAS (Value Added
services) which contribute between 2%-5%

(sometime up to 8%) of the total revenue of an
MNO.



_ Revenues...

 Most (Almost 76.5%) of MNOs still derive most
of their revenues from customer fees.

* However, a diversion in the source of revenue is
needed to make business fees as the major
source of revenues (Fees paid as a result of
providing a service to a business such as Bill
Payment).




- Revenues...

* Agents’ share is coming from commissions
which continue to represent the biggest cost
category in the arrangement.

* |n 2015, the top 10 mobile money (MM)
providers (ranked by 90-day active accounts)

paid out on average 54.4% of revenues as agent
commissions [2].



- MM Investment and Profitability.

* |[n a study carried out by the GSMA [5] it was
estimated that MNOs should expect to invest six
to eight times the revenue units generated by
mobile money in the start-up phase.

* During the early stages, the indirect revenue
remain the driving motive for MNOs to continue
investing in this activity until it reaches a mature
stage.

* Modest positive margins can be expected, only
when approximately 15% of an MNQO’s GSM
base become active mobile money customers.



- MM Investment and Profitability.

* Healthy Profit margin (more than 20%), making
MM compete with the GSM business main
revenue, can be expected in a mature,
ecosystem-based deployment.
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- Effect of Regulation on Revenue Generation.

 The Regulation of float income, or revenue
earned on outstanding e-money liabilities, can

affect the overall business case for mobile
money [6].

e Restrictions on how revenues from float can be
utilised can impact the overall profitability.

* Partner (Bank or MNO) (Bank or MNO) that
drives the payment service business must be
given sufficient control to maximize its benefit.



- Effect of Regulation on Revenue Generation.

* Regulation or Partnership arrangement should
allow the Payment Service Provider (PSP) (Bank
or MNO) to generate revenue from customer
account balances.

* Regulators can look at this in a siilar manner to
Bank deposits and make the arrangement to
mitiagate any risk as a result of this.



- Conflicting Interests.

* Duplicate implementation of MFS by Banks and
MNOs should be avoided to compete against
each other, especially that if the MNO provide

the communication channels.

* Aclose control over the Agents Network
Managers (ANM) is needed to allow the Banks
to utilize the agent channel to deliver banking

services to clients.



- Conflicting Interests.

* Onone hand, in order for MNOs to generate
business revenue, they may need to control much of
the MFES channel.

* On the other hand, banks tend to make
communication channel available on multiple
mobile networks, whickirearresdermine the MNOSs’
ability to generate core revenues.

* Moreover, bank-led MM implementations will
typically charge the MNOs commissions for airtime
sales.

 Therefore, MNOs may have significantly less to gain
from a bank or PSP-led MFS implementation.
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