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Concept and Characteristics of Digital Financial Inclusion

O Digital Financial Inclusion refers to the provision of equal, effective, comprehensive and convenient
financial services and products for all social strata, especially those under the coverage of the

existing financial system, on the premise of controllable cost and sustainable mode, with all kinds of
digital technologies as the realization conditions.

Characteristics

I Key service objects > 1.Wider coverage: DFI has the capability to break the geographical

restrictions of financial institutions, thus providing users with a wide
variety of undifferentiated financial products and services and increasing
Its reach to counties, villages and communities living in remote areas.,

Small and micro enterprises,
Farmers

Low-income people > 2. Low cost of service: Reduce the marginal cost of new customers by

The poor replacing outlets and manual input with digital technology.
The disabled > ¢Leveraging the commonality in clients: The new business form
The elderly created by new technology, the ways and opportunities for ordinary

. users to participate in financial activities.
Other special groups.
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G20 High-Level Principles for Digital Financial Inclusion

O At the G20 Summit, the G20 High-Level Principles for Digital Financial Inclusion was officially
announced. This principle consists of eight principles and 66 action suggestions, aiming at
urging G20 countries to take action to achieve the inclusive finance goals by digital methods.

PRINCIPLE 5

PRINCIPLE 1

Promote a Digital Approach to Establish Responsible Digital Financial
Financial Inclusion Practices to Protect Consumers
Balance Innovation and Risk to Achieve Strengthen Digital and Financial Literacy
Digital Financial Inclusion and Awareness

Provide an Enabling and Proportionate Legal Facilitate Customer Identifi cation for
and Regulatory Framework for Digital Digital Financial Services
r: 1 Inclusi

Expand the Digital Financial Services Track Digital Financial Inclusion Progress

Infrastructure Ecosystem
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G20 Financial Inclusion Indicators

OAt the G20 Hangzhou Summit, the member countries of inclusive finance Global Partnership (GPFI),
implementing partner organizations and partner organizations launched the upgraded version of G20
Financial Inclusion Indicators.

USAGE INDICATORS: ACCESS INDICATORS: PHYSICAL ~ 2-ALITY INDICATORS: QUALITY INDICATORS: QUALITY

USAGE INDICATORS: ADULTS FINANCIAL LITERACY MARKET CONDUCT AND INDICATORS:

ENTERPRISES POINTS OF SERVICE AND CAPABILITY CONSUMER PROTECTION  BARRIERS TO USE

Adults with an account Formally banked enterprises Points of service Financial Knowledge Disclosure Requirements Credit Barriers

Enterprises with outstanding

Number of accounts loan or line of credit at Debit card ownership Financial Behaviour Disclosure Requirements
regulated institutions
Adults with credit at regulated Digital payments to or from

C . Enterprise points of service
Institutions enterprises

Interoperability of Points of

Adults with insurance :
Service

Cashless transactions

Adults using digital payments

Payment using a mobile phone or
the internet (from an account)

Payment using a mobile phone

Payment using a bank card

Payment using account
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Four Elements of Digital Financial Inclusion

Digital Financial Inclusion emphasizes the
iInclusiveness of its clients, requires that
financial services should benefit all people,
and focuses on the realization of financial
service rights of vulnerable groups.

Comprehensiveness

Digital Financial Inclusion requires to provide
rich types of financial products to provide
more comprehensive and undifferentiated
financial services for the public.

Convenience

Digital Financial Inclusion needs to reflect the
convenience of financial services, so that the
public can enjoy financial services more
quickly and conveniently.

Persistence

Digital Financial Inclusion emphasizes the
sustainablility of the business model, that is,
on the premise of affordable cost, financial
services will benefit the public.
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Digital Financial Inclusion Development System

Policy
Support

Under
Operating
Mechanism

Basic
Requirements to
Fundamental
Enabler

Central Government
Local government
regulatory Agencies

Subject to Main EU5i"|E‘5595 Object to End users
A Digita
Institutions Payment Disadvantaged
Financial Internet Groups
Institutions Lending
JR Farmers
nline
“‘:T_ Investment Mi
Enterprises e
Internet Enterprises
""" Insurance

Digital conditions to
Digital infrastructure]

Policy and Social Conditions

Intelligent Terminal

Credit System

Internet

Consumer Protection

and Education

Digital Technology

Data Governance
and Protection
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Policy conditions provide important institutional guarantee for China’ s DFI

. g The first national The first international Digital technology Inclusive finance
Inc:‘uz;\;?ofrl‘gflgfg’lcoeecame strategic plan ~_ high-level guiding  helpsinclusive @~~~ becamethe DFII foc:lsle > <:n
gy- document finon o development focus. ~ Fural revitalization

Decision of the Central The State Councll Hangzhou G20 Summit Opinions on Further Not only the Inclusive Xi emphasized that
Committee of the iccued the “Inclusive released the Advanced Deepening the Financial finance's five-year plan ofi solving the problems
Communist Party of China oni . finance Development ~ Principles of G20 Digital ESerV/'ces omea//and/\///'croE China, but also the concerning  agriculture,
Comprehensl've/yDeepen/ngE Plan (2016-2020)", inclusive finance, which iEm‘erpr/'sesproposed to closing year of the three- ural areas and farmers
the Reform of Some Major Hich b the firct encouraged G20 countries Eimprove the availability of year fight against poverty,i should be the top
/ssues officially and explicitly WIIEN DECAME TE TS to take action to achieve ifinancial services by meansi and inclusive finance has priority of the whole

put forward "developing national development

. | o - inclusive finance goals by - of modern financial | become a key 5 party.
inclusive finance”. = plan of inclusive flnancei - digital methods. technology.., | development area. '

In China.
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Digital conditions provide strong technical support for China’ s DFI

China's mobile phone penetration rate exceeds

China's Internet penetration rate exceeds 70%
the global average

150 i i Unit: 10,000 Unit:%
112.2 113.9 o 74.6
-~ ; ; 100000 . 30
100 h 82.5 4 6 — co000 603 628 o B 17108 —— 8285 -
: 61758
o t 60000 40
22.1 20.6 18 3 15 13 8 13 40000 a1 . , 31
. - . - - . 20000 <0
’ 0 )
2010 2012 2014 2016 2018 2020 2013 2014 2015 2016 2017 2018
~Fixed line penetration(left axis) mNumber of netizens (tens of thousands) Internet penetration (%)
-Mobile phone penetrati()n(right axis) ~Internet penetration rate in rural areas (%)

rural areas and cities realized "the same network Technology promotes the digital

transformation of the financial industry

and the same speed”

100% The new generation of digital technologies is
s0%  72.7% 74.6% 758% 76.5% 76.4% 73-8% 78.3% booming and has accelerated the digital
60% 16 9g  523% 55:9% 09.2% transformation. of the. fir)angial ipdustry. Big data,
a0, 36.5% 384% 398% —— cloud computing, artificial intelligence and block
509, chain has developed rapidly, pushing the financial
2018.6 2018.12 2019.6 2020.3 2020.6 2020.12 2021.6 industry to improve efficiency, reduce costs and
—Urban Internet penetration = —Rural Internet penetration continuously innovate.
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Social and economic conditions provide development environment for

China’ s DFI

1. The potential users of digital inclusive finance have huge demand

* The number of middle and low-income people, small and
micro enterprises and individual industrial and commercial
households in China is still large.

v According to World Bank standards, there are about 840
million low-and middle-income people in China.

v According to the PBC, there are about 90 million small
and micro enterprises and individual industrial and
commercial households in China.

2. a multi-level credit information service system has been set up

* By the end of 2020, the number of natural persons in the national financial
credit information basic database was 1.1 billion, and the number of
small and micro enterprises was 35.4239 million. By the end of 2020,
189 million farmers had accumulated credit files through the farmers'’

credit information system, a year-on-year increase of 1.61%.

3. the consumer protection, awareness and

education systems have been continuously improved

Financial Consumer Protection

Laws and regulations:
v' Measures for the Implementation of Financial
Consumer Rights Protection

Responsible organization:
v Financial Consumer Protection Bureau

Financial Consumer Education

People's Bank of China :

v Regqularly carry out financial knowledge popularization
and consumer financial literacy survey every year.

Securities Regulatory Commission:

v' Regularly carry out special activities for investor

education.

MIIT:

v' Reqularly carry out nationwide financial knowledge
popularization activities for small and micro enterprises.
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1.Digital payment increases coverage rate of basic financial accounts of

key groups

O Banks: Actively promote digital payment by means of

technological innovation of payment products and
channels,

The central bank guided commercial banks and UnionPay
to jointly develop, build and operate the unified mobile
payment portal platform "China Unionpay Quick Pass"

v Can bind and manage various bank accounts;

v" Nearly 700,000 supermarket, canteens of more than 260
universities and institutions, more than 800 markets, and
more than 300 public transportation have opened China
Unionpay Quick Pass code scanning payment;

v' China Unionpay Quick Pass was officially launched in
December 2017. By the end of 2020, the number of APP
users in China Unionpay Quick Pass exceeded 360

G

UnionPay

million.

e

Source: People's Bank of China

O Non-bank payment institutions: represented by Alipay and
Tenpay, there are more than 230 licensed payment

institutions serving hundreds of millions of households.

In 2020, the online payment market of non-bank payment institutions

closed to 300 trillion yuan, with a huge market scale.

350

294.57

300 100.16% 00.65%
250
200
150

100

99.27 32%
49.48

50
, B

2015 2016 2017 2018 2019 2020

BAmount of online payment of non-bank payment institutions (trillion yuan)

120%
100%
80%
60%
40%
20%
0%

—The online payment business of non-bank payment institutions increased year on year (%)

Source: People's Bank of China
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2. Internet lending helps small and micro enterprises to raise funds and
support real economic development

O Internet platform relies on advanced digital technology and huge ecosystem (payment, e-

commerce, etc.) to provide various forms of Internet financing services and products for small and

micro enterprises.

—

Products are diverse and
1 appropriate, improving the

o convenience of service

Credit: mortgage-free, second-level lending,
with loan and repayment.

Loan: In-transit orders, which can be realized
at any time to speed up turnover.

Credit purchase: purchase first and then pay.
The more purchases, the better credit.

Movable property financing: realizing
movable property, revitalizing inventory to
salve the problem of funds.

/

\_

Big data analysis solves the

2 shortage of credit data.

Transactio
n pipeline

Offline store
data

location and

flow data Sources o

enterprise
credit datc

Logistics
data

Offline
collection
code flow

Upstream
downstream
order data

Give full play to technological advantages and scene

3 advantages to achieve commercial sustainability

Big data risk control technology+adaptive innovation for different industries and different scenarios

Improve service efficiency and quality, and reduce service cost.
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3. Comprehensive rural digital financial inclusion boosts the development of
agriculture, countryside and farmers

O Multi-level and multi-form agriculture-related network loans can accurately meet the needs of agricultural production and
operation and support the three rural groups.

O Banks actively build a comprehensive DFS platform for "agriculture, rural areas and farmers” through financial equipment
terminals, mobile Internet technology and convenience service points, so as to extend the service radius, broaden the
service channels and improve the availability of digital inclusive finance in rural areas.

Construction Bank

Special network loans and “Yunongtong”
— large amount of financial

support from policy banks. - Combining Yunongtong APP, intelligent POS and WeChat
account, it will build a service system in inclusive finance.

enterprises » Partners only need a mobile phone or a computer to
o . download the APP for direct operation.
— Supply chain finance, exclusive

network loans for small and v withdraw v Covers 31 provinces and cities across
Small and micro micro enterprises in agriculture, v remittance  the country.
SRS rural areas and farmers. v transfer v The rural coverage rate exceeds 33%
accounts v Covers over 1,300 designated
LOV;:S;;me == Online micro-credit loan v Insurance assistance villages of CCB.
v
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4. Online investment service long tail customers

O DFS management tools with high flexibility and low threshold provide a convenient and feasible
channel for investors, especially low-and middle-income groups to participate in wealth

Online investment form

Subverting the original sales channels and
methods of wealth management products,
and providing users with various choices.

Docking fund company's money market
fund products, providing low-income
groups with online flexible purchase and
redemption of wealth management
products.

management.
Organization
Internet financial utilization rate continues to increase Internet fund
In 2020, there will be more than 169 million Internet financial users management
platform
180 169.88 20.00%
160 :
140 15.00% Banking
120 98 9
100 '
10.009
20 /8.49 0.00%
60
20 5.00%
20
0 0.00% ..
2014 2016 2018 2020 Securities
BNumber of Internet financial users(million)
—Internet financial utilization rate (%)

Using fintech to improve the efficiency of
fund management; Introduce long tail
customers through the advantages of
Internet traffic, and provide products that
meet the financial needs of customers of
general income class.

Source: China Internet Network Information Center
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5. Internet insurance promotes the availability and universality of insurance

u

Up to now, China has set up 4 professional Internet insurance companies, and more than 100 insurance companies have
carried out Internet insurance business, which has played an active role in improving consumer experience, improving the
level of insurance inclusiveness and expanding the depth and breadth of insurance.

China's Internet Insurance Ecology

Internet Insurance Traditional Insurance
Company Company

O B A% (S xmﬁﬁﬂﬁ@

o=l AR CHINA LIFE cmc

: DICC mEEs= improve their operating efficiency

The Role of Insurance Technology

Reduces the cost of insurance institutions and

I Internet Insurance Enriches the channels for insurance agencies to
5 Brokerage Com gany obtain customers.

REZEEF

Insurancebox

ﬂﬂﬂﬂﬂﬂ

Internet Insurance Sales

e e e e e e e e e e e e e e e e e e e e e e s e e e e e e e e e e e e e e e == === = = —

Platform

A MR gm%w%ﬁﬁ AStim el -
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Promotes the optimization and upgrading of the
structure of insurance products
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