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Expanding Access
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Financial Access Journey: 2006 - 2019

Access to formal financial services and products has expanded
significantly among Kenyans...
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More Kenyans now access formal financial services and products...
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Access gaps still exist, but narrowing. ..
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Financial inclusion gaps narrowing, but...

Formal inclusion Exclusion rate

33.6%

Upper Easiem

24.6%

North Eastern

77.5% <

(entral Rift Valley

69.8%
Western

71.1%

Nyanza

52.2%
North Eastem

18.9%
Md Eastem

9.0%
Central region

76.9%

Mid Eastern

87.4%

N\ Central region

77.6%
South Rift Valley 93.4% 64.6% s 23.6%
Nairobi Coastal region South Rift Valley a4.2% Coastal region
76.5% hidirolx
Lower Eastern 86.8% 14.1% 10.5%

Mombasa




Mobile money i1s the story behind expanding financial
inclusion...
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Kenva’s financial inclusion ranks higher
y .
across the continent...

Seychelles-2016 e N
South Africa-2018 [P ) - (S
A k)
Kenya-2019 ¥y
1§ ¢ 4
Namibia-2017| '?i [ “
Rwanda-2016 \ W
Tanzania-2017
Uganda-2018
Cameroon-2017

Nigeria-2018

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

® Formal ®Informal ® Excluded

finaccess



Deepening Usage
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More Kenyans use a wide menu of
financial services and products...

Mobile banking: 2016 =17.5% 2019 = 25.3%*
Traditional Banking: 2016 = 31.7% 2019 = 29.6%
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Digitalization raising transactions frequency...
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More 1s preferred to less...

2019 15.3

2016 22.6

2013 26.9

2009

2006 39.8

One type of financial service ®m Two or more types of financial services mnone (excluded)
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More adults use a mix of formal and informal
services and products to meet their growing and
complex needs...

2006 2009 2013 2016 2019

B Exclusive Formal Mixed: Formal & Informal W Exclusive Informal No financial device Used
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Young people driving mobile banking. What
1s the future of traditional banking?...
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Mobile banking usage dominates traditional

banking...

Traditional banks Mobile bank account Traditional banks Mobile bank account

2016 2019
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Challenges and reasons for non-use of bank
account vary...

Top reasons for non-use of a
bank account

Top challenges cited in bank
account usage (%)

155

No regular Income

Can't Afford to

19.3

No money to Save 35.1

00 50 100 150 200 250 30.0 350 40.0

Poor service received at a

branch/agent/customer 13.2
care
Unexpected charges 30.9
ATM or Card Swipe 36.4
machine not working .
0.0 10.0 20.0 30.0 40.0
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Use of Informal Groups still strong — but

challenges abound...

Informal Groups Usage by number

Used more than 3 groups

2019 Change

e Top challenges in informal Groups Usage (%)
Challenges 2016
Dishonesty or default by
members 12.0
Theft or fraud by a
committee member 6.2
Theft or fraud by a non-
group member 3.7
Bad investment of funds 2.9

Use 1 group

48.7 36.7
25.6 19.4
7.4 3.8
5.1 2.2
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Savings moderated but Credit uptake picked
up from 2013...mainly digital

Savings and Credit Uptake (%) Top Reasons for not saving (%)
80.0
69.9 Requires a regular income 42 3
70.0 66.4
| don't have enough money to save _ 38.3
0.0 , 58.4
S . ! for investments not
.- 51.5 use my mo:oerysac\)/rir:g\sles ments no _ 19.0
| 50.4
0.0 There’s nowhere to save my money - 8.7
30.0 35.5 37.8 34.2 I only save when | need to . 51
28.6

20.0 I don’t need to save I 2.4

2006 2009 2013 2016 2019 Do not want to keep a minimum I 23

Credit/Loans ==Savings palance '
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Cost/aftordability and preference influence
product/service use...

Key Reasons for non-use of a financial provider/product (%)

Banks Sacco Mobile Money ~ Mobile banki

Financial situation/ affordability
Service charges

Convenience/Service quality

Risk of use

Preference

Eligibility & Identification requirements
Literacy

Trust

Account/ device

0-20%
21 - 49% - 50% and above

finaccess




Use of 1nsurance, pension and ivestments products vary
overtime...

Use of Insurance, pension and investments providers (%)
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Use of msurance mainly influenced by ability to pay
policy premiums...

Top Reasons for lack of Insurance policy (%)
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Mobile money device increasingly driving insurance
policy premiums payment channels...

Channels for Paying Insurance policy premiums (%)

1.8
Urban 200 67 3.1
0.40
0.4
Female 334 23.9 6.7 317
1.8
Male 311 21.5 8.9 34.4
0.00 10.00 20.00 30.00 40.00 50.00 60.00 70.00 80.00 50.00 100.00
Mobile money M Cash M Cheque Account transfer/ Standing order M Employer pays
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Lack of 1nvestible funds and little knowledge are
inhibitors to mvestment 1n securities...

Top Reasons for not investing in securities (%)

| don't have the kind of money 30.2
| have never heard of securities markets

Don’t understand how invest in securities

I don’t need to invest
Other

It's too complicated

| don’t trust securities markets and stockbrokers
| do not like taking risk in the securities market

| have better option to invest in instead of securities

You need an ID and/or a referee to invest

L . access



Despite rapid digitalization, Cash still remains the most
dominant mode of making payments...

Cash dominates all other transaction devices (%)

96.0 -
= pay monthly bills 88.0 | e Cash used
= Pay shoal fes 800 1 widely for daily
) 72.0 A
H Paid Government eXpenSeS,
. . 64.0 A -
m Paid Pension 56.0 | month Iy bl I IS
m Paid Daily Expenses 48.0 - payments, fee

m Sent/Gave money inside Kenya 40.0

payments,
remittances, and
purchase of
assets

m Sent money outside Kenya 320 1

24.0 A
u Received money from inside

Kenya 16.0 A
u Received money from outside
Kenya 8.0 1 I
Paid for Assets 0.0 - - W -

Bank Transfer Mobile money account cash Pay bill/Till No.
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Mobile money usage quite widespread amid emerging
challenges...

Purpose of having mobile money

Challenges in using mobile money

L T L T T

1.6

B ATM withdrawals

B Betting through mobile platform
Buy airtime
Crowd funding

B Deposit when travelling

B Deposited or withdrew money

B Save/keeping money

41.0

Fraud/ Attempted fraud 218

Service system downtime 216
Agent float unavailability

Lost money/wrongly sent money
Difficulty operating the phone
Unclear transaction charges/fees
Unexpected charges

Being unbale to get to an agent

Contacted by third parties

dCLESS




28

Relevance: Goals, Needs and Financial Solutions




Major priority goal among Kenyans 1s education
and putting food on the table...

Major priority goal by sex and residence (%)
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More Kenyans are faced with financial needs
towards imnvestment goals, managing shocks and
meeting day-to-day expenses...

Proportion of adults mentioning a financial need (%)

Meeting future goals

Experienced shocks

Meeting
day to day needs

36.2

552

m

e Consumers choose

financial services and
products based on
their needs, which are
reflected in their use
of available solutions
either formal and/or
informal
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Kenyans’ socio-economic status and livelihood resilience
largely influenced by how they meet their needs. ..

Needs by wealth quintiles (%)

Needs by livelihood sources (%)
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Financial solutions vary with the need...

Financial solutions used towards meeting financial needs

Future goal device Dealing with shocksdevice Meeting day to day needs devices
4.0 : 2.8 §
2.0 : 24 2.0 : 0.2
: 9.9 :
: : 15.7
17.0
W Scocial network ® Personal Informal M Formal m Did nothing Other M Insurance/pension
NOTES
Social networks = Borrow from friends and family
Personal = Sell assets/livestock/poultry, get additional work, cut back on expenses
Formal = Use savings or borrow from formal institutions such as banks/MFIs/ SACCOs, excluding insurance
Informal = Borrow or savings from informal providers such as shylocks, Chama, employers, shopkeeper, secret hiding place
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Both financial and non-financial solutions are used
widely 1n addressing a financial need. ..

Effectiveness on the use of selected solutions (%)
Did Nothing _Js*is"
O o WY

Jobs/Cut Expenses

. L 91.2
Selling /Liquidation of Assets 71.3 6 s

Secret Hiding Place 98.2 = Main goal

93.7
m Shocks

Save Informally | 5 Liquidity

75.0

Save Formally 87.9

924

85.4
Borrow Informally | .1

85.2

96.2
Borrow Formally | was

87.0

o d» D access




Financial Health and
Livelihoods
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Financial health worsened 1in 2019 ....

Financial Health Dimensions (%)
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Being 1n formal employment and or running
business impacts financial health...

Financial health by livelihood in 2019 (%
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52.7
66.8
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M Financially not healthy
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Perceptions on Consumer
Protection and Financial Literacy




Financial advice gaps exist...

Sources of financial advice (%)

Nobaody else/self
Friends/family
Media/advertisement

Formal Financial
Institution

Group/Chama
Others

respondents relying on
their own knowledge was
39.6% compared to 34.7%
who relied on family and
friends for financial
advice...huge opportunity
for financial advisors!
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Formal education greatly impacts choice of financial

advice ...

Sources of financial advice by Residence (%)

Sources of financial advice by Education (%)
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About 70% of Kenyans perceive betting not to be a
good source of income, but 20% have a positive view

Perception on Betting/Gambling (%) Perception on Betting/Gambling as a good Source
of Income (%)

. 5 7.99%
69.5 68.2 68.8 Disagree 69.5%%
Agree 24-4%
= 16.5%

22.7 - 7.7%
169 19.7 Don't know 14l 0%
14.9 11.5 | 'T
l B I m

Male Female Total 0 10 20 30 40 50 60 70 80

W Agree Disagree M Don't Know

B Urban Rural
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Easing Consumer Protection Concerns....

Consumers loss of money by institutions: 2016 - 2019 (%)

138 2013
118 B 2016
94 B 2019
34
7.06.8
6.1
47
29 3.2
Ii .
Banks Saccos Mohile Money Mobile Banking** Microfinance  App-based Loans* Informal groups

Institution:{

*Data for app-based loans was not collected in 2016 and ~ ** data for mobile banking was not available in 2013
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Consumer Protection Concerns....

Loss via Mobile money: 2016 - 2019 (%)

Challenges experienced on financial services used (%)

103
336
24
17 10 03
- — |

| received | received [ Sentto the Someane Sender . Recipient
shoaxSMg  @hoaxphone wrong number accessed my reversed geine did not getthe
aall mabile money . money but my

transaction
account account was
deducted

80

60
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20

65.1
364
30.9
19.5
15.4 13.2
B v W
ATM/ Systemor Card machine Unexpectedcharges Poorservice (branch/ agent/
downtime customer care)
N Banks MobileBanking M MobileMoney
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Summary and Conclusions

» Digital transformation via mobile banking and digital apps space raises
cyber security, credit risk and consumer protection concerns.

* Cash 1s a still the dominant mode of payment for agriculture and business
* Majority of Kenyans feel that their financial status has worsened, implying
reduced ability to use financial services and products to manage their daily

needs, cope with shocks and achieve future goals.

* Promotion of financial literacy is important in addressing emerging
consumer protection concerns.

* Fraud accounted for the highest incidences of loss of money on mobile
money platforms, thus becoming a source of new emerging risks.
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Questions & Answers
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