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OPEN FINANCE

EXECUTIVE SUMMARY

We have been with the Brazilian Open Finance (OpF) for 30 months...

It seems like a lot, it seems like little. When is it possible to say that a
project is mature? At what point do we start demanding ROI generation
from it? When should we expect users to fall in love with it or at least
start to see benefits We wanted to understand the Brazilian case,
assessed by Brazilians themselves.

We went into the field with an idea in mind: who is beneFfiting fF om
Open Finance? What can we learn from them? Most of the answers were
expected, some surprised us a lot. Amid discussions about the exemption
from mandatory participants1, the Central Bank of Brazil's (BC)

planning to form a platform with other projects2 competition with new
technologies and new challenges imposed on institutions by the BC3

we spoke with several representatives of the Ecosystem, such as
Incumbent Banks, Neobanks, Fintechs, Insurance Companies,
Technology Providers, Influen ers, Academia (and even some
challengers, such as Retailers) to understand the maturity of the
companies involved in this context.

Among the interviewees, 60% of companies already have some

activity carried out in Open Finance, 70% of them have areas or people
dedicated to the topic and more than half already see results from Open
Finance.

There is still room for growth, when there are more products and
services in the profitability phase, more ompanies measuring their
financial results and the opic becomes a priority for companies.

We understand that this will happen in the next phases, after the heavy
burden of regulatory compliance, identified y everyone as the biggest
challenge to be overcome, for now.

We talk, OF COURSE, with the consumer. Does he see an advantage?
Does the end customer really want to “be Open”? Then, yes, many
surprises came to light! The terms Open Finance and Open Banking
are already known by 76% of the population. What's curious?! Around
37% say they have already authorized their bank/wallet to access
information or make payments from other players and, on average,
30% say they use Open Finance services. Our first reaction was o
discard the data, as if the public had not understood the question, no
matter how clear it had been asked. Studying some external variables

in more depth, however, we were able to conclude that there is great
expectation from the population, they are reacting and really embracing
Open Finance, but they are not able to continue the journey to the end!



BRAZIL MATURITY INDEX 2023 04

Hyperpersonalization and Principality are the main goals of the
participants. When we look at the impacts on customer management,
37% of the companies interviewed are already using open data to
manage their databases and, of these, 72% say they are able to do

this activity better because of Open Finance. But, the reality is that the
business areas are still far from the OpF. In less than 30% of companies,
the Marketing, CX and Commercial areas are involved with the topic.

Internal and external challenges tend to be different between B2B and
B2C companies. However, in common, they have the priority of improving
information security, as they realize that the perception of a lack of

data security on the part of the end customer is the biggest barrier to
adoption, for now.

There are many opportunities and, equally, countless challenges, but
some are already

beginning to have a very good idea of results and this has excited the
market and we hope that it will attract even more participants to this
great ecosystem of contextualized experiences!

Good reading!
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David Cortada Jamile Leao
Vice President of the Head of Open Finance
Financial Services CoE at Capgemini Brasil

at Capgemini Brasil

The survey “Open Finance Maturity Index in Brazil”
was carried out with AWS support.
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Find out more at www.konsentus.com
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Figure 01: Open Experiences and their different approaches in April 2023. Operational in practically all

over Europe and 13 other countries and in development over other 16 ones.

Open Finance is an Embedded
Finance discipline, in

that companies outside the
financial sec or begin to distribute
financial solution

contextualized in your customer
and user journeys. We notice a
search for innovative ways of
collaborating in ecosystems, be
they incumbent banks, neobanks,
fin echs, retailers or any other
industries, in order to unlock
new revenue modelsand o er
products and contextualized
services to customers and
efficiently omply with
regulations.4

There are, in fact, several
experiences around the world
completely shaped by the market®
and6 without any regulatory
influence

In other words, the regulatory
phases, established by Bacen,
Susep and whose concepts will
be adopted by Anbima are just
the beginning of a much larger,
unpredictable and expected
journey, with great expectations,
as an agent with atomic potential
for transforming market frontiers
and what financial experiences will
be like from now on.

This cooperation between

di erent players, in an ecosystem
model, is what we call Open X7.
The goalis to provide experiences
that extract the greatest value
that each person has to offer: on
the one hand, the credibility and
security of incumbents, on the
other, the agility and contexts
of Fintechs and other markets8
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1.1. BRAZIL, A STEP AHEAD
ON THE ROAD TO

EMBEDDED FINANCE

FACTORS THAT MAKE THE

BRAZILIAN CASE SPECIAL:
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There is no
consensus on the
size of the global
market.

Available survey
makes reference to
Open Banking - to
the detriment of
Open Finance
—and pointtoa
CAGR of 22.3%
27.2%, with a
total market value
between 123.7
and 135.1 billion
dollars. But the
fact is: alone, the
Brazilian case has
the potential to
inject BRL 760
billion (USD 157
billion) into the
concession

of credit, with
BRL 460.7 billion
for individuals -
considering the
total potential for
consumers to join
the modality.9
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PROGRESSION OF OPEN APPROACHES

TOWARDS A COMPLETELY BUILT-IN EXPERIENCE
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The characteristics of the Brazilian case expand the possibilities of
creating experiences for the consumer. The new markets included
(exchange, investments, insurance and social security) bring together
the main elements of the consumer’s financial life, bringing much more
potential for experiences in context. Not surprisingly, three months

after its launch, the Brazilian case won the international Central Banking
Awards, for its potential to transform the financial sys em, bringing
more competitiveness, efficie y and inclusion.

‘@ Brazil took advantage of lessons from the United

Kingdom and other markets to deliver quickly, Fill some
gaps and fix some of the mista es we made the first time.

Brazil has the chance to learn, take stock and implement
quickly, handpicking the best in the world.”"?

Ralph Bragg
Founder and CTO, Raidiam
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Reciprocity and Regulatory Action are highlighted, but the challenging
schedule, greater volume of data, many products involved and equal
levels of access and segments place the Brazilian case as a global
reference and impose extra difficult

Many uncertainties and last-minute changes shape the day-to-day lives of
institutions involved in regulatory compliance, generating a lot of rework
and extra costs for development.

—_— S
AgénciaBrasil

€ Marcello Casal Jrgéncia Drasit

Banco Central adia terceira fase do open
banking para 29 de outubro

Fase prevé compartilhamentos de transferéncias pelo Pix

@ £ w @

= O GLOBO

Banco Central adia decisdo sobre I°
estrutura definitiva de

governanca do Open Banking

para 2022

GdaniSurshac
i .

outubro de 2021 : setembro de 2021

T 1
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The Open Finance
movement is happening
because of the reqgulator,
not because of the market
(...) Agenda will be driven
by pain (reqgulation),
not by love (business
opportunities).”

Retail Interviewee
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1.2. REGULATORY FORCE: THE
GOOD, THE BAD AND THE VILLAIN

At the same time that the regulatory force is cited as the most relevant
patron of Brazilian Open Finance, it is also seen as the biggest challenge
by those involved. When asked “what would increase the creation of new
products and services?” The answer comes automatically: a reductionin
the pace of the regulatory agenda. Data quality, cheaper technology and
end-customer acceptance are also among the answers.

IN YOUR OPINION, WHAT WOULD FACILITATE AN INCREASE
IN THE PRODUCTION OF NEW PRODUCTS AND SERVICES?

» Reduce regulatory demands (most cited)

« Stability in integration and data quality

* Cheaper technology suppliers

e Customer adherence (more interest, more data)
* Include OpF in the customer journey

e Maturity of solutions (more solutions, more adherence,
more quality in products, in experience)

“REGULATORY WEIGHT” AND ITS REFLEXES ON THE MARKET:

* Many regulatory demands that are still undergoing modifications
Rework is a big challenge, both from the point of view of time,
investments and resilience of the teams involved.

* The need to focus on regulation directly reflects the vision of thos
involved, causing a clear dissociation between Open Finance
Regulatory and Open Finance Business. When asked, most
institutions only refer to regulatory pieces such as Open Finance,
leaving aside other solutions, such as BaaS, for example (banking
as a service).

* The majority “stuck” on the heavy volume of data to be shared,
slowing down the pace of entry into non-mandatory phases. Some
simply stopped doing it until they were more clear about what was
going to happen.

» Theregulatory burden and entry barriers for Fintechs have been
considered a major limitation on the creation and adoption of new
players. The birth of new businesses (fin echs) focused exclusively
on Open Finance is also scarce due to this characteristic.

* Full potential lies in the future. There is a vicious cycle caused by
this regulatory burden: the full potential of the project can only
be achieved when all phases are 100% live, but putting the phases
live has drained the energy available to generate new business and
experiences.
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An ecosystem
In cqnstant
motion
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2.1. OPEN FINANCE RADAR
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Figure 03: Radar Open Finance, design inspired by Radar Fintechlab™

Data sources:
Open Finance Brasil official list: https://openfinancebrasil.org /quem-participa/

Open Insurance Brasil official list: https://opinbrasil om.br/cidadao/quem-participa
Self declaration: Joint construction, by participants in the Open Finance Ecosystem (Thank you very much, Community!)

openfinance (G fincatch

Prensa

(finsiders

Rate: missing logos were not inserted on the official pages, en though the name of the institution was described)

When we look at the players in the
Brazilian Open Finance Ecosystem,
we can assume that it is still very
restricted to the nancial market

and the end customer is still very
selective.

Another challenge has been the
macro economic scenario, with

a retraction in Venture Capital,
bringing a shortage of financing
and severely impacting Fintechs,
at the end of 2022 and beginning
of 2023, which has directly
reflected on Open Finance
Players.'4and 15

itself, with the exception of
technology providers and some
Fintechs for Payment Initiation,
Data Processing and Personal
Finance Managers (PFMs).

The entry barrier is still very high

“ AWS is closely Following the development of Open Finance in the country, as
the cloud plays a fundamental role in the architecture that financial institutions
need to operate in new digital models, in addition to guaranteeing infrastructure
and applications, including storage and data sharing with great flexibility, security
and scalability.”

Tatiana Orofino, business development manager
for the AWS financial market in Brazil.
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2.2. STRATEGIES ADOPTED FOR
OPEN FINANCE

When we asked about their main strategies and objectives in relation

to Open Finance, we noticed very different approaches between

those involved. Among incumbents, defense and attack were the most
cited strategies, in the search for competitiveness and maintaining

the customer’s Principality. Neobanks and digital wallets seek new
customers and products. Retail recognizes its ability to distribute already
developed solutions, in context. Fintechs and technology providers are
focused on data management.

Incumbents
Competitiveness
Incumbents cite

defense and attack * Improve existing services;
strategy: have «  Optimize business lines;
services to shield « Payment as a new source of income (own or third party);
the base and e . .
* Principality in the relationship, via PFM;

others to
initiate » Personalization, as it will be common in the market;
competitive » Data aggregation to benefit from cus omer data;
movements. e BaaS.

Neobanks Fintechs and Retail
New products, IT Suppliers Monetize B2B and
new clients Make the work of banks easier B2C solutions
 Data aggregation; * Data capture; * Create and
« Credit profiling * Data behavior distribute “white
» New credit, insurance (standardize, sanitize, label’ products;
and investment organize); . Gain
products for new and « Infrastructure and competitiveness
current customers. software as a service. with Payment;

» Transaction
Initiators (ITPs).

It has two fronts of action in the negotiation axis: tactical (defense
and attack) and transversal services (...). Payment initiator will have
internal development, financial manager will h ve outsourced
development.”

Incumbent
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FOCUS OF ACTIVITIES DEVELOPED,
UNDER DEVELOPMENT OR ON THE AGENDA

We are still in the middle of the regulatory delivery schedule, foreseen
by Bacen and Susep’®. In that regard, the focus of companies’ activities
on regulatory requirements is clear.

Open Finance discussions still do not permeate all business areas. The
teams involved are still consuming energy in convincing the business
areas.

The focus of the institutions follows the regulatory maturity pattern
of each of the fronts. Banking still concentrates the largest volume
of energy. In B2B companies, however, we noticed greater interest in
working with Open Insurance (Opin). B2C companies have a greater
diversity of fronts.

Does the company you work for currently have activities under development on the topics below, or do you have any of them on the agenda? [SINGLE ANSWER]

DEDICATED TEAMS

Basis: Total Sample [205] Basis: Total Sample [205]

Is there a specific area or people dedica ed to Open in your company? ? [SINGLE ANSWER]
Is there an area or people dedicated to TRAINING people about activities and impacts related to Open in your company? [SINGLE ANSWER]

A current difficulty for ompanies is making Open Finance permeate
other areas and, in them, finding people who understand the opic
and how to leverage it. From the 48% that dedicate people or

areas to training on the OpF, we see that this need is already being
addressed among the interviewees.




