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Building a new vision around Payments

The irruption of new players in the financial
markets is changing the traditional financial
landscape. The new digital technologies
are shaping a new scenario in which more
and more companies merge the business
experience with the payment experience.

At Minsait Payments, Minsait's payment method subsidiary, we collaborate with
financial entities, fintech, retailers and large technology companies to create
innovative use cases that boost the growth of their business.

Minsait Payments is the Latin American and European regional processor that

is committed to the modern issuance of cards and the cloud payments
processing through an apified platform with global coverage that solves the
challenges of regionalization, accompanying the progressive growth of our clients
business.
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The capabilities of our platform and our cloud payment processing
services allows us to cover the three business visions
(credit, debit and prepaid) providing:

Flexibility

Processing service model highly parameterizable and configurable to the new use
cases that the market and our clients demand.

Agility
Commercialization and implementation model supported by our own agile

methodology that reduces the time-to-market to weeks, adapting it to the pace
required by fintech companies.

Scalability

Global coverage while solving the challenges of regionalization accompanying
the progressive growth of our clients business.

Innovation

Robust platform with wide functional coverage on which we create a value
proposition around innovation businesses and alternative payment methods.
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Our model

We are committed to a transverse payment processing model from fintech to large technology companies

Banking Insurance Retail Fintech Travel Industry
Our platform
Issuing  Switch  Acquiring Digital payments Data Sequridad Loyalty

Agile and
flexible
processor
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Review of the main milestones of the Xl edition of the Report

. The Vision of the Sector

Discover challenges and current and future trends for the means
of the payment sector from the main players in the sector

. The Sectorin Figures

The evolution of the industry will be contrasted based on the
figures published by official bodies and surveys carried out on
the banked population

. Demand

The global and evolutionary vision of trends in payment methods
from the perspective of the most relevant population for the
sector financial, the internet banked population
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The payments ecosystem finds itself in 2021,
surpassing a 2020 described a year ago as
extraordinary, at a time of accelerated transition
towards the development of full capabilities in
the physical and digital worlds, both dimensions
in which payments are increasingly faster, easier
to use and more comiortable.

These hybrid capabilities are expected to be innate

in all types of connected devices, that any solution is
operable from the same channel and that it is capable
of responding, without being noticed, to the particular
context in which we find ourselves. This imposes
challenges that today receive the utmost attention
from the authorities and the industry, in the field of
interoperability, immediacy, information privacy and the
overcoming of political borders.
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It is confirmed in 2021 that payments are no longer an
exclusive business of banks, a fact that causes, in real
time, important requlatory and business implications, also
marked by the growing trend towards the consolidation of
agents through mergers and acquisitions that year after
year they break records in valuation and geographical
scope. Mergers and acquisitions that also bring with them
the deployment of new value-added services to mere
payment, such as the one illustrated by the Buy Now Pay
Later modality, to which space is dedicated for the first
time in this Report.

The concern for environmental sustainability is beginning
to be timidly present in the payment industry, and itis a
trend that will undoubtedly become more visible over the
years, although it is anticipated that it will not take many
years for its consolidation.

As a result of the analyzes that have been carried out
during the year to prepare this Report, it is evident that
we are at the gates of a set of disruptions that will make
the current payments ecosystem mutate to one more
adapted to the needs and capacities that it demands.
the 21st century: a network of immediate and universal
payments. And all this before 2030.
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Ecuador joins the Report

Year after year, this Report has tried to accommodate a greater number

of countries, and in 2021 it is Ecuador that is leading the expansion of the
geographical scope analyzed. Ecuador pioneered the issuance of central bank
digital currencies, today one of the most disruptive issues in the payments industry,
if not the most.

Ecuador illustrates the reality of a market with important challenges in terms of
financial inclusion that complements that shown by the rest of the Latin American
countries that have historically been part of the Report. It is the only dollarized
country with a supervisory institutional framework that is comparatively more
segmented than that of its Latin American counterparts, providing an additional
illustrative view of the Report as a whole.

The (lack of) universal acceptance conditions
the use of cash

The collaborative exercise based on the responses provided to an ad-hoc
questionnaire by 225 experts from the payments industry in Argentina, Brazil,
Chile, Colombia, Costa Rica, Ecuador, Mexico, the Dominican Republic, Spain, Italy,
Portugal and the United Kingdom make it possible to quantify and contrast year
after year the perceptions of the most relevant trends in innovation in the field of
digital payments.

Some of them are highlighted in this executive summary. Others, such as the
impact of SCA and/or 2FA, the presence and adoption of BNPL, the development of
Open Banking or the future of digital money, can be found in Chapter 2. The Vision
of the Sector.
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= Debits/Direct Debits m Transfers

m Cash = Cards

Figure 1 What do you consider to be the most common means of payment in your country (the one
with the highest number of payments)?

It is found that despite the impact of the pandemic on changing habits and, in
particular, towards the digitization of daily payments, cash is still perceived by the
industry as the most common means of payment (Figure 1), that is, the one with the
highest number of payments, leading the daily ranking among low-value means of
payment available to the population.

This is the consideration shared by 45% of the responses. They are followed very

closely by payment cards (41%), while payments from accounts (transfers and debits)
are not perceived as such frequent and intense means of payment (14%).

6% 5%

m Cards(physical ot virtual)

1 Push payments from
account: transfers,
immediate payments

m Cash (coins and bills)

Currencies Digital of Banks The means of payments
Plants does not exit z

Cryptocurrency gives

m Payment from account: debits, direct debits, payment m Otro
inclusion. Request-to-Pay

Figure 2 What do you think will be the most widely used low value
payment method in your country in 20307 (Mark the option you consider
appropriate)
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With a view to the end of the present decade (2030) (Figure 2), a technical tie is
observed between payment cards (34%) and payments from accounts (33%) in
their consideration of becoming the low-value means of payment of majority use
among the population. Just a year ago, payments from accounts slightly exceeded
those from cards in this forecast ten years ahead.

In this future context, push payments (transfers) more than double pull payments
(debits) in terms of becoming the majority means of payment.

Regarding the perspective of cash, located in third position in the ranking, barely
one in seven considers that it will be the majority means of paymentin 2030,
when a year ago one in five recognized it, so that the tendency to the decline
consolidates.

The consideration that other means of payment (CBDC, cryptocurrencies, others)
are the means of payment of majority use in 2030 is still residual.

2%

m Small and medium businesses Professional and m Bars and restaurants
(markets and neighborhood food,  home services
clothing and footwear stores,
hairdressers,etc)

18%

Other (specify) Public administrations Supermercados
y grandes superficies

m Public transport (bus, taxi, m Facturas de servicios
train...) (Agua, luz, gas, internet...)

Figure 3 In what type of points of sale or payment do you consider that the use of cash is still
majority (and even exclusive)?
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The high perception of the use of cash is explained, at least partially, by the degree
of acceptance of alternative means of payment to cash (Figure 3). Indeed, four
out of ten responses point out that small businesses are the point of sale that
concentrates the majority use of cash, but it is not the only one. Professional and
home services, bars and restaurants, and, to a similar order of magnitude, public
transportis also relevant due to the presence of cash at the time of payment.

These four types of points of sale or payment are, therefore, likely to receive the
attention of payment service providers and public administrations to advance in the
digitization of daily payments and aspire to the legitimate universality of payment
acceptance digital.

Payments from account, many immediate,
hatch in the pandemic

The richness of the official payment statistics that this Report has been monitoring
for more than a decade allows us to observe trends and, where appropriate,
changes in the same, in addition to acting as a point of contrast with what the
industry and its managers observe (collected in Chapter 2), and with what the
users (in their condition of banked adult Internetinternet users with bank account)
perceive, have at their disposal and use (or do not use), as collected in Chapter 4.

The value paid from accounts in Latin America has gone from representing 74.3%
of all payments made by electronic means in 2010 to 85.2% in 2020 (83.9% in
2019) (see Figure 4), expanding its undisputed leadership as leader payment
method in terms of value. For their part, cards represented 5.9% of the value in
2020 compared to 3.7% a decade earlier, and for the first time they are the second
means of payment in terms of value in the Latin American region. Checks yield
one more year and fall for the first time to third position, concentrating 5.1% of
the value paid in 2020 (7.0% 2019), when a decade ago they canalized one out of
every five dollars paid by means other than cash in the region (19.2% of the total
value). Direct debits hardly grew during the decade (from 1.1% in 2010 t0 1.6%in
2020), and in some countries they are still not even enabled.

10
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Figure 4 Value of payment transactions in Latin America in 2010, 2015 and 2020, by
instrument, billion USD

Source: Afi, based on central banks and bank superintendencies. Exchange rate of the corresponding year

In terms of volume (or number of operations, see Figure 5), card payments in 2020
concentrated in the Latin American region almost eight out of every ten payments
made by digital means (76.7%), while in 2010 they represented almost seven out
of every ten (66.5%), reducing its share compared to 2019. In absolute numbers,
the 10.7 billion card payments registered in the region in 2010 have become more
than 30.7 billion in 2020, tripling in the last decade.

The effect of the pandemic on the intensity of card transactions is very significant,
since the global number of operations has remained almost unchanged compared
to 2019, when in the 2010s the registered year-on-year growth has been
uninterruptedly positive and two digits in the middle.

Xl Report on Trends in Payment Instruments

35.000

30.000

25.000

20.000

15.000

10.000

5.000

2010 2011 2012 2013 2014 2015 2016

M Checks Direct Debits Credit transfer Card payments

Figure 5 Number of payment operations in Latin America, 2010-2020, millions

Source: central banks and bank superintendencies.

In terms compared to Latin America, Europe has registered less pronounced
changes in the last decade (Figure 6). In all countries, transfers are the means
of payment that channel the greatest value, as in Latin America, although with

different intensities: while in Italy more than 8 out of every 10 euros paid by digital
means are paid by transfer, in Spain they are 6 out of 10 and in the United Kingdom

7 out of 10.

Transfers are, together with cash, the only means of payment that gain
prominence in terms of value in 2020, and that do not register negative year-on-
year fees compared to 2019.
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The pattern of participation of the different means of paymentin the value

of operations in Spain and the United Kingdom is very similar. Italy is the

European country where the least pattern changes have been observed in

the last decade, and it is also the European leader in account payments, which
account for 91.5% of the value of registered payments. It is followed by the
United Kingdom with 87.2% of the value and far behind are Spain (73.9%) and

Portugal (62.9%).

Card payments represent 18.5% of the value of payment transactions in
Portugal in 2020, ahead of the United Kingdom (8.8%), Spain (7.3%) and Italy,

where they barely represent 2, 6%.
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Figure 6 Value of payment transactions in Spain, Portugal, the United Kingdom and Italy in
2010 and 2020, by instrument, billion USD

Source: Afi, based on superintendencies and central banks
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1,9% 1,1% 0,4% 7.7% 4,1% 1,4% 6,5% 4,8% 11% 7,2% 2,6% 0,7%
Spain Spain Spain Italy Italy Italy Portugal Portugal Portugal United Kingdom  United Kingdom
2010 2015 2020 2010 2015 2020 2010 2015 2020 2010 2015 2020
W Credit transfers W Direct debits [ Card payments Checks

Figure 7 Number of payment transactions in Spain, Portugal, the United Kingdom and Italy, 2010, 2015 and 2020, millions

Source: Afi, based on central banks and bank superintendencies. Note: The data for the United Kingdom refer to the
year 2013 because it is the first year with complete information available.

For the first time in this Report, a visualization of the data on retail payments
offered by the financial authorities is included, but in per capita terms.
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On average (Table 1), each inhabitant in Spain made 101 card payments in 2020, 13 credit
transfers (4 of which were immediate), 27 direct debits and issued 0.6 checks. In terms of
value, each inhabitant in Spain spent an average of 3,921 dollars with cards, in line with
what was registered in Italy. The United Kingdom leads in this indicator (13,269 dollars paid
by card perinhabitant in 2020, in a total of 259 payments), followed by Portugal (6,595
dollars and 118 payments) and Chile (5,258 dollars and 120 payments). Ecuador, with three
card payments per inhabitant and 236 dollars spent, is the country that is in last position.

From the average amount of ordered transfers (Table 2), the different use of this

means of payment in each country can be inferred depending on whether the payeris
predominantly a natural person (individual) or legal bank, ranging between 109,252 dollars
paid per inhabitant in United Kingdom or the 62,690 in Ecuador, and the 1,779 in Peru.

Card Direct Credit Checks B.Quickly
payments debits transfers transfers
46 7.1 9 1.2 71

Argentina

Brazil 100 i, 27 1,3 -
Chile 120 - 11 2,9 -
Colombia 13 3,3 4 0,1 -
CostaRica 72 01 16 0,9 10,8
Ecuador 3 - 5 1.0 -
México 27 0.4 13 0.3 8.3
Perd 14 - 2 01 0.4
Dominican Republic 14 0,6 3 1,9 0,7
Spain 101 27 13 0,6 4,1
Italy 59 17 26 1.4 -
Portugal 118 22 18 1.8 0.5
United Kingdom 259 66 71 2,8 42,0

Table 1 Number of transactions per inhabitant, 2020

Source: Afi, based on central banks and bank superintendencies.
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Card Direct Credit Checks B.Quickly
payments debits transfers transfers

Argentina 1.362
Brazil 1.767
Chile 558
Colombia 556
CostaRica 2.302
Ecuador 236
México 797
Pert 630
Dominican Republic 541
Spain 3.921
Italy 3.756
Portugal 6.595
United Kingdom 13.269

Table 2 Value transactions per inhabitant, 2020, USD

Source: Afi, based on central banks and bank superintendencies.

3.665 3.317 1.990 2.413

- 23.978 579 -

- 10.165 9.840 -
438 8.525 752 -
199 24.834 2.165 18.193

- 62.690 1.982 -
63 31.757 578 4,125

- 1.779 578 151
172 4.278 3.228 2.025
7.265 32.412 4,181 1.339

8.089 26.212 3.264 -
3.740 31.243 6.774 683
22.259 109.252 4,369 39.686
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COVID causes a cash hoarding effect

After a decade of continued declines in the volume of cash in circulation in
practically all countries, all of them recorded notable growth in 2020, with
particular intensity in Spain (where cash in circulation grew by 48% compared to
2019) and Chile (40%). At the opposite extreme, but also with a positive sign, are
Brazil (3.5%), the United Kingdom (4.8%) and Ecuador (5.9%).

Argentina Brazil Chile Colombia Costa Rica Ecuador México
40%
N 309% 57 6% 29,0% 4,0% 6%
. 23,2%
19,2% 19,5% 19,3%
. 15%
11% 8% 9,6% 75% 6.6% 10%
4% 21% 2,4% 0 36%
*3,1% _4[9% *3,00/0

-15,8%
-20,6%

-29,1%

| 2010 2015 2019 2020

Figure 8 Cash in circulation, year-over-year growth, 2010-2020

Source: Afi, based on superintendencies and central banks.

Global pre-eminence of the debit card...

In the set of thirteen countries included in the Report, there were more than 1,500
million payment cards in circulation at the end of 2020, of which two out of three
are debit cards and almost half correspond to the Brazilian market and, considering
only the of credit, this country concentrates more than half.

Mexico, Peru and Italy stand out for being predominantly debit countries (more
than 80% of the cards in circulation are of this modality), while on the opposite
spectrum are Argentina (49% of the card park is debit), Spain (57%) and the
United Kingdom (59%).
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Peru Dominican Spain Italia Portugal United Kingdom
Republic
48%
32,7%
27% 2,7%
13% 14% 12%
9,6%
3,2% 3,2% 3,6% 5%
[ | . . . ||
1.00 -0,2% 1,00 :
9,1% % 5 0% YA L7%
e -121% -11,3% -12,1%

-3,1%

...but not yet in use at POS vs. ATM

Regarding the use of cards, the value of payment operations at POS exceeds the
value of card withdrawals at ATMs in all European countries -with special intensity
in the United Kingdom, where payments in 2020 represent nine times the value of
withdrawals, double that in the pre-pandemic year, Portugal (2.1), Spain (1.6) and
Italy (1.1) (Figure 9).

In Latin America, the record of Chile (2.1) is noteworthy, second only to Brazil (1.3)
and setbacks are observed in Argentina, Mexico and the Dominican Republic and
stagnation in Peru, Colombia and Ecuador, where ATM withdrawals are higher that
double the value of card payments at the POS.
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Argentina
Brazil
Chile
Colombia
CostaRica
Ecuador
México
Perd
Dominican Republic
Spain
Italy
Portugal

United Kingdom

Charge cards Credit cards

56.719.419
453.542.416
21.712.213
36.387.824
6.045.921
8.150.126
157.782.610
26.889.060
5.576.300
49.040.000
59.418.000
24.728.000
92.172.000

Table 3 Number of debit and credit cards in circulation ,2020

Source: Afi, based on central banks and bank superintendencies.

13
1.0 124
04052 7 0708
- n
Argentina Brazil
W 2010 2015 2019

04 03040404
[ | [
Chile Colombia

59.287.804
281.075.738
13.993.720
14.676.302
2.446.768
3.392.684
27.679.900
6.315.235
2.450.340
37.140.000
14.250.000
8.650.000
62.948.000

0,6 090809

CostaRica

116.007.223
734.618.154
35.705.933
51.064.126
8.564.381
11.542.810
185.462.510
33.204.295
8.026.640
86.180.000
73.708.000
33.378.000
155.120.000

0305 0,6 0,5
|
Ecuador México

0,002 0303

Figure 9 Value ratio of card payments at POS vs ATM cash withdrawals, 2010 and 2020

Source: Afi, based on central banks and bank superintendencies.
*Due to the absence of data, the first year observed for Costa Rica is 2012, while for Argentina it is 2011.
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6.6 6.5
5.8
4,5
3,3
28 31
1718 %7 el 18
1315 1o
09+ 0.9

I 0.6 0,590 030404

] ] [

Argentina Brazil Chile Colombia CostaRica Ecuador

m 2010 2015 2019 2020

Figure 10 Value ratio of card payments at POS vs ATM cash withdrawals, 2010 and 2020

Source: Afi, based on central banks and bank superintendencies.
* Due to the absence of data, the first year observed for Costa Rica is
2012,while for Argentina and Peru it is 2011.

In terms of intensity of use (Figure 10), POS in the United Kingdom
receive thirteen times the number of operations received by ATMs in
said country; Spain is in second position with 7.6 POS payments for
each ATM cash withdrawal. They lead in intensity in Latin America
Brazil and Chile with a ratio of 6.6 and 6.5 times respectively. All the
countries except Colombia and Ecuador register a higher transaction
rate in POS than in ATM and the highest growth in relative transaction
rate in POS in the year of the pandemic corresponds to Spain (where
the ratio grows by 52%), the United Kingdom (46%) and Chile (4%).

Figure 11 is evidenced by the undisputed leadership of Italy and
Brazil in terms of POS coverage per capita, with both countries
around 60,000 POS per million inhabitants. Between 40,000 and
60,000 are the United Kingdom (48,700) and Spain (44,400).In a
next step of coverage are Portugal (34,800) and Costa Rica (37,500).
Below 10,000 per million are Ecuador, Peru and the Dominican
Republic.

Xl Report on Trends in Payment Instruments

1,8 20
14
07

México

70.000
60.000
50.000
40.000
30.000
20.000

10.000

13,2
3,0
7,6
>0 4,8
4,4
35 33
2.9 oo 28 31
2,2 5022 _21
EE 151615
0707 0.3
Peru Dominican Spain [taly Portugal United Kingdom
Republic

2010 2011 2012 2013 2014 2015 2016 2017

Spain [taly [ Portugal [ United M Argentina M Brazil Chile Colombia CostaRica
Kingdom

Figure 11 Number of POS per million inhabitants, 2010-2020

Source: Afi, based on central banks and bank superintendencies. Data not available for Chile. The data for the United

Kingdom have been estimated taking into account the data for the previous period.
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Credit card financing continues to be a
pattern that is more Latin American than
European

The ease of consumer financing with a credit card persists in the greater
dynamism that it has historically shown in Latin America in relation to Europe, even
considering the unique case of the United Kingdom.

In fact, the weight of consumer financing with a credit card has a significant weight
with respect to domestic GDP in Colombia (6.0%), Chile (4.0%) and Brazil (3.9%),
with Costa Rica (3.2%), Argentina (2.4%) and Ecuador (2.3%) in intermediate
positions, but all above the weight represented by this method of financing
purchases in Europe, except in the case of the aforementioned United Kingdom
(2.3%).

48.217

12.808
9.400 9.423

Argentina Brazil Chile Colombia Ecuador

m 2015 2019 2020

Figure 12 E-commerce in Latin America, 2020, million USD

Source: Afi, based on national e-commerce chambers and associations and specialized reports.
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E-commerce only clicks in Italy

Retail e-commerce in Latin America (Figure 12) has multiplied by almost sevenin
the period 2010-2020, reaching a global figure of 107 billion dollars in 2020. Brazil
concentrates 45% of the value of registered sales, followed by Mexico with 29%
and Argentina, which occupies the third position with 12%. Colombia and Chile
represent 9%, respectively, of the region’s total.

In Europe (Figure 13) the behavior and dimension of e-commerce in the United
Kingdom, one of the largest markets for online sales at a global level, stands out by
far. Not in vain, the value of e-commerce transactions paid with cards exceeds 225
billion euros, a spectacular increase of 20% during 2020. In number of online sales,
there are more than 2,700 million transactions, 4.5% higher than in 2019.

Portugal registered in e-commerce transactions worth more than 7,400 million
euros, noting a significant interannual growth of 20%. Spain has seen its turnover
multiply by seven since 2010, registering in 2020 more than 1,000 million e-com-
merce transactions, 20% more than in 2019, which represented a turnover of
close to 52 billion euros, a 6 % more than the pre-pandemic year.

16.430
6.000
2183
] -
México Peru Dominican
Republic
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Figure 13 E-commerce in Spain, Italy, Portugal and the United Kingdom, 2010-2020, million EUR

Source: Afi, based on the National Markets and Competition Commission, Banco de Portugal, The UK Cards Association and UK
Finance. No data available prior to 2014 for the UK.

Faithful to a demand that must be heard
and read

The demand study included in Chapter 4 of the Report shows that after the worst
months of the pandemic, each available means of payment finds its utility in an
already diversified market.

The online banking adult population has a diverse portfolio of means of payment, a
heterogeneity of means of payment that they use based on their preferences, but
also conditioned by the collection alternatives offered by establishments or points
of sale. So much so, that the gap between what customers want to use and what
is accepted in establishments makes it necessary to have more means of payment
and not to give up any.
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Banks give ground

Traditional banks are beginning to give way to new companies
operating in the financial and payments field, especially the
neobanks. In this way, although the bank continues to be the

bank with which it operates the most, other types of entities are
increasing their presence (Figure 14), especially in Latin America,
where telecommunications companies (through personal loans) or

the presence of Neobanks are generating a new financial paradigm.

However, although the ABI population is beginning to operate with
these new entities, when it comes to establishing a preference or
identifying the type of main entity, the bank continues to be the
protagonist (Figure 15). Two countries do stand out in this regard,
Brazil and Colombia, where just over 26% of the ABI population
indicate a neobank as their main bank, a circumstance that s
explained not only by the large presence of this type of entity, but

also by the age, since it is the younger groups in these two countries

that operate with these entities to a greater extent and identify
them as the main ones.

Xl Report on Trends in Payment Instruments

, , . . . Dominican . , .
Argentina Brazil Chile Colombia Ecuador Mexico Peru Republic Spain Italy Portugal United Kingdom

Banks . 86,3% 85,5% . 90,7% 66,3% . 87,5% 92,7% . 96,7% 86,2% . 95,8% 92,1% . 92,2% 97,3%
Neobanks I 39,6% 64,5% I 36,7% 61,2% I 22,7% 20,0% I 23,7% I 18,2% 26.5% I 29,5% 13,5%
Physical shops/
or stores 13,7% 29,2% 52,5% 26,6% 55,7% 47,2% 43,0% 38,0% 36,9% 151% 43,0% 26,2%
E-Commerce . 62,9% 48,3% I 39,7% 29,7% I 35,2% 42,2% I 33,5% 42,0% I 31,9% 32,4% I 21,0% 22,2%
Big tech companies I 22,1% 36,3% I 25,7% 20,8% I 40,2% 23,2% I 35,0% 50,5% I 19,5% 19,6% I 29,2% 17,7%
Large
telecommunications I 48,0% 59,6% l 58,0% 63,6% . 72,7% 49,2% . 73,7% 74,7% I 32,2% 29,5% l 55,7% 33,2%
companies

Figure 14 Banks or other providers with which the ABI population operates 1

Population analyzed: Total ABI population (400 cases per country)

Source: Own elaboration based on the results of the question “How many banks or other providers do you currently operate with or have you contracted some type of financial or payment/collection

service or product?”

Dominican
Argentina Brazil Chile Colombia Ecuador Mexico Peru Republic Spain [taly Portugal United Kingdom

Banks . 75,0% 62,7% . 86,8% 54,0% . 79,6% 86,6% . 87.3% 75,9% . 89,9% 89,6% . 82,3% 394,2%
Neobanks S,7% 26,2% 2,0% 26,3% 1,.8% 1,3% 3,5% 4,0% 3,5% 7.3% 1.7%
Physical shops/

ysical Shops 1,2% 2,0% 5,3% 5.7% 6,5% 4,0% 3,8% 3,8% 2,5% 0.7% 5,8% 2.2%
or stores
E-Commerce 8,7% 5,4% 0,8% 4,1% 1,.8% 2,8% 0,3% 3,3% 2,2% 3,5% 0,5% 0,2%
Big tech companies 0,7% 1,2% 1,3% 1,0% 2,0% 0,5% 1,3% 4,0% 0,2% 0,7% 1,3% 0,7%
Large
telecommunications 3.7% 2,5% 3,8% 8,9% 8,3% 4,8% 3,8% 13,0% 1,2% 2,0% 2,8% 1,0%
companies

Figure 15 Bank or main operator

Population analyzed: Total ABI population (400 cases per country)
Source: Own elaboration based on the results of the question “which do you consider the main one?”

1 In the Dominican Republic, for the question “With how many banks or other providers do you currently operate or have you contracted some type of financial or payment/collection service or
product?” The “neobanks” option was not specified due to its scarce presence”
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Revealed Preferences
vs Stated Preferences

In 2021, the growth in the number of means of payment used by the
population continues, with a greater role for digital media, despite
the fact that cash is still far from disappearing. Thus, after the slight
decrease in the ABI population that had used cash in 2020, in 2021
percentages of use are recovered that are more similar to pre-
pandemic data from 2019, with more than 75% of the ABI population
of all countries reporting having used cash during the last month,
with the sole exception of the United Kingdom, which stands at
68%.

It is also verified that payment with mobile devices, wallets
or aggregators and payment apps between individuals have
experienced a general growth compared to 2020.

As the main means of payment, however, cash does lose prominence
in all countries except for Portugal and the United Kingdom (Figure
17), which have experienced a small increase in 2021. The card is
consolidated as the main means of payment for the majority of

the ABI population in all countries except Ecuador. And within this
growth, itis worth highlighting that experienced during the year
2021 in Peru and Chile in Latin America, and Spain in Europe.

The more digital options, wallets or aggregators or payment

apps between individuals, although their use has increased very
prominently as noted, are still not meant as the main means of
payment, with the exception of payment apps between individuals in
Brazil, Colombia, Peru and Portugal.
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) ) , ) , Dominican ,
Argentina  Brazil Chile Colombia  Ecuador ~ Mexico Peru Republic Spain
Cash 82,0% 62,8% 69,8% 78,2% 751% 73,6% 72,5% 81,0%
as

81,1% 58,3% 77,8% 80,6% 83,0% 82,0% 80,5% 79,8% 84,5%
Physical debit/credit/ 82,3% 75,3% 83,3% 64,6% 73,8% 69,2% 72,3% 84,8%
prepaid card(s) (plastic) 83,3% 76.7% 89,0% 63,2% 72,8% 80,5% 78,0% 77,8% 90,8%

. . 67,8% 65.8% 76,1% 59,4% 54,8% 63.2% 66,0% 59,3%

Transfers/direct debits

71,9% 65,2% 78,3% 56,9% 66.3% 70,0% 65.5% 69,3% 62.8%
Boleto bancéri 620%

oleto bancario £5 4%
Wallets or card/account 29,0% 15,0% 10,2% 15,6% 12,3% 14,4% 11,8% 12.8%
aggregators to pay in physical . . . . . . . . .
and digital stores 43,8% 13,0% 31,0% 31,1% 16,5% 22,8% 37,8% 17,5% 6,7%
Mobile payment apps between 11,5% 25,0% 26,9% 46,5% 19,0% 24,1% 22,8% 46,3%
individuals 18,7% 61,5% 37,0% 550% | 14,0% 19,0% 61.0% | 23,0% 56,6%
Virtual account or prepaid card 21,5% 14,8% 20,2% 20,9% 19,3% 22,6% 13,8% 10,0%
services 32,3% 16,9% 23,8% 28,9% 24,0% 25,0% 16,8% 11,0%
2020 2021

Figure 16 Means of payment 2 used in the last month (evolutionary 2020 - 2021) 3

Population analyzed: Total ABI population (400 cases per country)
Source: Own elaboration based on the results of the question “Of the following means of payment, which of them have you used in the last month?”

[taly

79,8%
76,5%

81,3%
80,4%

66,8%
63,4%

28,5%
33,7%

23,3%
21,5%

19,5%
16,3%

Portugal

83,8%
81,3%

83,0%
79,0%

84,3%
75,3%

17,8%
5,5%

29,3%
59,0%

26,0%
20,5%

2 The following means of payment have been defined in the questionnaire: The cash option / The “cards” option includes debit, credit and prepaid / The “payments from account”
optionincludes transfers, direct credit and direct debits / The "virtual card” option includes virtual account or prepaid card services (these are digital services, usually for
smartphones, in which you can top up money and use it for payments) / The option “wallets or card/account aggregators (these are applications for smartphones or smartwatches
with which you can pay with your usual cards or bank accounts, allowing you to choose which method to pay with at all times)” / The option of payment apps between individuals

"

via mobile)

3 Forvisual clarity, this figure does not indicate the data obtained for the options “other paper-based payment methods (checks or promissory notes)” or “payment with
cryptocurrencies” because the percentages of use in both cases in all countries are less than 9%. No data is shown on “virtual prepaid account or card services in Ecuador, because

there is no presence of this means of payment in that country.

United Kingdom

66,5%
68,1%

84,5%
81,5%

76,5%
71,6%

19,0%
10,5%

8,5%
7,5%

7,8%
7,5%
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In addition, the main means of payment, the one used for most
payments, as a novelty this edition has investigated the preferred
or favorite means of payment, that is, the one with which the ABI
population would like to make the most part of the payments, if
possible.

In line with the main means of payment, the card is also the preferred
means of payment for all countries except Colombia, where it is cash.
Among the geographical areas that select the card as their favorite
means of payment, Spain and Chile lead the ranking, followed by Italy
and the United Kingdom.

Brazil, Colombia, Peru and Portugal are not only the countries with
the highest growth in users of payment apps between individuals

or those with the largest ABI population indicating said payment

as the main one, but they are also the countries where the highest
proportion of the ABI population indicates it as favourite: between
15% and 25% of the population would always use this means of
payment if possible. Argentina, for its part, stands out as the country
that presents a greater preference for payment through wallets or
card aggregators to pay in physical and digital stores. Cash continues
to have strength in some countries such as Ecuador, Mexico and the
aforementioned case of Colombia.
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Cash

Physical debit/credit/
prepaid card(s) (plastic)

Transfers/direct debits

Boleto bancdrio

Wallets or card/account
aggregators to pay in physical
and digital stores

Mobile payment apps between
individuals

Virtual account or prepaid card
services

2020 2021

Argentina

30,5%
21,4%

41,8%
43,8%

17.8%
17,7%

5,0%
9,2%

1,0%
3,0%

3,5%
4,5%

Brazil

12,0%
8,8%

49,5%
44,1%

23,3%
19,4%

6,3%
5,9%

3,3%
2,0%

3,5%
16,7%

1,0%
2,2%

Chile

12,0%
5,3%

50,1%
62,3%

32,2%
25,3%

2,5%
2,5%

9,4%
3,3%

1,5%
0,3%

Population analyzed: Total ABI population (400 cases per country)
Source: Own elaboration based on the results of the question “And what do you consider to be your main medium, that is, the one with which you make the majority of your expenses?

Colombia

35,9%
27,5%

23,2%
22,7%

20,5%
12,2%

1,0%
6.2%

3,0%
10,8%

7.2%
4,1%

Figure 17 Main means? of payment (evolutionary 2020 - 2021)?

Ecuador

36,5%

31,5%

28,3%

0.8%

0.8%

Mexico

32,3%
32,3%

39,0%
40,0%

18,5%
22,3%

2,0%
2,0%

4,0%
1,0%

2,2%
1,8%

Peru

29,4%
20,8%

27.6%
42,3%

29,4%
28,0%

1,7%
3,5%

5,7%
13,5%

4,5%
1,3%

Dominican
Republic

27,3%
26,0%

38,8%
42,5%

22,3%
21,0%

0,5%
2,5%

5,5%
3,8%

1,8%
2,8%

Spain

22,0%
15,5%

60,3%
74,1%

6.8%
5,5%

5,8%
0,7%

3,3%
3,5%

0.5%
0.5%

Italy

19,8%
17,6%

61,3%
57,7%

9,0%
9,9%

5,3%
7.7%

4,3%
2,2%

1.8%
3,2%

Portugal

11,3%
13,5%

58,8%
52,0%

20,3%
20,0%

3,.0%
0.8%

2,3%
11,5%

1,.3%
1,5%

United Kingdom

11,8%
14,5%

57,5%
58,4%

21,3%
21,2%

5,3%
1,7%

0.8%
0,5%

1,8%
1.5%

4 The "cards” option includes debit, credit and prepaid / The “payments from account” option includes transfers, direct credit and direct debits / The "virtual card” option includes virtual account or
prepaid card services (these are digital services, usually for smartphones, in which you can top up money and use for payments). The “wallets and card/account aggregators” option are applications
for smartphones or smartwatches with which you can pay with your usual cards or bank accounts, allowing you to choose which method of payment you use at any time.

5 Similar to the means of payment used during the last month, in Colombia, 15.6% of the ABI population indicates that their main means of payment are payment initiators.
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But the preferences of users are not alvvays satisfied: not all points of Argentina Brazil Chile Colombia Ecuador Mexico Peru Dggﬂ;j?g Spain Italy Portugal  United Kingdom
sale accompany the consumer in the digital transformation of their
. . . 16,4% 10,5% 7.3% 23,2% 30,8% 25,0% 18,5% 21.3% 19,5% 19,3% 11,8% 21,4%
payments, that s, in the acceptance of forms of payment alternative e ’ ’ ’ ’ ’ ’ ’ ’ ’ ’ ’ ’
to cash with which the population finds itself equipped.
. . . . 381% 35,3% 59,5% 19,9% 32,5% 38,5% 29,3% 37.8% 66,3% 53,0% 45,8% 51,9%
In general terms, the obligation to use cash at the different points of Card
sale (because it is the only one accepted) is greater in Latin America
thanin Europe, but all countries share two types of establishments 16,9% 19,6% 22,0% 11,2% 30,5% 26,8% 20,3% 28,5% 4,2% 8,7% 16,5% 17,7%
as the most restrictive with respect to means of payment accepted: Payments from account
small and medium-sized businesses (markets and food court,
i i - 4,7%
clothing and foo"twear stores, hairdressers) and public transport Boleto Bancario
(buses, taxis, trains).
5.7% 2,5% 2,0% 4,1% 2,8% 2,3% 2,.8% 0.5% 4,0% 1.0% 2.2%
In Europe, despite the fact that the options of means of payment for Virtual card
the different points of sale seem broader, there are also limitations
' : % ,0% 3% 1% ,0% ,0% ,3% 8% 5% 1% ,5% ,5%
or obstacles to payment with means other than cash in the payment Wallets or card 192 &% 3% Y e >0% 0% &8 05% 101 0% 2
of professional services of the home, bars and restaurants, the public aggregators
jtraSns.p'or‘t| ar|1d, e;psaally, slmall businesses. This is especially relevant b 2 5% o4 0% - 15 8% Lok L39% —— 5 0% 6.0% 0% - 0%
in Spain, Italy and Portugal. Payment apps between
P y g individuals

Figure 18 Figure Favorite payment method ©

Population analyzed: Total ABI population (400 cases per country)
Source: Own elaboration based on the results of the question “And what do you consider to be your favorite medium?

6 Inthe questionnaire, the favorite payment method is defined as 'payment method with which you like or would like to pay always if possible!

XI Report on Trends in Payment Instruments 23



1. Key Report Highlights

Dominican United
Argentina| Brazil Chile Colombia | Ecuador México Bsulbllc Spainl taly Portugal

Public administrations (fines, fees, taxes...) 14,7%1 8,8% 8,4% 16,8% 27,0% 15,8% 31,3% 29,4% 9,3% 12,8% 5,5% 4,4%
Utlity bills (water, electricity, gas, internet...) 9,5% 14,4%4 ,3% 26,4% 26,7% 25,5% 23,3% 21,1%3 ,3%8 ,5%3 ,5%4 2%
Publi transport (buses, taxi, train...) 34,9% 35,1% 53,9% 67.9% 75,3% 65,0% 745% 76,4% 31,0% 27,5% 19,1% 10,7%
Small and medium businesses 62,8% 24,5% 54,7% 66,4% 72,5% 72,5% 69,8%6 9,6% 45,3% 36,3% 42,6% 30,3%
Supermarkets and department stores 6,7% 5,7% 5,1% 19,4% 17,6% 13,8% 13,5% 15,3% 5,8% 9,5% 3,0% S,9%
Petrol Stations 11,2% 8,2% 6,1% 23,3% 21,9% 18,0% 22,8% 14,8%4 3% 12,8% 4,0% 5,2%
Motorways 26,4% 26,2% 27,6% 30,9% 39,3% 38,5% 35,3% 53,0% 6.3% 13,0% 6,8% 3,7%
Hotels and plane tickets 4,7% 5,0% 3,3% 10,1%1 0,6% 8,3% 10,8%95 ,0%4 ,3%6 ,0%2 , ,9%
Bar and restaurants 22,7% 11,1% 10,4% 32,1% 31,7% 21,8% 21,3% 23,.5% 35.8% 35,8% 29,2% 10,7%
Recreation 13,2% 6,2% 10,1% 17,3% 22,4% 15,8% 17,8% 24,9% 13,1% 15,0% 8,8% 7,6%
Professional services for the home (plumbing...) 50,1% 28,5% 29,9% 43,9% 46,1% 46,8%4 6,5% 54,0% 26,4% 28,3% 24,4% 10,4%
Medical services (dentist...) 39,2% 10,6% 10,9% 30,9% 31,2% 30,3% 30,8% 43,7% 8,3% 13,8% 8,6% 3,4%

Figure 19 Points of sale where they have been forced to use cash 7

Population analyzed: ABI population that has been forced to pay in cash.
Source: Own elaboration based on the results of the question “During the last year, and in general terms, at what type of points of sale have you been forced to use cash, even if you would have
preferred to use another means of payment?”

7 For the preparation of this table, the answer "Yes, | have been forced to pay in cash, they have put up barriers or it was not possible to pay with other means" has been taken into account exclusively.
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BNPL, an incipient and growing
phenomenon, especially in Latin
America

The BNPL (Buy Now Pay Later) financing system is still afected by
low general knowledge: only the United Kingdom shows high levels
of knowledge and use of this system. By age, some differences are
observed between European and Latin American countries, since
while in countries such as Spain or Italy the system has higher levels
of knowledge in the adult population (over 40 years of age), in

Latin America there is a generalized tendency to greater knowledge
among the younger segment, mainly in Colombia, Argentina, Chile
and Peru.

But despite the fact that the United Kingdom stands as the country
with the greatest knowledge and use of the BNPL financing system,
it seems that a penetration cap is being reached there. The rest of
the European countries show a low intention to use this financing
formula, while a high growth in use is expected in Latin American
countries, led by the Dominican Republic, Ecuador and Mexico, which
stand out for the high declared intentions of future use.

Xl Report on Trends in Payment Instruments

Argentina Brazil Chile Colombia
65.2% 65.7% e 61,5%
34,8% 34,3% 38,5%
15,0%
Peru Dominican Republic Spain Italy
73,0% 9
. 54,5% 9 61,1%

45,5% ° 43,1% e 38,9%

27,0%

Si No

Figure 20 Knowledge of the BNPL financing system

Population analyzed: Total ABI population (400 cases per country)
Source: Own elaboration based on the results of the question “Did you know about this financing system?”

Ecuador

0,
433% 267%

Portugal

71.2%

28,8%

Mexico

69,2%
30.8%

United Kingdom

68.6%
31.4%
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The smartphone is already the dominant
device

Many more trends and findings

Asking people in their capacity as actual or potential users reveals quality
information for public policy and business decision-making. Year after year, this
Report has approached the demand in order to contrast what the data reveals and
what the offer experiences and perceives.

The dominance of the mobile phone is confirmed , the use of which skyrockets
in 2021 for sending money, payments in physical stores and e-commerce, the
latter purchase channel especially in Latin America where the smartphone gains
ground over the personal or laptop computer. In Europe, although the use of the
smartphone is also growing to make purchases online, the use of the personal
computer continues to be higher.

How, if at all, does two-factor authentication affect e-commerce abandonment
rate from a user perspective; what is the population’s perception of the new
payment service providers; how loyal customers are to their main financial
institutions; or what are the barriers to mobile payment in stores, among many
other questions, have their answer in this Report.

Dominican

Argentina Brazil Chile Colombia Ecuador Mexico Peru Republic Spain Italy Portugal  United Kingdom Figure 21 Devices used to buy products and/or
services online (2020-2021 evolution).
82,8% 81.2% 81,4% Population analyzed: Total ABI population that has purchased online.
76,4% Source: Own elaboration based on the results of the question “With which device do you
74,0% usually make purchases online?”
navw | O~23F / 7L0% 72.3% 71,4% ymaKep
) 68,7% 77,4% 68,1%
0 742%  o—® 66.7% ' 0
62,1% T 66i%/. oo 72,4% 65.4% e 65,2%
/ 60,0% e 63.0% 6 000 o\.
, (]
62,7% 55.7% 63.6% , —° 64,6% 64,0%
61,8% =70 62,0% 6070 27 60,5% 621% 61,2%
59,1% ! 56,7%
56,0% 55,3%
51,3% 42,1%
41,2% /
37.6%
20,3%
15,0%
111% 105% 10,0% 1L5% ted% 19,1%
8.8% ’ ’
7.0% . ey
43% 93% 390 340, 46% 070 13,6%
2,5% ’ 70
' 10,0% 8.6%
7%  6,7% 7,7% 6%
2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021

—e— Personal computer or laptop
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2. The Vision of the Sector

Transition to a hybrid,

interoperable and contextual world

The payments ecosystem finds itself in 2021, surpassing a 2020 described a year
ago as extraordinary, at a time of accelerated transition towards the development
of full capabilities in the physical and digital worlds, both dimensions in which
payments are increasingly faster, easier to use and more comfortable. Roberta
Isfer, Innovation Strategist & Content Director at Visa observes a trend that is

here to stay, confirmed by the behavior of people in all markets that have been
overcoming the strictest confinements: Phygital. “The consumer chooses what is
most comfortable, and will navigate between the physical and digital, also reflected
in payments.”

These hybrid capabilities are also expected to be innate in all types of connected
devices (soon, with the deployment of 5G and the Internet of Things, on an
unimaginably larger scale) and that any solution is operable from the same channel
and is capable of respond, without being noticed, to the particular context in which
we find ourselves.

The new payment value chain is shaped and aspires to grow based on data and
on the preventive, predictive and prescriptive capabilities of artificial intelligence,
as well as on its invisibility (invisible payments) or integration (embedded or
embedded payments). The Internet of Things and Open Banking will mean
advances in offering Seamless and omnichannel solutions to users, with the
conseqguent new business models based on new use cases. “The future will be
the design of hyper-personalized products that, not being a new concept, are
very difficult to achieve: because we cannot be intrusive in people’s lives, who on
the other hand do not expose what they want, they want to be | guessed them”,
confirms Heye Guo, co-founder and CEO of Nanopay.

The future will be the design of
hyper-personalized products

Heye Guo, Nanopay

Xl Report on Trends in Payment Instruments

“5G as a communications infrastructure is going to be a revolution in all industries,
alsoin finance and payments,” predicts Paloma Real, General Director of Mastercard
Spain. “Digital convergence, the incorporation of more devices in people’s lives and
that are in themselves payment or electronic commerce terminals, will flourish with
the deployment of 5G, enabling contextual commerce and pay-per-use.”

“The time will soon come when our digital avatars begin to transact, make
payments and purchases in digital communities, in the metaverse. New
communities and digital universes are created that must be addressed with new
solutions”, predicts Roberta Isfer from Visa.

The time will soon come when our digital avatars
begin to make payments

Roberta Isfer, Visa

The long-awaited and necessary interoperability is the least common requlatory
requirement in terms of efficiency and competition in national payment systems,
despite the proven difficulty in producing spontaneously, that it is offered by the
Motu Proprio market. But there are already important exceptions to this aspiration,
which is beginning to be a condition of public policy, at least recently and at least in
some markets.
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2. The Vision of the Sector

Brazil is an example of a jurisdiction that requires interoperability for some
payment services such as electronic cash, purchasing, QR codes and payment
initiation, through the instruction of common standards that guarantee it. Other
countries in the region - Argentina (CBU-CVU), Costa Rica (SINPE), Mexico (CoDi)
and Peru (BIM) require most Payment Service Providers (PSPs) to transfer without
problems retail payments between them. The one adopted in Chile (still in the low-
value payment clearing house bill) and Colombia (new low-value payment system
regulation) is an approach that promotes interoperability, either for a specific set
of payment types or only for some PSR In much of Central America there are no
specificinteroperability requirements.

Other countries or regions have plans to achieve interoperability, such as the EU
and the new retail payments strategy’s aspiration that future systems be “pan-
European” and interoperable. In this regard, the United Kingdom published its New
Payment Architecture (NPA) planin 2017, with end-to-end interoperability as one
of the key design principles, phase in which it is. The NPA implies a renewal of the
payment plumbing to replace the current interbank system of immediate payments
with a new clearing and settlement infrastructure based on the ISO 20022
messaging standard, enabling the eventual Internet of payments.

Other initiatives aimed at improving interoperability and competition consist of
granting PSP access to payment systems and central bank accounts to prevent
operators acting as "Gatekeepers’, or with market power, from preventing access
to innovations, new solutions and new participants with practices that may be
considered anti-competitive. The Central Bank of Costa Rica has been a pioneer

in providing PSP access to the National Electronic Payment System (SINPE). “The
Central Bank is doing the job of enabling access to payment systems that in Europe
has been required of private banks. If we don't do it this way, the payment industry
would not develop at the rate itis doing, because payments are essential for any
fintech business vertical,"acknowledges Carlos Melegatti, Director of the Payment
System of the Central Bank of Costa Rica.

Xl Report on Trends in Payment Instruments

Competition in current payment
systems

"From a technology standp