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GOOD PRACTICES FOR FINANCIAL CONSUMER PROTECTION




Good Practices for Financial
Consumer Protection

w « Originally developed for Europe

Good Practices for

Financial Consumer Protection

and Central Asia

Launch of revised Good Practices in
June 2012

Set of Good Practices developed
using international benchmarks,
such as:

> Principles and recommendations
released by the Basel Committee,
IOSCO and IAIS, and the OECD

> Laws, regulations and codes of
business practices from developed
countries and the experiences of
reforming emerging economies

30+ Diagnostic Reviews in 4
continents



Good Practices for Financial Consumer
Protection

Banking

Good Practices for each segment covering:

»  Legal, regulatory and institutional
framework

Consumer disclosure
Business practices
Dispute resolution mechanisms

Financial education

Non-Bank
Credit

Credit
Reporting
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Global Survey on Consumer
Protection and Financial Literacy

» Who? Financial regulators (central banks, bank supervisory agencies, financial consumer
protection and market conduct regulators where exist) — 114 respondents

» Why? Review of trends and benchmarking practices in financial consumer protection around the
world to assist countries in policy reforms and to stimulate the debate on this topic.

» What? Financial consumer protection and financial literacy framework and implementation
arrangements for deposit and credit services:

Legal framework (applicable laws)

Institutional arrangements (institutional structure and functions and powers of relevant
authorities)

Disclosure Requirements (account opening, periodic statements, and other)

Fair Treatment (deceptive advertising, bundling, abusive collection practices, etc.)
Responsible Lending (ensuring affordability and avoiding over-indebtedness)

Dispute Resolution and Recourse (set-up, timeliness, accessibility, type of complaints)
Activities implemented in relation to financial education / literacy.

Responsibility and institutional arrangements to enforce financial education / literacy.



The number of countries with a legal framework for CPFL increased
between 2010 and 2013

Regulations on financlal 103

consumer protection within
financlal leglslation framework

General consumer
protection law

General law, explicit law or both (only) - 7 countrles

Regulations within financlal framwork (only) - 16 countrles
Consumer protection law

with a reference to financlal
services or a separate flnanclal
consumer protectlon legislation

General law and regulations within financlal framework - 31 countrle:

General law, explicit law and regulations within
financlal framework - 35 countrles

Expliclt law and regulations within flnanclal framework - 23 countrle
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None - 2 countrles
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Note: Data on 109 countries responding to 2010 and 2013 surveys. Note: Based on responses from 114 economies in 2013.



Mirroring diffused legal
frameworks, in most
countries multiple regulatory
and supervisory agencies
have a responsibility for
financial consumer
protection. The institutional
framework is determined by
the existing bank supervision
arrangements and the
overall consumer protection
institutional framework.

- Integrated single agency (only) - 18 countrles
- Integrated multiple agency (only) - 53 countrles
- Twin Peaks (only) - 4 countrles
i General CP regulator (only) - 4 countrles
- Integrated single agency & general CP regulator - 11 countrles

Integrated multiple agency & general CP regulator - 18 countrles

Other - 3 countrles

Note: Data for 111 countries that provided information on
financial consumer protection institutional arrangements.



More countries assigned legal responsibility for financial consumer
protection to financial supervisors and created dedicated supervisory
teams or units between 2010 and 2013

Q7

Agency Is responsible
for financlal consumer
protection (no separate unit)

Agency has a dedlcated unit
for consumer protection

46
- As part of prudential supervision (only) - 26 countries
- Separate from prudential supervision - 39 countries
0 20 40 60 80 100 - Both within and separately from prudential supervision - 7 countries
B 2013 2010 No unit - 28 countries

Note: Data for 109 countries with data for 2010 and 2013.



Responsible agencies broadened their range of compliance monitoring
tools between 2010 and 2013, especially in terms of collecting statistics

on the number of complaints....

81
Onsite inspections
74
Monitor Fl advertising,
websites 48
I -
Collect complaints
statistics from Fls 23
I
Operate a hotline
36
[ -
Conduct interviews
16
[ -
Mystery shopping
14
(0] 20 40 60 80 100
Number of countries
I 2013 2010

Note: For 97 agencies with responsibility fo financial
consumer protection and data in 2010 and 2013.
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33%
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Note: For 100 agencies with responsibility for financial
consumer protection in 2013.



...most superuvisors collect and monitor complaints though few have an
authority for directly resolving complaints or making binding
decisions

Besides supervisory tools, enforcement powers were expanded too

Warning
Respond to complalnts
Fines and penaltles

Reglster complaints

47
Withdraw advertisements
29

Asslst Indlrectly In

resolving complaints Require refund

Analyse/publish
complaints statistics

Withdraw license

Public notice

other M 2

O 10 20 30 40 50 60 70 80 90

Asslst directly In
resolving complaints

Make binding declslons

0 20 40 60 80 100 Number of countries
Numbers of Countrles HEE 2013 2010

Note: For 100 agencies with responsibility for financial

consumer protection in 2013. Note: Based on 97 economies with a responsibility for
financial consumer protection and data in 2010 and 2013.



Disclosure requirements at opening are more common than periodic
disclosure (90 to 70% for banks, 76 to 54% for other regulated entities)

Disclosure at opening

Required insurance

Computation method

Annual percentage rate using
a standard formula

Fees
Minimum balance requirements
Method of compounding

Early withdrawal penalties

Annual percentage
yield and interest rate

Fees and penalties

Prescribed standardized
disclosure format

Recourse rights and processes
Local language requirement

Plain language requirement

0 20 40 60 80

Numbers of Countries

Note: Based on responses from 114 economies in 2013.

Periodic disclosure

Annual percentage rate
(applied during the period)

Minimum amount due

Date due 63

Outstanding balance 65

All transactions concerning the account
for the period covered by the statement

Fees charged for the period

66
68

Interest charged for the period 69
Annual percentage yield
Amount of interest earned
Account balance

Fees imposed

Procedures to dispute the accuracy

Detailed transactional information 64

O 10 20 30 40 50 60 70 80

Numbers of Countries

Note: Based on responses from 114 economies in 2013.



Most countries have a third party dispute resolution mechanism in
place, while in a third of economies, financial supervisors operate an
ombudsman-like entity

Financlal ombudsman

Medlation /Arbltration service

No dispute resolution system

- Industry based - 12 countrles

General ombudsman - Independent statutory body - 15 countrles

- Within supervisory agency - 32 countrles

0] 20 40 60

Numbers of Countrles Multipie - 10 countries

Note: For 69 economies with finanical ombudsman or similar

Note: Based on responses from 114 economies in 2013. institutions.



Most financial regulators are involved in efforts to improve financial
literacy and financial capability

Develop training materials
Provide training directly

Develop a stategy
for financial literacy

Conduct survey
of financial literacy

- Responsible for financial literacy - 63 countries
Issue guidelines on FL to Fls

- No explicit authority, but involved in financial literacy - 18 countries

- Not involved in financial literacy - 33 countries

Note: Based on responses from 114 economies in 2013. Note: For 114 economies responding 2013.
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Opportunities: Digital Payments

The Opportunities of
Digitizing Payments
How digitization of d i

an
contributes to the 620 goals of broad-based economic growth,
financial il ion, and women’s i ‘ment

the Better and
i jal inclusion.

August 28, 2014

BILL& MELINDA
B revonosow serTeRTAcASH LA e

The Opportunities of
Digitizing Payments
www.gatesfoundation.org/~/media/GFO/
Documents/What%20We%20Do/
G20%20Report Final.pdf




Opportunities: Digital Payments (2)

‘A role for government. Government effort is needed to facilitate the movement of financial
transactions from cash to digital, especially with regard to reaching individuals in financially
underserved areas.”

‘Play a catalytic role in building a digital ecosystem by moving its payments from
cash to digital. The sheer volume of government payments, from salaries to pensions and
social cash transfers, has the potential to add significant volumes of transactions to service
providers.”

“Construct a supportive regulatory environment. In order for the private sector to be able
to provide digital payments solutions, it needs the space to develop innovative payment
products. This means a requlatory environment that recognizes the contributions of financial
sector players other than traditional banks, such as nonbank payment services providers

and mobile network operators.”
18



Opportunities: Digital Payments (3)

"Establish an appropriate financial consumer protection framework. The potential
access by consumers to digital services that go beyond basic banking functions, including
credit, investments, and complex or bundled products, raises associated risks for consumer
segments with weaker financial capability. There are also significant issues concerning
fraudulent, misleading, and unfair commercial practices, and consumers require the right to
dispute any unauthorized transaction. Data privacy and security are important issues to be
raised, and governments should safequard personal information against loss or thefft.
Consumers should have access to appropriate (independent, impartial, and free) redress
mechanisms."

"Consumer education. Poor recipients and those living in remote areas might not be
familiar or comfortable with using a digital payment system. This is especially a challenge
for social cash transfer programs that by definition often target the poorest people. Assuring
basic financial literacy is necessary; for example, recipients should be educated about using
and remembering their PINs, understanding how much money they should receive at each
payout period, and knowing what to do if something goes wrong (Zimmerman et al., 2014).”
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CP: Selected Resources

Financial Inclusion Strategies
Reference Framework

INNOVATIONS IN RETAIL
PAYMENTS WORLDWIDE

A SNAPSHOT

Outcomes of the Global Survey on Innovations in
Retall Payment Instruments and Methods

October 2012

e —
Responsible Finance FI Strategies Global Survey on
Website Reference Framework Imnovative Retail Payments
responsiblefinance.worldbank.org bit.ly/FIStrategiesReferenceFramework worldbank.org/financialinclusion

Good Practices for
Financial Consumer Protection

General Principles for
Credit Reporting

Good Practices for Financial General Principles for Credit
Consumer Protection Reporting
bit.ly/GoodPracticesConsumerProtection bit.ly/GeneralPrinciplesCreditReporting 20






