CENTRAL BANK OF KENYA

Remarks by

PROF. NJUGUNA NDUNG'U, CBS
GOVERNOR
CENTRAL BANK OF KENYA

durung the

LAUNCH OF FAMILY BANK LIMITED MOBILE BANKING
SOLUTION

Kenyattn Infernational Conference Centre, Nacrobe
Decemwber 5, 2013




Mr. Wlfred Kiboro, Chaiwrman, Boord of Durectors, Family
Bank;

Myr. Peter Munyury, Chuef Execntive Officer, Family Bank;
Board Membery present

Management and stoff;

Dutuinguished Ladies and Gentlemen:

I+ & my honowr and pleaswwe to- joun yow this morning to
formally lawnciv Hie Family Bank enjranced Pesa moh! mobile
boanking solution. Before making my remarks, let me take His
opportunity tfo- thank the Duectory and tive Management of
Family Boank for uwiting me fo- make the keynote addiess at
Huis awgpiciouns event: The lawncle of the enhanced Pesa mob!
play o critical role n deiving funancial inclusion. H will
extend to- bothv Family Bank cmstomery and non customery to-
open virtual accounty withv Family Bank and Uy expected to-

Ladies and GenHemen; funancioal inclusion y an tmportont
aspect of Kenya’y development agenda. Kenyo'y development
blie print, Vision 2030, covering Hhe period 2008 - 2030,
erwisages the financial services sector being travsformed into- a
vibrant and globally competitve sector that will drive huigh
levels of soaings to- finance the country’s bwestment needs: The
travsformation enfals doubling depositsy mobplization from
44% to- 80% of GDP and enhancing growtr of senings
channelled unto- productive wwestments from 14% to- over 30%.
Thisy goal can be achueved by addressing the financial sector’s
vislony  opjectves of enhancing financial systewm  stabuity,
efftechency, and. exponding funanciol access and nsage.
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Under Vusion 2030, there are medivum term plans (MTP) set owt
v o seriesy of five year plans: The first MTP way umplemented
between 2008 and 2012. The Second MTP (2013 to- 2017)
outlines the specifie policies, programmes and projectsy that the
Government untendy to- implement during e five year period
v order to- deliver accelerated and inclusive economic growtn,
higher laing standords, uncreased jobp creation and endranced
ogricndture, among otivery. Specifieally to- He funancial sector,
tHe second MTP undertakes to- encourage sovings mobilisation
and lmprove resource allocation to- key growtiv sectory

Ladies and Gentlemen: the adient of mobiUe-phone firancial
services (MFS) un Kenya, since 2007, hay played. a critical role
v meeting the objectives of Vision 2030, particwlarly
endranced access to- funancial services. Banks, Uke Faomdy Bank,
howe nereasingly embraced suciv alternotive delivery chavunels
fo- adwance funanciol wnclumsion: Ay a resndt; the funancial
syster s now- offering an ncreaseds and more dinverse range of
financial services and producty to- more Kenyans, coverung a
wuwler geograpiuical spread, and evenn goung beyond Kenyan
boroers.

The recently released FinAccessy Survey, 2013 bears witness to-
the gainsy made n enhancing te reach and coverage of
funancial services to- Kenyans: It shhowed Hrat the proportion of
tHe adult population wsing formal funanciol services rose to-
66.7% U 2013 from 27.4% un 2006. The proportion of the
from 39.3% un 2006 to- 25.4% un 2013. Furtrer, Hre proportion
declined from 352% n 2006 to- 7.8% v 2013. Mot telling s
that the wse of MFS has more thaw doubled from 28% un 2009
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to- 62% un 2013 implying a direct contribwtion of tihe ncreasecd
wse of MFS to- the unereased access to- funancial services.

Ladies and Gentemen: Besioes tHhus unprecedented growtiv, we
howe witnessed uncreased competition and diversity un the MFS
spoce withv more tfelecommundication companies lannching
mobile money producty and commerclal banksy ncreasingly
financiol services. The emergent competition has and continnes
to- ersre cost-effective and efficlent service delivery for tihe
benefut of the wmajority of Kenyans and MSEy previowsly
experiencing a deartiv of financial services:

Ay we develop the MFS plotforms, there ave critical policy
Bsues that we will continune fo- addressy regarding competition
ondl  exclmsinvity, wnferoperabplity ond consmwmer protection,
among othersy. We acknowledge that uinferoperablity wwst be
market deven, so-that uf can be most beneficial for pushing the
financial inclwsion frontiery forwarod. We will provide the
necessonry  administrotive  back-wp: At the same tume, we
encourage the practiee of non-exclusivity amongst wmarket
players. We also- acknowledge that comsumer protection Uy
crifical v the funancial inclmsion equation to- evsure Haot
chenty recewne guality services wiuthowt thewr consumer rights
being infringed upon.

Ladies and Gentlemen: To- adduress tHhese policy Usunes:

o The Central Bank wusuned revused prudential guidelines
wiwcihv  came  wunfor  effect on I Janumary 2013, These
gquidelines unclude new consmmer protection guidelines tHhat
provide guidance on  nformation discloswre,  dispute
resolntlon, fair tfreatment and customer awoireness, among
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otihersy, to- evsre that covsmumersy are aware of Hwelr rightsy
and. dudy protected.

o The Central Bank iy also on Hie verge of ssuing tHhe National
Payment System Regulations for the umplementation of tie
Notional Payment System Act: In an effort to- encourage
witeroperablity of payment systems, we have expresly
provided for participanty in the payment systems to- operate
open systems capabple of becoming nteroperabple witihv other
poyment systems uv the country anod unternationally. This v
In the same vein, the Central Bank has proposed un Hre
Regulations that payment participontsy showld share refaul
oagents. This shhoudd however take unto- accownt estaplishument
costy newnrred by  partlcipantsy whose agentsy ore to- be
contracted by other participants. It vy enwisaged thot tharougiv
a management body to- be established wnder tivis regulatory
fromework, porticiponts will agree o modalities on hhow to-
cost effectely shave agents:

Ladies and Gentemen: The development of the funancial sector
ande enhancement of funancial incluwsion cannot be realized
without collaboratwve efforty of botiv public and prwvate sector
players: The maorket partieipondts have o critical role to- denelop
producty thaot are requared by Uy segment of tihe market: The
regulator onw the otihver hand ay a development agent will
Inv s regarod, | acknowledge the portnershuip between Family
Bank and Uy felecommunications providery for untrodueing
nereased mobile phone participants. Your strategy to- leverage
ow technology wll contunmne to- stumudate He growtiv of overall
furnancial services un He uindustry.
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The produwct being lanwnched today: PesaMolr will enrance
under-bonked asy well as provide corwenience to- existing
cwstomers. | am unformed, that tive product will do- Hus Hwouglv
Uy key mobile phhone-centric characteristics wirieh are: -

o Covwennent and secure access to- funds anytume tiwouglv over
115 ATMy and over 1,000 agents of Family Bank.

oAbty to- travsfer money to- M -Pesa and vice versa.

o Payment of goodsy and services from merchanty countrywide.

o Purchase of airtume.

o Access to banking services on a 24/7 basis

| congrotwmlate Fomily Boank for Hre continumed commitment to-
esuring thet financial services oave avoidabple to- all ot o
services accessibple and Hhe development of owr covntry.

i+ & now my dutinet honowr to- declare tive Famuily Bank
PesaMob! Virtual Bank officially lanncired.

THANK YOU



