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Innovation and security

The Role of Regulation in an Ever Changing Digital Epvironment



2014, Financial Reform

* Regulatory framework based on four principles:

Protection of
users
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Issued cards in Mexico have increased significantly
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* Compound annual growth rate
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Points of Sale
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Terminals provided by Banks

Ewiite of Sale
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Merchants acquired by Payment Facilitators

Merchants connected by Payment Facilitators
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Source: CNBV
The figures of merchants that operate by internet and apps include only those that had operations during last year. \\\
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Annual growth rate of POS operations
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Average card transactions in
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Cards usage
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‘Payment networks, Mexico vs Spain

Total Transactions (thousands)

POS Terminals
1,658,540 1,713,410

1,593,432
3,045,589,000

683,857,000
2,502,611,006’ —— .
2,305,657,000 [ ] Mex_lco
M Spain

(322,124 410,004

B México
B Spain

Thousands

777,427,000

2013 2014 2015 2016 2017 1T

Cards issued (thousands)

1712878 168,351,989 170,644,522 Transactions per Issued Card

163,189,722
152,784,363

M

B México

B Spain B México

,850,000 B Spain

Thousands

2015 2016 2017 1T
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Regulatory Changes

Challenge Actions taken by CNBV Regulatory
Validation of Requirement for validation of cryptograms /,/..;;:**"
cryptograms generated by card chips and issuer h 4

Mandatory request of 2 factors authentieation, for ,;r)"”'"

Use of Chip + PIN : :
card present transaction over certain amount

Devaluation of Tokenization and 2 factors authentication for card e
operations data not present operations y
Protection of International data protection standards or similar, v
sensitive data such as PCI DSS and PA DSS 7
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Current projects with stakeholders derived from three
different analysis to increase acceptance

» |Implement chip + pin or chip + other alternatives for card present transactions (credit and
Security and fraud debit)
prevention » Improving security protocols for card not present transactions and standardizing liability
shift criteria

Innovation and : HB‘E%SHA I(D:glnDo ?ﬁccoa %Hasrg/cs?em to provide customers. control
technology * Adopt d1g1tal service models and e-wallets
» Invest in innovation and technology for the co-development of products and solutions

Deposit-taking and « Communicate basic products characteristics targeting low and medium low segments.
financial inclusion

Acquiring and
service to
merchants

* Encouraging low-cost acquiring models to merchants
Improving after-sales service to merchants (training and support)

« Stimulate use of Electronic Payments in low-value transactions
Reframing charges on interbank cash withdrawals to encourage card usage

 Eliminate cash subsidies and cash costs bundling with other banking products and
communicate cash cost to merchants

Clearing models

mastercard.



Challenges for the next 3 to 5 years

Increase card acceptance:
Total Participants _119 .
« Schemes as promoters of strategies

for banks;. payment facilitators and
Issuers _80 fintech to enter. or increase their stake
In the card acceptance.

Specialized entities 9 « Promote the entry of global
companies, with proven-.technology,
acceptance products and expertise.

i [0 . CAGR for “Merchants with POS”"
« Banks: 10.95%
« Payment facilitators: 72.8%

Payment Facilitators

Schemes 3
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Remember to fill out

Check out the MasterCard swag
at the MC Store!

@ mastercard.




