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FEBRABAN Bank Technology Survey 2015

Sample and methodology

Participation of 17 banks, which represent 93% of the assets of the bank
industry in the Country

Realization by means of application of an online form at the financial
institutions, interviews with specialists, consolidation of public data and
data from Deloitte surveys.

Big topics of the study

Usage of bank services - access to essential bank services
 Channel diversification - more options for the clients

« Transactions per channel - the user’s trends

« Digital clients - alook to the emerging profiles

* Clients in remote channels - growing use

* Investments and expenses in technology - Brazil x world




FEBRABAN Bank Technology Survey 2015
Executive Summary

1. Usage of bank services continues growing

* The relationship of the Brazilian population 0)
with the financial institutions, according to 896 /0
the trend indicated by data from the Central

of the Brazilians use
Bank. bank services (2015)

2. The digital transformation consolidates

« The financial institutions show to be inducers of a big 4.7 billion for
ongoing transformation, which comprehends consumption L
habits and access to available technologies. 11.2 billion

was the increase of

« The growing use of digital channels, which has already transactions in mobile
shown to be a trend in previous years, is under banking between 2014
consolidation, with strong expansions of the mobile banking and 2015 in

_ _ B translations per digital

» Series of market factors sustains the progress of the mobile channel

channels in the relation between clients and the financial 0
industry - since the increase of the access of the population (+ 138 /O)
to the Internet to the growing use of smartphones \ -



FEBRABAN Bank Technology Survey 2015
Executive Summary

3. Physical means remain relevant

* In the universe of correspondents, there was a slight drop in 2015,
influenced by factors with economic conjuncture, strategic decisions
related to the channel diversification and the clients” preference.

* Nevertheless, the physical means still show to be relevant, according
to the survey.

4. Brazil is the BRIC country that RS 19 ‘

Invests in IT the most o -
billion
were the L
« Among the 10 biggest economies of the world, the :
o . : investments of the :
country is in 7th place in expenses for IT in the bank financial | i 5. B

sector (compared to the GDP proportion) institutions in

technology in

* Itis also in 1st place among the BRICs (in the same Brazil in 2015
comparison)




Bank services in Brazill



Bank services In Brazil advance

The Client Registry of the National Financial System (CCS) provides the dimensions of
access by the citizens to the essential services*

m Population (aged as of 16 years) B Active CPFs «Ow Rate of bank service usage

0
200 N 87.0% 89,6%

82,8%
180 77 8% 79,9%
14,7% :
(0) )
140
120
100
80
60
40
Note (*):
2 Resolution
0 3.518/2007 of
Banco Central do
0 Brasil
2008 2009 2010 2011 2012 2013 2014 2015
Sources: 1) Active CPFs of Banco Central do Brasil (these a single CPF [taxpayer] numbers of people aged above 15 years)
2) Brazilian population aged 16 and more of the PNAD survey of IBGE and the IBGE Population Projection survey. 6

3) CCS does not record data from bank transactions and balances



Channel diversification




Channel diversifications grows

The service channels, which the client uses to contact the bank, are in stage of
consolidation, with highlights to the strong growth of the mobile banking

In billions translations Internet
banking
m Mobile Banking 2014: 18.0 bi
m Internet Banking 2015: 17.7 bi

m ATM: Automated Teller Machine
B POS - POS: Point of Sale

m Bank branches I\/IObi!e
Correspondents in the Country banking )
Contact Center 2014: 4.7 bi

2015: 11.2 bi

32bi 36 bi 40 bi 48 bi 54 bi
LY jo o

2014: 10.2 bi

A B
ATM < A

| 2015: 10.0 bi EN
ATM: Automated
Teller Machine Contact centers
2014: 1.5 bi
2015: 1.4 bi
Correspondents Branches
ab b ‘ : 2014: 7.2 bi ¥4 2014: 1.5 bi 2014: 4.9 bi
2011 2012 2013 2014 2015: 7.8 bi 2015: 1.4 bi 2015: 4.4 bi

POS: Point of Sale
Source: FEBRABAN 2015 survey




Branches

There was a slight drop in the absolute number of physical branches,
but the regional distribution remain stable

In number of branches Per region

(in thousands)

_ 23,1
In Brazil 22.9 99 North: 1.1
(in thousands) ’ ggig 20;0 Northeast: 3.6
$ 70 2014: 16%
2015: 16%
Center-West: 1.8
2014: 8%
2015: 8% '
“ Southeast:
12.1
2014: 52%
South: 42915:52%
2014: 19%
2011 2012 2013 2014 2015 2015: 19%

Source: Banco Central do Brasil



PABs and PAEs
As the branches, PABs and PAEs were also adjusted in 2015

In number of PABs and PAEs _
Per region

PAB: Po_int of B_ank Service PAE: Point of (in thousands)
Electronic Service
North: 3.4

In Brazil
- 70
(in thousands) 49 4 51,0 ggig ;Oﬁ) Northeast: 8.7
46 .4 48'2 ’ ) 0 2014: 19%
’ 45,5 2015: 19%
Center-West: 4.2
2014: 9%
2015: 9%
Southeast:
20.9
2014: 47%
South: &815:47%
2011 2012 2013 2014 2015 2014: 18%
PABs: bank attendance posts 2015: 18% .

PAEs: banking electronic service branches
Source: Banco Central do Brasil



Correspondents

There was a drop in the number of bank correspondents in all regions in the country due to
the closing of stores, such as vehicle retail, real estate, furniture and electrical domestic
appliances, in addition to acquisitions from credit partners

In number of correspondents

Per region
(in thousands)
Brazil 375,3 North: 13.8 _
(in thousands) 354,9 346,5 2014: 5% ?L(I)I’gtheast.
2015: 5% '
2014: 18%

2015: 19%

293,8

160,9

Center-West: 24.9

2014: 8%
2015: 8%
Southeast:
138.4
: 2014: 48%
Z - 470
South: 2015: 47%
2011 2012 2013 2014 2015 61.8
Source: Banco Central do Brasil 2014: 21% H

2015: 21%



Transactions per channel




Transactions per channel

The growing representativeness of the mobile banking is the big highlight of the historical
evolution

54 hi
Total transactions and services WITH and WITHOUT financial movement
(in billion) 48 bi
0,
. sl 10% o
40 bi
4%
1% 33%
0% 37%
I Mobile Banking ’ 41% ’
39%
B Internet Banking 38%
B ATM - Self-service
B POS - Commerce Points of Sale 21% 19%
23%
B Bank branches 26% 25% ’
Correspondents in the Country
Contact Center 16% 16% 16% 15% 15%
12% 11% 9% 11% 8%
4% 4% 3% 3% 3%
4% 4% 4% 3% 3%

Source: FEBRABAN 2015 survey 13



Relationship by means of the channels

The transactions using digital channels (Internet and mobile banking) exceeded more
than 50% of the total in relation to other modalities

= |nternet banking, mobile banking mm POS mm Other Channels (Branches, ATMs, Correspondents and Contact
Center)
60%

954%
55%
50%
45%
40%
35%
30%
25%
20%

15%

10%

Total transactions per channel

Source: FEBRABAN 2015 survey e



Relationship by means of the channels

As a whole, the digital channels clearly consolidated as the mostly used in the
transactions made, already exceeding two thirds of the total

== |nternet banking, mobile banking and POS mm Other Channels (Branches, ATMs, Correspondents and Contact
Center)

61% 62% /o

65%

oo 54%

55%
50%
45%

40%

31%

35%
30%
25%

20%

2011 2012 2013 2014 2015

Total transactions per channel

Source: FEBRABAN 2015 survey 15



More transactions without financial movement

The volume of operations without financial movement grows as a result from the digital
inclusion in the country and the virtualization of the bank services

With financial movement J00% Without financial movement
60%
0}
53% 50% 90%
oo 47% 47% st 76%
44%
70%
36%
0 0 60%
31% 32% 34% 34%
50%
o 0
30% 40 /0 38%
0 40% 0
leve 18% 19%  19% 20% 32%  30%
20% 0 30% 24%
20%
10%
10%
0% 0%
2011 2012 2013 2014 2015 2011 2012 2013 2014 2015
= |nternet banking, mobile banking mm POS mm Other Channels (Branches, ATMs, Correspondents and Contact
Center)

Source: FEBRABAN 2015 survey 16



More transactions without financial movement

Either in the transactions WITH movement or in those WITHOUT movement, there is a
consistent progression of the use of digital channels in the operations

W|th financia' movement W|thout ﬁnanCial movement
60% 100%

56% 90%

80%

716%

" 53% 53% 53%

70%

60%

50%

AT% " 40%  38%

0% 32%  30%
30% 24%

20%

44% 150

47% 47%

45%

40% 0%
2011 2012 2013 2014 2015 2011 2012 2013 2014 2015

== |nternet banking, mobile banking and POS mm Other Channels (Branches, ATMs, Correspondents and Contact
Center)

Source: FEBRABAN 2015 survey 17



Relationship by means of the channels

The mobile banking stands out for the speed of the progress,
Increasing its number of transactions in the last year to more than the

double.
Evolution of the transactions per channel

. . . i . of i
(In number of transactions — in %) No O(Er:r;ﬂ;i‘):t'ons No O(irfrsiﬂ;i():t'ons
2014 $ 2015 $

Source: FEBRABAN 2015 survey B \without financial movement I With financial movement 18




Relationship by means of the channels

When compared to Internet banking, mobile banking has passed a
very fast evolution this decade.

In number of transactions
(in billion)

Internet Banking Mobile Banking

11.2 bi

Growth + 4.7 bi
100 times

1.6 bi

—04— 0,5
2011 2012 2013 2014 2015 2011 2012 2013 2014 2015

Source: FEBRABAN 2015 survey B \ithout financial movement I With financial movement 19



Digital clients




Internet banking

This mode has been established as a great facilitator
for the users

In number of bank accounts with Internet banking

(in millions)

62
56

2011 2012 2013 2014 2015

B |ndividuals accounts Legal entities accounts

Source: FEBRABAN 2015 survey




Mobile banking

The evolution shows to be fast and consistent over the years

In number of accounts with mobile banking

2015 33 million

2011 2 million

growth in the

number of accounts with mobile
banking

In the last year, there was
expansion by 32%

Source: FEBRABAN 2015 survey

22



Access to the Internet in the world

Brazil shows an important progress in the population”s access to the Internet, with

significant space for growth

Germany

Canada

2014: 82%

United Kingdom

e 201 g% ) Le0 4 on
2015: 84% B 5415 g1, ¥ 2015: 83%
- <
France Italy
USA
2014: 79% is ;g:f 2014: 75%
2015: N.D +80%  2015: 73%

Brazil
2014: 48%
2015: 56%

Rate of the access to
the Internet over the
population (%)

Sources: “Connected Consumer Survey” by Analysis Mason, carried out in more than 150 countries

China
2014: 70%
2015: 73% >
4
Japan
2014: 86%
2015: 85%
India
2014: 29%
2015: 27%



Access to the Internet by means of smartphone

The level of penetration of the smartphones in the Brazilian population is already higher
than the global mean

Penetration of smartphones - 2014

Brazil* World?
37%
O% have
have smartphones
smartphones
|
|
38% North
31% Northeast Expectation to achieve 65% in 2020
47% Center-West (Brazil and the world)
A45% Southeast
39% south

Sources(1) IBGE. Population above 10 years old
(2) The Mobile Economy Report 2015 (the data in this report is estimated and historically reviewed every year)



A trend in consolidation
The digital means as the "big" responsible for the increase in the transactions

0 check the bank balance at 20 ,
4 1 /0 least once a week 12% Do you have a bank account?
17% check at least once a day ‘

2 thousand Brazilians
interviewed?, between
18 and 55 years old,
comprehending the five

0 regions of the country
19 /O make at least one money 86%

transfer per week Yes No ™ Did notanswer

9% make at least one transfer per day
Note (1): 89% of the 2 thousand interviewed have a smartphone

o 0/~ Make at least one on-line
22%0 pay at least one bill using 18% purchase using a smartphone
mobile banking per week per week

7% pay at least one bill using mobile banking
per day 7% make at least one on-line purchase

using a smartphone per day

Source: Global Mobile Consumer Survey (Deloitte, 2015) .



The investments and the
expenses In technology
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The investments and the expenses in technology

The investment in the adoption of new technologies reaffirms the vanguard position of the
national bank industry

=@)= Total Expenses and Investments in Other Technologies =@~ Total Expenses and Investments in Hardware
«={)= Total Expenses and Investments in Telecom a@= Total Expenses and Investments in Software
0
45% 0 0 )
40% /o 40%

40% i 35%
1504 33% 39%
30%
0
2o Z:Wuﬁj
20%
15%
10%
0
5% 3% 2% 1% 1% 0%
0% ———————(

2011 2012 2013 2014 2015

Total investments and expenses

Source: FEBRABAN 2015 survey
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The investments and the expenses in technology
There was increase in the expenses for software

Total Investments Total expenses

R$ 8 bi R$ 14 bi RS 13 bi

R$ 7 bi

R$ 7 bi R$ 12 bi

R$ 12 bi

R$ 6 b R$ 5 bi

40%
25%

2011 2012 2013 2014 2015 2011 2012 2013 2014 2015

[ Z0o0 60|

= Telecom ®mHardware* = Software ® Telecom m Hardware m Software

Note (*): The investments and the expenses for software with mainframe are included in the hardware

Source: FEBRABAN 2015 survey 2



The investments and the expenses in technology

In the whole world, there was a drop in the financial investments in bank technology in
2015

Total expenses for bank technology in the world

(in US$ billion)
362
354 351
339
i I

2011 2012 2013 2014 2015

Source: Gartner



The investments and the expenses in technology
Government, bank sector and telecommunications are the dominant sectors

Compositions of the expenses for technology per sector (2015)
(in % of the total)

Government World

Bank sector

Brazil

9%

14%

Telecommunication

Water, electricity and gas

4% Commerce

Other IT services
4%
Transport

4% Insurance

Extraction
4%

Non-durable products

4% Securities

Health services

Civil construction and real

5%

6% 1% estate
Heavy industry

R$ 51.0 bi Automotive USS$ 7.7 tri

Other segments*

Note (*): Other segments - Education; radio diffusion transmission. pharmaceutical, publicity, informatics peripherals, entertainments.

Source: Gartner



The investments and the expenses in technology
Expenses in information technology in proportion of the economy

Indext

Expenses/GDP x 1,000 When compared to the expenses in information technology in

the bank sector as a proportion of the GDP, Brazil is in 7th
place, considering the 10 biggest economies

Reino Unido Canada Japao Franca  Alemanha Brasil India Italia China

Note (1): For better comparison of the positions of the analyzed countries, the fractions were multiplied by 1,0000; thus, as presented, we suggest to use
the data strictly in ordinal terms, constituting the analysis in a ranking.

. . ) 31
Source: elaborated based on data about IT expenses disclosed by Gartner and on the GDP of the countries disclosed by the IMF



Main conclusions

The trend of using the digital channels (Internet and mobile banking) is
consolidated in Brazil, with transactions in this mode exceeding more
than 50% of the total

The number of transactions via mobile banking grew more than 100
times since 2011 and presented an increase from 4.7 billion to 11.2
billion from 2014 to 2015 in the transactions through the digital
channels (increase by 138%)

R$ 19 billion were invested by the financial institutions in technology in
2015 in Brazil, which contributed to maintain the country at the world
vanguard in this area

When compared to the IT expenses in the bank sector as a proportion
of the GDP, Brazil is in 7th place, considering the 10 biggest
economies

Physical branches, PABs and correspondents were adjusted in 2015,
due to different factors, such as the economic conjuncture, the banks”
strategies and the clients” preferences




Spokesmen of this press conference

Gustavo Fosse Paschoal Pipolo

Sector Director of Bank Baptista

T?%anéogézgd Automation Partner at Deloitte,

0 specialists in the financial
service industry

S2 Publicom In Press Porter Novelli

Febraban Press Office Deloitte Press Office

Contact: Renata Albuquerque Contact information: Elaine Cotta and

Renata.Albuguerque@s2publicom.com.br Vanessa Nardo

deloitte@inpresspni.com.br
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FEBRABAN

Federacdo Brasileira de Bancos

FEBRABAN - Brazilian Bank Federation is the main representative entity of the Brazilian bank sector. It was
founded in 11967 in the city of Sdo Paulo, with the commitment to strengthen the financial system and its
relationship with the society and to contribute to the economic, social and sustainable development of the
Country.

The objective of the Federation is to represent its associates in all areas - Executive, Legislative and Judiciary
powers and representative entities of the society - for the improvement of the normative system, the continued
improvement of the production and the reduction of the risk levels. It also seeks concentrating efforts, which
favor the growing access of the population in relation to financial products and services.

Deloitte.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee
(“DTTL”), its network of member firms, and their related entities. DTTL and each of its member firms are legally
separate and independent entities. DTTL (also referred to as “Deloitte Global”) does not provide services to clients.

Please see www.deloitte.com/about for a more detailed description of DTTL and its member firms.

Deloitte provides audit, consulting, financial advisory, risk management, tax and relates services to public and private
clients spanning multiple industries. Deloitte serves four out of five Fortune Global 500® companies through a
globally connected network of member firms in more than 150 countries bringing world-class capabilities, insights,
and high-quality service to address clients” most complex business challenges. To learn more about how Deloitte's
approximately 225,000 professionals make an impact that matters, please connect with us on Facebook, LinkedIn ou
Twitter.
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