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Legal Notice

Wherever possible, PCMI has verified the accuracy of information provided by third parties, but does not under any
circumstances accept responsibility for such inaccuracies should they remain unverified.

It is expected that the Client will use the information provided in this report in conjunction with other information
and with sound management practices. PCMI therefore will not assume responsibility for commercial loss due to
business decisions made based on the use or non-use of the information provided.
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Who we are

PCMI was born in 2022 out of AMI, the leading advisory firm
for Latin America, with over 30 years’ experience providing
market intelligence to leading corporations in the region.

With payments and commerce transcending borders, AMI
evolved into PCMI, to support our clients across the globe.

EQ] Global payments industry advisory group

Coverage of 50+ global markets, 9
through expert network of over 100 consultants

30 Yyears experience in the industry

Executed 500+ projects

in the payments industry since 2003
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Our
Global

Coverage

PCMI teams

Miami Buenos Aires
San Francisco London
New York Dubai

Mexico City Johannesburg
Sao Paulo Chennai
Medellin Singapore

PC M I Payments & Commerce
Market Intelligence

Melbourne
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PCMI Market Intelligence service lines

Engagement Opportunity Market Market sizing
type benchmarking landscaping and forecasting
. Decide which business Map the industry value chain, Size TAM, PAM, SAM,
Client opportunities to pursue competitors SOM, size market
outcome and partners segments and project
growth
E"g:geme"t Market pivotand = Partnership growth Lead.
e .
P expansion strategy generation
Gain or protect market share - Identify and evaluate acquisition Develop user personas - Identify
Client Develop or evolve value targets - and qualify potential customers -
outcome proposition - Select suppliers and other strategic Make contact and set
Evaluate brand positioning and partners - appointments
user experience RFP management
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Go-to-market
strategy

Develop market entry strategy -

Make M&A and investment
decisions

Thought
leadership

Inspire clients, employees,
investors -
Position the brand -
Generate leads



Setting the
Americas
context
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Payment method mix around the world

Share of e-commerce payment volume, 2026
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maintain leadership in 3
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Source: World Pay, FIS, PCMI E-commerce Payments Library
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Americas at a glance

Americas represent 33% of world GDP with a highly digitized population and over 80% adults in the financial system

664 Mn
1 billion LAC
Population
13% of world 374 Mn
North America
$6.3T
$35.2T LAC
GDP
33% of world $28 T

North America

Payments & Commerce . .
PCM I Market Intelligence Word Bank, IMF, GSMA, Business Insider, 2023

Technology and financial penetration, 2023

9 97% 99%
83% 7go, 84% 90% ga% i 72% I I
Latam Top Six Markets Canada
B Internet users, % of total poplation ® Smartphone users, % of total poplation

B Bank account penetration, % adults
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E-commerce will keep growing but at a stable pace

Latin America will keep growing faster up to 2026, at 20% CAGR up to 2026, vs. 12% for North America
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= Transaction volume, USD bn === CAGR

In Latam credit cards are still the preferred method
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but are losing share to alternative payment methods.

PCMI
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Total e-commerce volume in North America
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mm Transaction volume, USD bn == CAGR

In Canada credit cards are the preferred payment method,

while in US digital wallets are slightly in the lead.
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2024 payment trends in Americas

1=

A2A & RTP

Payments

= ]

*-E
Cross-Border and
the new global

money movement
environment

Open banking,

open finance and
digital ID

PC M I Payments & Commerce
Market Intelligence
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A2A & RTP
Payments

A2A payments have evolved faster in Latin America than
North America. Backed by government entities, most
countries are heavily investing in the RTP agenda to boost
money flows, reduce banking fees and promote further
innovation.
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RTPs is on the rise for most countries in the region

Implementation form and use cases vary as well as potential impacts observed in each market

Region Highlights

SR::rIfeme Use Cases CiéGR Short Term Impacts Medium Term Impacts
$3b
" Pix (BR) P2P, P2M, 26% Increasing share over debit, Disrupt credit through BNPL
M2P, B2B ° recurrent and B2B payments solutions
. . Reducing banks' reliance on legacy
$624bn $244bn FedNow P2P, P2M, _ ;rjt?fjgfngetgvgege;agﬁ:&fI payment systems, enabling them
(US) M2P, B2B avouts ’ ’ to offer more agile and
pay competitive services
$224m
- Interac P2P P2M 27% Al 21D peviais Incre.ase the use and recurrence of
céDi . (Canada) RTP in the country
13bn
Sinpe o Increased share over debit in Increased share over cards in P2M,
‘ $3.6tr Movil (CR) P2P, P2M 22% P2M payments in person in-person
PSE (CO) POM. B2B 37% Increased e-commerce sales Increasetd aciﬁp'son 0; gzl
$18bn , 6 POM and B2B payment methods and recurrence
$111bn $8bn on e-commerce.

Government-led / interoperable

*14% is the CAGR for US RTPs; Fednow is recently launched, and has
Private-led / Closed Loop the potential for rapid growth

$15.6bn  $4bn

Private and government-led/ Closed
loop / interoperable

f
v,
)i‘

~
k2

DiMo, FedNow: does not have official data yet.
$3bn

v

Source: FIS, PCMI analysis

Payments & Commerce RTP volumes
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A2A systems are moving into a new generation

A2A payments are not new in the region, but interoperability, instant payments and regulator support are driving the development of new
systems, aiming to increase adoption following Pix case in Brazil.

A2A 1st Generation

A2A s new generation
NEXT MOVE:

Closed-loop | not necessarily real time Interoperable | Real time | low cost |
| private based | focused on P2P Central Banks, regulators | focused on UX

4 N

Cross border transactions

P2B| B2B
Recurring payments

Offline transactions

Sistemas de Pagos
Inmediatos

‘ TEF

Transferencia 3.0

- _/

P: ts & C
PC M I AYMENts & ~Ommerce 2024 All rights reserved. | Private and Confidential | www.paymentscmi.com ( Infrastructu re }
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Pix is the most used payment method, representing
36% of all transactions made in Brazil

Payment methods, number of transactions

m Others

m Voucher (boleto)

m Debit Card

m Credit Card

H Pix

Q2 Q1 Q2 Q1 Q2 Q1 Q2 Q1 Q2
2019 2020 2020 2021 2021 2022 2022 2023 2023

Other includes TED, interbank transfers, prepaid card, withdraw, direct debit

PC M I Payments & Commerce
Market Intelligence

Pix summed $796bn in transactions in 2Q23 surpassing card
volume of $164bn

Pix P2M & Cards volume ($Bn)

$109
$115 =Pix P2M
$67 $77 =_Credit Card
648 $49 Debit Card
1Q2023 2Q2023

P2M Pix: 10% of total Pix volume = $76.6bn

If considering only Pix P2M:

+  Already surpassed debit cards ($49bn)
*  Growing faster than credit cards:
e 14% vs. 5% credit cards (Q1/Q2 2023)

2024 Al rights reserved. | Private and Confidential | www.paymentscmi.com 14



Pix roadmap: what is next?

Pix disrupted Brazilian payment landscape and more is in store. Pix Automatic will allow Pix to be used for recurring payments and Pix
International will improve the cross-border remittances experience

Pix Offline

Allowing users to make Pix transactions without an internet connection

Forecasted launch date: not defined

Pix International

Allowing cross border transactions. No launch
date defined.

Other related initiative is the “Nexus Project” -
BIS , in the proof-of-concept phase.

Pix “Tap to pay”

Making the payment
experience even simpler by
using contactless
technologies.

Pix Automatic

Allowing recurring payments with Pix

Forecasted launch date: October 26th 2024

Payments & Commerce
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Mexico’s new attempt: Will DiMo be adopted?

CoDi never ramped up. Betting on interoperability and a seamless UX, DiMo is the next tentative to attract Mexicans

Why did CoDi get stuck with low adoption and

acceptance?
*  Unwillingness of banks to promote and adapt a unified and Launch AL e
intuitive user experience
* Lack of promotion of the system by the participants. RTP scheme SPEI SPEI
. Method QR Code Phone number
Does DiMo have better chances?
DiMo follows Pix success case and allows transfers via phone Bank adoption Mandatory for banks Voluntary

number, enabling easy and more intuitive payment. BUT,

Business-to-Business

Target segment Person-to-Business Person-to-Person

* There is still no clear economic incentive for banks
* Itis not obligatory to participate

» There is not one unified UX or standards Users 18.9 M Accounts Still no data
* No heavy marketing by Banxico or Fls

Payments & Commerce
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US: Can FedNow attract the same level of user trust and engagement
as Pix?

FedNow officially launched on July 20, 2023, but its adoption and growth is still slow. What can we expect (or not) for its potential growth
compared to what we have seen in Brazil with Pix?

A Headwinds

Not a consumer-facing brand. Dependent on the banks to design UX,
branding, etc.

Loose implementation enforcement from government
Weak branding efforts

User experience through bank account numbers (not linked to different
aliases)

Unclear fee structure

Low participation from banks (1.8%)

Fintechs cannot access the clearing system directly

Market heavily driven by cards (59% penetration)

Payments & Commerce
Market Intelligence

' Tailwinds

Overall money movement in the US is very slow (ACH based)
ACH transfer fees range from $0.045 to $1.
Wire transfer fees range from $10 to $50

Closed loop wallets (Venmo, CashApp, Zelle) have proven market
demand for RTP solutions

Future of US payments innovation depends on faster/cheaper way
to move funds as well as interoperable messaging features

17
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The side effect of instant payments

A2As are booming and gaining share over traditional payment methods, but credit cards are still the most used method

The ability to make instant payment is valued by consumers but it brings additional concerns, which is probably
the reason why credit cards are still the preferred method.

A2A offer a faster, seamless and lower cost experience.

What is missing? Where to find it?

Robust anti-fraud mechanisms, )) Exactly what card networks
Chargebacks , commercial disputes solutions, Loyalty, have developed

Incentive programs, convenience, international accept.

A2A systems have these features in their road maps and will become a more concrete threat to cards once they are live.

Payments & Commerce
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By increasing the acceptance of alternative payment
methods, SMEs are key to promote the financial inclusion

Alternative Payment

Method Acceptance by Bank ¢
Faster inclusion: Latin America banked population grew SMEs j;‘,,;f;ﬁ:,‘;‘ S':;jep;ygiﬂts
faster than global average.
96% 16%
2017 2021
%5 68% 76%
83%
Q o, 0,
Ry, 55% 75% 91% 519%
49%
ACCEPTANCE: SME movement to accept alternative payment methods,
driven by: 95% 42%
- Lower costs - Better UX - Consumer Preference 28%
P2P and bank transfers are by far the most accepted payment method for
SMEs n
SPE: 51%
58% 66%
92% of SMEs surveyed accept digital payment methods* 5%

82% of SMEs surveyed accept bank transfers*

Source: Financial Inclusion Report, 2023 PCMI & Mastercard survey

Payments & Commerce
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Cross-border
and the new
global money
movement
environment
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Latam received $156bn in remittances in 2023

Mexico is the second largest beneficiary of remittances, and alone receives 43% of total Latam volume: $67bn in 2023

Inbound remittances in 2023 by region
Mexico #2 and Guatemala de #10 top global

1 Asia Pacific $322 B remittances receivers

57% still in cash

2 ATAMa&theCarbbean  $156 B

3 Europe & Central Asia $78 B

Middle East & North
Africa $61 B

5 Sub-Saharan Africa $54 B

Sources: GlobalData, Worldpay by FIS

Payments & Commerce
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Latam was the region with the highest growth in

remittance flows, 8% in 2023

US continues is the largest source of remittances worldwide $
306Bn sent to the top five receivers, with Mexico the second
largest recipient of U$67Bn.

Mexico and Colombia are main recipients of remittances in
Latin America.

US is the main sender for both, representing over 50% of
incoming remittances in Colombia, and 90% in Mexico

Chile has a different behavior, since outbound remittances are
higher than incoming, with primary flows to AR, PE and CO.

Estimates put formal intra-region flows at $4 bn, with a large
informal market

High fees, timing to receive and lack of visibility are issues
faced for regular remittances and are opening room for the
use of stablecoins, since crypto fees tend to be lower

Latam most behind for intraregional —
connectivity

Payments & Commerce . .
PCM I Market Intelligence Source: Worldbank, The Dialogue

2023 remittances volume (Bn)

#1 India

) oo

T #3 China
s 67 —
CcO
$10.2 -
PE

$4.2 - _ BR

$4.4

soy WD Gumm
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Digital wallets powering innovation in money
movement in Latin America

By offering transparency, lower costs and even instant receipt of cross border funds

But those wallets are capturing higher income

What is not being captured yet?
consumers, such as travellers and freelancers

Very little new innovation for:

Twisre

4 . . . I
é}é Low income, such as intraregional immigrants and

S o SMBs in need to send/receive cross border payments

(=]

Payments & Commerce
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CBDC investment consolidating around cross-border
payments

Although most Central Banks are still in early stages, Latin America and Caribbean are at the forefront of CBDC adoption.

Initial Stages CBDC launched

Research phase A5€ during which CBDCs are live
tudvi CBDC CBs assessed the advantages, potential risks, use cases,
studying and potential solutions.
implications: «  Bahamas: Sand Dollar
possible future adoption Brazil: DREX in final proof of concept stage. Planning to be (pioneer launched in 2020)

launched by 2024.
Colombia: Announced in August 2022 that a digital currency

* Honduras was essential to the administration’s monetary policy and tax
«  Guatemala ¥ Polcy «  Anguila: Dcash (2022)

. Paraguay reform plans. In partnership with Ripple, CBDC initiative is part

. Chile of a broader strategy to combat tax evasion in the country. - Dominica: Dcash (2022)

. Argenti Peru: BCRP concluded its research phase for the Digital Sol in ’
gentina 2023

Uruguay: e-Peso pilot in 2017. The BCU is planning to

undertake further preparations to relaunch the program in 2025

Mexico: digital Peso is scheduled for completion in 2025

*  Jamaica: JAM-DEX (2022)

« Antigua and Barbuda:
Dcash (2022)

Payments & Commerce
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Drex the Brazilian digital currency will bring backend efficiency to
cross-border transactions

e In August 2023, the CBDC project has been officially renamed "Drex”.

DREX will not be a cryptocurrency nor astable coin.

*  Will be issued exclusively by Central Bank

* The main focus is the interoperability between systems within Brazilian financial system, optimizing processes in its

infrastructure.

DREX focus:
. _ o Example:
* Delivery vs. Payment: settlement of transactions with digital assets
* Payment vs. Payment: Exchange between currencies ltau (PvP): proposed to facilitate international
* Internet of Things: for algorithmic or direct machine-to machine settlement payments and transfers between Brazil and

Colombia. Allowing Exchange of the currencies

» Decentralized finance: definition of protocols with settlement based on CBDC :
among themselves directly.

*  Potential payment solutions where both the payer and payee are offline

At first DREX will have an impact on the financial institutions and

barely noticed by the population.

Payments & Commerce
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Open Banking &
Open Finance &
Digital ID

Open Finance is moving at a slow speed, especially if compared
to A2A.
Consumers need to better understand the benefits to share
their personal data, as they quickly did for A2A.

2024 All rights reserved. | Private and Confidential | www.paymentscmi.com




What does Open Finance mean for key countries in the Americas?

Open Finance has a different meaning across the region with varied levels of implementation and consumer adoption

In 2018, the legal bases for Open Banking were
established through the Fintech Law. However, in all these
years progress has been very slow, with a breakthrough in
2020 with the publication of the rules for data sharing, but
which have not yet been sufficient to enable the actual
implementation of the system. Only at the end of 2023 did the
National Banking and Securities Commission report that it was
still finalizing the outstanding rules to start implementing Open
Banking in the country. The market is eagerly awaiting the
regulations and players like BBVA are already creating
strategies to take advantage of this new reality.

Early development

Colombia made several regulatory advances between 2022 and
2023, the most important being the approval of the National
Development Plan in 2023, which included the open data scheme
for financial inclusion as one of the main points for the
government's credit inclusion strategy. Currently awaiting the
publication of the standards that will be used and the regulatory
rules for the operation of Open Finance.

Developed

Developed via private initiatives such Plaid. Regarding government initiatives,
slow progress is mainly due to a lack of specific government initiatives and
a fragmented regulatory landscape.
Privacy concerns starting to be addressed by the Consumer Financial Protection Bureau
(CFPB) proposal of the Personal Financial Data Rights rule to activate Dodd-Frank Act
Section 1033, promoting competition and consumer choice.

Very developed
Already a reality, payment initiation already live and
advancing with new Pix functionalities such as
recurring payment.

Payments & Commerce
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Open Finance: Enabling a more dynamic financial

system

Still has not advanced as A2A. Consumers need to better understand the benefits of sharing their data

=@
Payment Initiation

Consumers can start a payment transaction in
one institution (PIl), but another institution

. ?
What this Mean: (AHI) will make the payment.

Requires Innovative Central Banks willing to
. 2 include as many entities as possible in the
What is needed? system - not only banks, and interoperable
payment scheme preferably 24/7.

Data Sharing &g

Allows consumers to share their personal
data with other entities - upon their
authorization

Requires strong data protection laws to

provide a safe environment to consumers.

Pa ts & Commerce
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USE CASES

OPF ENABLERS

Open Finance Use Cases

Data sharing and payment initiation features can ultimately lead to better and cheaper services for individuals and businesses. Financial
institutions might experience a much lower exit barrier which can be attractive for new players

Credit Access Liquidity Management Financial Management Multi Asset Orchestration
» Balances, products and * Investment consolidation * Account aggregation and * Crypto, Bank Accounts,
transaction history to support « Automatic balancing, reconciliation Wallets, Cards, Currencies
new credit application placement and risk « Education tools « Payment splits among
« Balance transfer, management between several « Insights and recommendations different asset categories
renegotiations accounts and Fls + Bill & recurrent payments » Conversion features
 Loan repayment » Multi asset checkout

DATA SHARING DATA SHARING DATA SHARING DATA SHARING

PAYMENT INITIATION PAYMENT INITIATION PAYMENT INITIATION

Payments & Commerce
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Payment initiation: cash in & payments

Payment initiator (in this case Mercado Pago) allows users to cash in the wallet with funds from another entity requested directly at its app.

Mercado Pago connects directly with the selected institution; user

User select the institution from which the funds will be send. . .
INSHtut wh . Wi approves the transaction and funds are available at Mercado Pago Wallet.

Payments & Commerce
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Payment initiation: Payments & transfers

Payment initiators, in this case lItau, allows users to make payments and transfers using funds from other entities,
directly within its app

|\ J \\. J
Y Y

User access all accounts with data sharing and selects the one that should make the

payment/ transfer Itau connects directly with the selected institution -

Nubank - user authorizes the transaction and Nubank
makes payment. Itau provides the transfer / payment
receipt.

Payments & Commerce
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Data Sharing: Financial management & credit access

By sharing data, users can access all their financial transactions in one institution’s app. This also allows institutions to see users’ credit and
transactional historic, therefore offers better credit lines and products.

In the institution app user has From one institution app, user From one institution app, user also
the open finance portal can check all payments made can manage all institutions
in all institutions approved to share its data

Payments & Commerce
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By increasing the use of multi asset and multi-
currency solutions, Digital ID becomes a must

It is becoming easier for consumers to make payments, but how to control payment fraud? How to prove someone's ID?

2 O % How to protect users Tokenized wallets are protecting payment

information? information with a secure token preventing
exposure of the card data.

of Latin America total

e-commerce revenue
are lost to fraud,
ranking second

How to validate Currently: via face ID, finger scanning,
globally.*

, passcodes, two-factor authentication...
someone’s ID?

Next move: DIGITAL ID

P (& C *Source: Nubank, 2023. "Technology
PC M I ayments & l-ommerce combined with information is key to

Market Intelligence 2024 All rights reserved. | Private and Confidential | www.paymentscmi.com
preventing fraud and financial scams".
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Digital ID initiatives in the region (1/2)

Colombia: digital ID 2.0 allows virtual transactions, more secure transfers via PIN code

Colombia: “cédula digital”

*  Since November 2020, the Colombian government has been equipping citizens
with a new physical identity card alongside a digital extension on smartphones,
relying on biometric authentication.

By November 2023: 3 Million registered users

* The new version “cédula digital 2.0” aims to simplify the way users make safe

virtual transactions in the same app via facial recognition and security code
“PIN”.

* Identification: allowing Colombians to identify themselves both virtual
and physically.

« Virtual transactions: allowing transfers with more safety via PIN code
* Notifications: receive notifications from public entities

* Documents: allowing users to open documents received by public
entities or other entities via facial biometric. Also allows users to manage
documents via digital signature.

Payments & Commerce
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Digital ID initiatives in the region (2/2)

PCMI

Payments & Commerce
Market Intelligence

Brazil: Gov.com

* Allows Brazilians to have digital
documents in the gov.com portal.
* Individuals can use it for:

(0]

Identification - present the digital document
if a document is requested,

visualization - see documents approved/
issue on its behalf

share - share the digital identification
document in a pdf format with a QR code

that proves authenticity.

US: Digital ID Bill was approved
by the Senate.

* This happened by April 2023, and moved on to the full Senate for debate.

* ltis expected to create an online verification method to empower
government agencies and the private sector to reduce the “significant
risk” tied to opening new accounts, as well as securing privacy around
“high-risk, high-value” online services. The bill says:

“the government is uniquely positioned to deliver critical components that
address deficiencies in the digital identity infrastructure of the United
States and augment private sector digital identity and authentication

solutions”

*  One of the biggest hurdles to nationwide adoption of digital IDs is
a lack of standardization. Currently, each state is developing its
own digital ID system, which will only further issues of fragmentation.
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Wrap up

P M Payments & Commerce
Market Intelligence
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Lessons and final sense making

1 RTPs are trending toward government-run schemes but UX is a

missing link in many markets. RTP has a cap if it can’t solve problems
of fraud, disputes and customer service at scale

2 Credit will eventually detach from credit cards. Central Bank RTPs
see this as an opportunity and fintechs are already executing. Transition to
credit lines rather than credit cards

The region is making slow progress toward Open Banking, with real use
cases finally materializing in Brazil. This trend will push profit pools
toward lending and away from payments

Remittances remain a huge business, but there is very little innovation

for intraregional flows and SME money movement. SWIFT will stay
intact in the short term, but this is pushing the region to CBDC innovation

5 Wallets combined with RTPs are driving digitization, with SMEs as the

next wave. Governments and payment companies will be ready to seize
newly digitized payment spend (tax it + innovate around it)

Payments & Commerce . . . . . . .
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Thank you

Lindsay Lehr Cesar Boralli Marina Gil

PCMI PCMI PCMI

Managing Director Associate Managing Director
Director

lindsay@paymentscmi.com marina@paymentscmi.com

cesar@paymentscmi.com

paymentscmi.com
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