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The Transformation
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This paperexploresthe transformativejourney of Mozambique's financial ecosystem over the past decade. It examines
the key drivers behind the evolution of the country’s financial landscape, including regulatory reforms, technological
advancements, and government initiatives. The study also delves into the challenges and opportunities that arose
during this transformation. It highlights how Mozambique's financial sector has evolved into a mare inclusive,

efficient, and resilient system, contributing to the country’s economic growth and development.
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Digital Banking in Mozambique: The Role of SIMO in Shaping the Future

Mozambique stands on the cusp of a digital banking revolution. As the nation intensifies its efforts towards a
modernized payment ecosystem, the future of banking in Mozambique is digital. Gone are the days of lengthy in-
person bank visits and tedious paperwork. The tech-driven transformation promises to redefine the financial habits
of the modern Mozambican consumer.

This transformation is not new. Over the past ten years, Mozambique's financial arena has seen a profound
metamorphosis, evolving into an inclusive, agile, and efficient sector. This paper dives deep into this transformative
journey, spotlighting the forces at play, from regulatory reforms to innovative tech initiatives.

Sociedade Interbancéariade Mogambique(SIMO)is at the heart of this evolution. Establishedin 2011, SIMO embarked on
amission: rejuvenating Mozambique’s financial infrastructure. A year prior, they envisioned SIMOrede, an ambitious
project to unify national electronic payments. Today, SIMO is a witness and a key player in Mozambique's financial
renaissance, orchestrating transactions for prominent brands like Visa and Mastercard and ensuring seamless
operations across the financial network.

In the following pages, we highlight the evolution of Mozambique's financial sector, highlighting the instrumental role
of trailblazers like SIMO in crafting the nation’s digital banking narrative.

SIMO’s Central Role in Mozambique’s Pre-Digital Banking Era

Before the transformative journey began, most financial institutions in Mozambique were anchored to SIMO. An
interruption in SIMQO's services would mean paralyzing a national infrastructure that included 22 banks, 3 MNOs,
1,200 ATMs, and 15,000 POS (Point of Sale) machines. In this landscape, SIMO was not just a service provider but the
linchpin holding the nation’s financial mechanics together.

However, thisvital role came with its own set of challenges. Rapid growth in electronic transactions and the advent of
new financial products put SIMO at an inflection point. The legacy technologies, once adequate, now stood as barriers
to harnessing emerging opportunities and addressing growing needs. These challenges painted a clear picture: for
Mozambique to meet the evolving demands of its population and stay competitive, a financial metamorphosis was
imperative.

Established in 2011,
SIMO embarked ona
mission: rejuvenating
Mozambique’s financial
infrastructure.
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Charting the Course: The Dynamic Forces Propelling SIMO’s Evolution
In the fast-paced world of financial innovation, understanding the driving forces behind transformational shifts is
crucial. For SIMO, a confluence of regional dynamics, technological revolutions, and government interventions set
the stage for its metamorphosis. Here is a closer look at these pivotal drivers:

1. Regional Economic Shifts and Opportunities: The growth of financial markets across the African
continent and the expanding integration of these markets presented an opportunity and an urgent need
for SIMO. Adapting and evolving became essential, especially with the rise in cross-border transactions
and financial activities heralding a new era for Mozambique.

2. Technological Advancements: The Bank of Mozambique recognized the global wave of digitization.
Innovations in mobile banking, the emergence of fintech startups, and digital payment platforms
beckoned a new age of financial access, challenging the status quo and demanding a response from
major players like SIMO.

3. Government Interventions: Recognizing the foundational issues, the government stepped in.
Requlatory reforms were introduced to attract foreign capital, foster stability, and ensure transparency.
Additionally, initiatives to promote financial inclusivity saw collaborations with global organizations,
targeting segments of the society previously overlooked.

The Imperative for a National Switch: SIMO’s Consolidated Solution

In the ever-evolving financial landscape, a robust and integrated national switch is paramount. With the increasing
complexity of transactions and the myriad of cards available, there is a pressing demand for a solution that can
adeptly handle both the issuing of various card types and the complexities of acquiring operations. With its eye on
the future, SIMO understood this need and introduced its groundbreaking Consolidated National Switch.

SIMO’s Distinctive Edge

in the National Switch Landscape
While various national switch projects
exist worldwide, SIMO carves a niche
with its comprehensive approach to
financial transaction management.
Most national switches tend to segment
their services, focusing on acquiring or
issuing activities. SIMQ, in a pioneering
move, took ownership of both.

SIMO offers a unified solution by
managing all acquiring and issuing
activitiesonbehalf of banks, simplifying
the transactional process, and ensuring
a consistent standard of service and
security for all bank participants.
For banks, this means reduced
complexitiesand betterintegration. For
customers, it translates to a smoother,
more efficient transaction experience.

This dual responsibility underscores SIMO's commitment to fostering a cohesive financial ecosystem in Mozambique.
It also positions SIMO as a trailblazer in the national switch domain, ensuring all stakeholders—banks, businesses,
and the end consumers—benefit from a streamlined and holistic payment process.



A Centralized Ecosystem for Card Management

One of the defining features of the Consolidated National Switch is its ability to centralize the issuance of all card
types. The platform acts as a singular hub, whether it is debit, credit, prepaid, or specialized cards. Financial
institutions no longer need to juggle between various platforms or interfaces. With SIMO’s innovative solution, they
have a user-friendly interface that simplifies card issuance from inception to management.

This centralized methodology offers multiple advantages:

« Efficiency in Onboarding: Banks can swiftly onboard new customers without difficulty navigating
complicated systems.

« Tailored Offerings: Banks have the flexibility to customize card offerings, catering to their clientele’s
specific needs and preferences.

« Cost Optimization: By bringing everything under one roof, the process becomes leaner, reducing
operational overheads.

« Enhanced Customer Experience: A streamlined process invariably leads to a smoother customer
experience, boosting satisfaction.

Revolutionizing Acquiring Operations

SIMO did not limit their offering to card issuance. Recognizing the challenges merchants and retailers face, the
Consolidated National Switch is a unified gateway for acquiring operations. This consolidation means businesses no
longer must grapple with accepting payments from a myriad of card networks. They have a one-stop solution that
streamlines payment processing.

The advantages are clear and multifold:

« Real-Time Transaction Processing: The system facilitates faster transaction processing, meaning
businesses and customers do not have to wait.

« Fortified Security: With heightened transaction security measures, businesses, and customers can
transact with peace of mind.

« Simplified Settlement: The often-complicated settlement procedures are simplified, ensuring
merchants can focus on their core business operations.

Choosing Ren: A Partnership Anchored in Innovation and Efficiency

In the quest to modernize and streamline its operations, SIMO confronted a pivotal decision - selecting the right
partner for their ambitious digital transformation journey. The stakes were high; they required a partner that aligned
with their immediate needs and envisioned a futuristic, digital-forward approach for Mozambique. Below are key
reasons why Euronet’s Ren Payments Platform emerged as the partner of choice for SIMO.

« Meeting Immediate and Future Needs: For SIMO, the present was just as crucial as the future. The organization
grappled with the dual challenge of escalating operational expenses and the urgent need for a holistic financial
solution tailored to the nation's requirements. But they were not merely seeking a temporary solution. The vision
was to integrate a platform that served current needs yet was agile enough to evolve with the ever-changing
digital landscape. Ren stood out in this regard. Following a thorough and competitive vetting process, SIMO
recognized the synergies with Euronet's Ren Payments Platform. It was not just about functionalities, but about
future-proofing Mozambique's digital financial trajectory.



» Bridgingthe Gap withLegacy Systems: SIMO's existinginfrastructure, built onlegacy systems, posed challenges,
especially when integrating newer payment methodologies. The transition had to be smooth without discarding
invaluable existing tools and connections from their previous technology collaborations. Ren's architecture
offered this compatibility. It provided an integration-friendly platform that blended seamlessly with SIMQO's
existing infrastructure, ensuring no disruption while migrating to advanced solutions.

» Holistic Financial Solutions: \What made Ren particularly compelling was its comprehensive suite of services
tailored for the modern financial ecosystem:

- Digital Wallet Solution: Recognizing the global shift towards digital wallets, Ren provided a solution that
was not just about storing digital money but enhancing user experience and convenience.

- Virtual Card Issuing: As virtual transactions gain traction, Ren’s services in virtual card issuing align with
the global trend, ensuring Mozambique participates in this profitable space.

- API Gateway: A standout feature, the APl gateway, ensures seamless integration with global real-time
payment networks, providing banks with the tools to offer rapid and secure transaction options to their
clientele.

» Simplified Integration and Resource Efficiency: Beyond functionalities, the ease of implementation was
critical. Ren’s design philosophy is rooted in intuitive integration. Banks do not have to invest heavily in extensive
development teams or prolonged integration periods. The result? Considerable time and resource savings,
positioning banks to be agile contenders in the fast-paced digital finance realm.

SIMO's choice of Ren was more than a partnership; it was a strategic alliance. One that promised to elevate the
present and lay a foundation for a digitally robust future for Mozambique's financial sector.

The global impact of COVID-19 caused us
concern about Euronet’s ability to keep on
schedule. But Euronet continued to work
with us to meet all go-live dates. Their

technology, knowledge, and experience

were key factors in hiring Euronet, but their

commitment to meet scheduled milestones convinced us they were the right
choice all along. We're confident that these solutions will keep our member
banks at the vanguard of modernized payment solutions and are pleased to

have Euronet as a partner in this process.

- Luisa Navele, Director of Legal Affairs Office of Banco de Mocambique



The Ripple Effects: Impacts, Advantages, Challenges, and Lessons

1. Impact on Financial Inclusion

Mozambique's strides towards digitization and financial modernization have led to significant inroads in financial
inclusion. The advent and adoption of mobile money services have democratized financial access, enabling even
those without traditional bank accounts to participate in the financial sector. This has manifested in several ways:

« Ease of Transactions: Individuals can now transact without physical banking interfaces.
» Credit Accessibility: Previously unbanked individuals have pathways to access credit facilities.

« Financial Resilience: With more financial tools, Mozambicans can better navigate economic challenges.

2. Advantages for Businesses and Investments

Mozambique's evolving financial landscape has been a beacon for domestic businesses and foreign investors. The
fruits of this transformation include:

+ A Robust Regulatory Environment: Enhanced requlations have instilled greater confidence in the
financial sector.

- Improved Financial Infrastructure: This has been a magnet for foreign investors looking for stable and
promising investment destinations.

« Capital Access for Local Businesses: Enhanced infrastructure and investor interest have made it easier
for local businesses to secure the capital they need for growth.

3. Challenges During Implementation
Implementation is rarely without obstacles. Among the key challenges faced were:

« Cybersecurity Concerns: As with any digital transformation, threats in the cyber realm were a significant
concern.

« Inadequate Digital Literacy: While technology moved forward, a segment of the population struggled to
keep up.

» Technology-Associated Risks: Every innovative technology brings potential risks that must be identified
and mitigated.

4, Lessons Learned
Mozambique's transformative journey offers a wealth of insights:

« Collaboration is Key: The power of collaborative efforts, involving both public and private sectors, became
abundantly clear.

» Prudent Regulation Matters: A balance between fostering innovation and safeguarding interests is crucial.

- Digital Services Promote Growth: The potential of digital financial services in fostering inclusive economic
growth was undeniable.



Reflections and Projections: Mozambique’s Financial Renaissance

Mozambique'sjourney inreshapingits financial landscape is a testament to the power
of vision, collaboration, and adaptability. While challenges were inherent to this
transformative process, the lessons learned, and the successes achieved paved the

way for the nation’s promising financial future.
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All product names, company names, logos, and trade names used in this publication are assumed
to be the legal property of their respective companies and are used here for identification
purposes only. No part of this work covered by the copyrights hereon may be reproduced or used

in any form or by any means without the express written permission of Euronet USA, LLC.

LIMITATION OF LIABILITY: PRODUCT DOCUMENTATION ISAS ACCURATE ASPOSSIBLE AS OF THE
TIME OF PRODUCT RELEASE. HOWEVER, EURONET USA, LLC WILL NOT BE LIABLE FOR ANY
DIFFERENCES BETWEEN PROBUCT FUNCTIONALITY AND THE PRODBUCT DOCUMENTATION.
EURONET USA, LLC MAKES NO OTHER WARRANTIES WITH RESPECT TO THE PRODUCTS OR
ANY SERVICES. IT DISCLAIMS ALL OTHER WARRANTIES, EXPRESSED OR IMPLIED, INCLUDING
WARRANTIES OF MERCHANTABILITY, FITNESS FOR A PARTICULAR PURPOSE AND NON-
INFRINGEMENT. FURTHER, EURONET USA, LLC DOES NOT WARRANT, GUARANTEE OR
MAKE ANY REPRESENTATIONS REGARDING THE USE, OR THE RESULTS OF THE USE, OF
ANY PRODUCTS OR RELATED DOCUMENTATION IN TERMS OF CORRECTNESS, ACCURACY,
RELIABILITY, OR OTHERWISE.

Some states orjurisdictions do not allow the exclusion or limitation of incidental or consequential

damages, so the above limitations may not apply to you.
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