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In 2014, just 54% of the adults in developed economies had a banking account, according to the World
Bank. And that percentage is even smaller in some regions, as low as 14% in the Middle East. Given how
important having access to financial services is for economic development and fighting poverty, financial
inclusion has become a priority for many governments. In the digital transformation the industry is
undergoing, digital financial services such as e-money can drive change.    
Electronic money is a financial instrument that allows users to make payments and transfers with a
smartphone or other kinds of electronic devices. Customers go to establishments that issue electronic
money, where they deposit a certain amount of physical money. This turns into an equivalent amount of
virtual money stored in the electronic device, which can be turned back into physical money at the
customer’s request. Electronic money allows unbanked people to make transactions easily, but it also entails
risk for users. Several countries have implemented measures to mitigate the risk of customers losing their
money if the issuer goes bankrupt (insolvency risk) o not being able to turn their virtual money back into
cash (liquidity risk). 
To mitigate the liquidity risk, electronic money issuers must cover 100% of the funds in safe and liquid
investments. This generally means that in the case of non-banking institutions, the electronic money issuer
deposits the sum of its customers’ funds in one or more banks. However, this measure may not be enough
to guarantee the integrity of the funds if the issuer of the electronic money goes bankrupt. To address this
situation, regulators have established various mechanisms to separate the customer’s funds from the
issuer’s assets. 
But bankruptcy isn’t the only risk electronic money customers face. Once the issuer deposits the funds in a
banking account, the bank’s own insolvency enters the equation. Protection against these types of
circumstances will depend on the capital requirements imposed on the issuer and the number of banks in
which the funds are deposited, given that in general the e-money accounts are not covered by the deposit
guarantee system. Although the effectiveness of these measures has not been tested enough to identify an
optimum solution, it is evident that effective consumer protections are vital to ensuring sustainable financial
inclusion.
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This document has been prepared by BBVA Research Department, it is provided for information purposes only and expresses data,
opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources we consider
to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either express or implicit,

regarding its accuracy, integrity or correctness.
Estimations this document may contain have been undertaken according to generally accepted methodologies and should be

considered as forecasts or projections. Results obtained in the past, either positive or negative, are no guarantee of future performance.
This document and its contents are subject to changes without prior notice depending on variables such as the economic context or

market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.
This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest in
financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, commitment or decision of

any kind.
In regard to investment in financial assets related to economic variables this document may cover, readers should be aware that under
no circumstances should they base their investment decisions in the information contained in this document. Those persons or entities
offering investment products to these potential investors are legally required to provide the information needed for them to take an

appropriate investment decision.
The content of this document is protected by intellectual property laws. It is forbidden its reproduction, transformation, distribution,
public communication, making available, extraction, reuse, forwarding or use of any nature by any means or process, except in cases
where it is legally permitted or expressly authorized by BBVA.
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