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Use QR code with smartphone

* Questions: Slido Q&A or unmute

* Recordings and material will be made available
on the UNEP FI Members’ area Target Setting —
United Nations Environment — Finance
Initiative (unepfi.org)

 PRB Capacity Building calendar & registration:
https://www.unepfi.org/banking/unep-fi-banking-
members-space/capacity-building-activities

Or browse to Slido.com
Event # 4236720
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PRB Financial Health and Inclusion Programme Responsible Banking

= Main purpose: support PRB signatories in setting targets in the Financial Health and Inclusion area

= Addressed to all relevant people in the bank working on Financial Health and Inclusion (Sustainability Team,
Product, Risk, Strategy etc..) and PRB implementation

Part 1: Foundation of PRB Climate Target Setting for Financial Health & Inclusion

*Get familiar with the UNEP FI framework for FH&lI
-Identify the context of financial inclusion and financial health in the country in which they operate 8th November 2023

*Build knowledge and skills to select the best indicators and methodologies to set targets that are
aligned with PRB's best practices

Part 2 : Implementing the targets

*Understand how to develop SMART targets that are aligned with local needs and commitments, as well
as with the institution’s profile 29th November 2023

*Getting started with the action plans to implement the targets

unepfi.org | 5
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Ag e n d a Part 2 gzggic?rllisibfﬁarBanking

» Case study exercise feedback Part 1

» Setting targets - continued
= Set SMART targets — continued
= Define key indicators (reporting)
= Determine measures and actions (action plan)

» Examples

» Practical Case study exercise discussion - Part 2

Link to calendar: https://www.unepfi.org/banking/unep-fi-banking-members-space/capacity-building-activities
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Based on the information on the following slides, practice on:
H omewaor k . 1. Context analysis: What are the priorities and goals of the
country Genovia
Case study

exercise

2. Baseline analysis:
« Which are the groups that the bank should prioritize?
« Taking into account the organic growth of the indicators,
and the country's goals, which should be the bank's goal

and for which target year?

3. What questions arise from the process?

unepfi.org | 9
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Policies and agreements - GENOVIA

anking

SDG 8. Decent work and economic growth

SDG 8.1: Maintain per capita economic growth in accordance with national circumstances and,
in particular, gross domestic product growth of at least 7 per cent per annum in the least
developed countries. As of 2019, there is a 0.40% advance.

SDG ODS 8.10: Proportion of adults (15 years and older) with an account at a bank or other
financial institution or with a mobile money service. By 2021 the figure is 84%.
INTERNATIONAL SDG 10: Reduction of inequalities:

Achieve and sustain income growth for the poorest 40% of the population at a rate higher than
the average income of the richest 10%.

Maya Declaration At the moment, the country has no goals in progress.

« Expand and improve access to financial services at GENOVIA;

National Alliance Promote financial accountability and improve access to financial services information
NATIONAL for Financial Ensure that 100% of the population over 15 years of age has access to a basic bank account
Inclusion and the financial system without obstacles.

unepfi.org | 10
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Baseline — Bank Banovia

The bank has a financial inclusion area that focuses on low-income groups and has 5 products available. It has financial education
programs that it delivers with partners and in which it measures the performance of the participants. Otherwise, it has no more initiatives
or intentional actions, so the growth you see below is achieved without much effort from the bank. The bank has 60% of Genovia's urban
people market and 40% of the rural market. Bank B cannot disaggregate by gender.

Principles for
Responsible Banking

Financial Inclusion Indicators Year Financial Health Indicators Year

Relevant data 2019 | 2020 | 2021 Relevant Financial Health Data 2019 | 2020 | 2021

-Number of products and services with a % of clients with a good level of financial

focus on financial inclusion 5/50 | 5/54 | 5/57 health ? 39.3% | 43.4%|42.7%

!\qul_’nber 01; InCCI“VIdL_Ials who have participated 350,000/400,000{450,000 0% of customers who feel confident about 45% 270 35%

n mlanma € ucagon fproglgramsh I their finances in the next 12 months

Employees trained to facilitate the inclusion _ _

of people/businesses 30% | 40% | 50% Non-performing loan index 47% | 44% | 41%

0% of individuals with high financial skills 60% | 65% | 70% Number of products and services with a 250 | 2/54 | 10/57

. _ financial health focus

0 ofbrurgl ]EUS’[OW(TVS W(;th effective access | .o | 1000 | 3504 Employees trained to facilitate the financial | _ )

(0 a basic financial product health of individuals/businesses

% Of (I’ura|) customers W|th two or more ) Of customers W|th |Ong_term 0 0 0

active financial products, of different 17% | 20% | 23% savings/investment products 20% | 25% | 30%

categories, with the bank 0% of clients who materialize a financial

00 Of customers who actively use the bank's | -, | -0/ | o094 wellness plan created with the bank's - - -

digital platforms and services advisor

0% of clients supported with personalized 0 0 0

strategies/advisory services 25% | 30% | 35% 0% of customers who regularly overdraw 25% | 40% | 30%

unepfi.org | 11
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Policies and agreements - GENOVIA
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SDG 8. Decent work and economic growth

SDG 8.1: Maintain per capita economic growth in accordance with national circumstances and,
in particular, gross domestic product growth of at least 7 per cent per annum in the least
developed countries. As of 2019, there is a 0.40% advance.

SDG ODS 8.10: Proportion of adults (15 years and older) with an account at a bank or other
financial institution or with a mobile money service. By 2021 the figure is 84%.
INTERNATIONAL SDG 10: Reduction of inequalities:

Achieve and sustain income growth for the poorest 40% of the population at a rate higher than
the average income of the richest 10%.

Maya Declaration At the moment, the country has no goals in progress.

* Expand and improve access to financial services at GENOVIA;

National Alliance Promote financial accountability and improve access to financial services information
NATIONAL for Financial Ensure that 100% of the population over 15 years of age has access to a basic bank account
Inclusion and the financial system without obstacles.

unepfi.org | 13
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Financial Inclusion Indicators Year Financial Health Indicators Year

Relevant data 2014 | 2017 | 2021 Relevant Financial Health Data 2017 | 2019 | 2021

Account (% age 15+) 68.1 | 70.0 | 84.0 0% low-income population 26.7 | 26.05 | 29.60

Account, rural (% age 15+) 19.2 | 25.3 32.8 0% Household savings - 22.4 | 24.6

Account, female (% ages 15 and over) 64.8 | 67.5 | 70.1 Savings for old age, women (% of ages 15 - 8.9 15.9

and over)

Account, male (% age 15+) 1.7 1729 | 87.1 Savings for old age, men (% over 15 years) | 13.1 | 17.5 | 24.3

Income account, 40% poorer (% over 15 572 | 566 | 820 Create emergency funds: not possible, _ 101 | 114

years) . _ women (% over 15 years) ' '

% of adults with financial products by age ) ) 30.9 Create emergency funds: not possible, men| 49 | 52

range (18-25 years) (% over 15 years) '

0% of adults with financial products by age . . :

range (> 65 years) - 35.7 | 40.8 Score for Financial Education (0 — 21) - 115 | 16.7

National Financial Inclusion Index (0 — 100) 25.9 | 32.4 | 48.7 National Financial Health Index (0 — 100) - 259 | 324

unepfi.org | 14
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Financial Inclusion Indicators ar Year Financial Health Indicators Year
Relevant data 2014 | 2017 | 2021 Relevant financial health data 2017 | 2019 | 2021

Account (% age 15+) 68,1 | 70,0 | 84,0 %6 Low-income population 26,7 | 26,05 | 29,60

Account, rural (% age 15+) 192 | 25,3 | 32,8 %% Household savings - 22,4 | 24,6

Account, female (% age 15+) 64,8 | 67,5 | 70,1 Savings for old age, women (% age 15+) - 89 | 159
Savings for old age, men (% age 15+)

Count, male (% age 15+) 717 | 729 | 871 131 | 17,5 | 24,3
Create emergency funds: not possible, ) 101 | 114

Account, income, 40% poorest (% age 15+) | 57.2 | 56.6 | 82.0 women (% age 15+) ’ ’

06 of adults with financial products by age _ _ =='30 5 C(,‘)/reate imergency funds: not possible, men ) 49 5.2

range (18-25 years) ’ (% age 15+)

0% of adults with financial products by age Score in Financial Education - 11,5 | 16,7

- 35,7 | 40,8
range (> 65 years) — _ _ _
National Financial Inclusion Index 259 | 32,4 | 48,7 National Financial Health Index ] 25,9 | 324

unepfi.org | 16
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Taking into account the organic growth of the indicators,
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target and for which year?
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Baseline — Bank B

with allies and in which it measures the performance of participants. Otherwise, it has no more initiatives or intentional actions, so the groﬁ 0{/18 see [
achieved without much effort from the bank. The bank has 60% of the urban people market in Genovia and 40% of the rural market. Bank B cannot disaggregate by

ender

Financial Inclusion Indicators Year Financial Health Indicators Year

Relevant data 2019 | 2020 | 2021 Relevant financial health data 2019 | 2020 | 2021
‘Number of products and services with a 550 | 5/54 | 5/57 % of customers with good financial health ||39,3% |43,4% |42,7%
focus on financial inclusion o e o :
Number of individuals who have participated o of customers who feel confident about
in financial education programs 350k | 400k | 450k their finances in the next 12 months 45% | 27% | 35%
Employees trglned to facilitate the inclusion 30% | 40% | 50% . '
of people/businesses Non-performing loans ratio AT% | 44% | 41%
% of individuals with high financial skills 60% | 65% | 70% Number of products and services with a m
0% of rural customers with effective access . . . focus on financial health B
to a basic financial product 20% | 40% | 35% Employees trained to facilitate the financial ) ) )
0% of customers (rural) with two or more health of individuals/businesses
active financial products, of different 17% | 20% | 23% % of customers with long-term 0 0 9

: : 20% | 25% | 30%

categories, with the bank savings/investment products
06 of customers who actively use the bank's 0% of customers who have a financial well- ) ) )
digital platforms and services 45% | 70% | 80% being plan created with the bank advisor
0% of clients supported with customized % of customers who regularly use
strategies/advisory services 25% | 30% | 35% overdrafts 25% | 40% | 30%

unepfi.org | 18




Let's
remember
Exercise
Session 1

environment finance

Context analysis: What are the priorities and target of the country PIogratie IO e

Genovia Principles for
Responsible Banking

Baseline analysis:
* What are the groups that the bank should prioritize?

Taking into account the organic growth of the indicators, and the country’s targets,
what should be the bank’s target and for which year?.

unepfi.org | 19
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Lessons learned and good practices Principles for
Steps 1-3 Responsible Banking

Good practices
« Even with the expectation of limited data, banks managed to gather a \

robust amount of information to map their country's profile, choose their
priority groups and areas of work.

+ Several banks have been able to find data on financial behaviors and
other complementary areas that are also important for the
characterization of the initial context.

- \ Analyzing societal problems such as over-indebtedness. J

Understand the context
of the country

Lessons learned

* Most banks do not cover varied businesses (e.g. SMEs and MSMEs, \
investments, insurance), and tend to cover mostly savings account data.
Don’t cover just savings accounts!

* In some cases, data collected was not consistent with the group
selected to prioritize, which misaligns with targets set from the priorities
of the context.

* In some cases, there could be more segmentation in the data by
ethnicity, location or age, according to identified vulnerable groups.

« Itis important to establish a multidisciplinary work team in the bank if

\ this area has been prioritized /

unepfi.org | 21
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Lessons learned and good practices o

Responsible Bankin
Steps 1-3 ' ’

\
* Many of the banks were successful in covering indicators for all levels of
the theory of change.
« The more components of the theory of change are measured at baseline,
_ the easier it will be to complete the stages that follow. )

Set baselines O/ Good practices
and identify priorities \

+ Even when the focus is on financial inclusion, banks should also
include financial health, for example in the form of a negative impact,
as this is important to measure, as part of sustainable financial
inclusion

* In some cases banks have not set indicators to evaluate implemented
programs, which is essential to know how successful are the efforts.

* Put together an internal multidisciplinary work team.

* Arobust context analysis help to identify indicators that the bank must
measure for its own performance - we should not limit ourselves to the
Excel list.

+ Always double check to understand why a core indicator looks the way
\it does /'/
| 22
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Lessons learned and good practices Responsible Banking

Steps 1-3

Good practices

To complete the baseline, it is important to align the entire team regarding\
definitions of the indicators to be measured, especially on the below:

Set baselines / _ _
« Effective access: access after first use

and identify priorities

« Active: use at least once a month or with the intended periodicity
of the product / service

* Regularly: at least 4 months in a year, shows regularity in negative
\ behavior such as overdraft

Link: 20220919 FINHEALTH-WG_DATABASE-AND-CORE-SET_FV-2.xlIsx (live.com)

unepfi.org | 23

Collective feedback Step 4 — Measures and actions Step 5 - Defining KPIs Exercise and next steps


https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.unepfi.org%2Fwordpress%2Fwp-content%2Fuploads%2F2022%2F09%2F20220919_FINHEALTH-WG_DATABASE-AND-CORE-SET_FV-2.xlsx&wdOrigin=BROWSELINK

m m
he framework

1
-yl




Setting SMART Targets

11‘;1-.’3: __}}_:’

Bank's baseline
measurement

4

Context
analysis

G

9

set ambitious

Step 2.

Target Setting & Implementation

SMART target(s)

=]

Determine
action plan

5 2y

3.Set a SMART \
impact target

(review pathway to

see impacts and core
indicators to see how

to measure it)
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Principles for
Responsible Banking
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Principles for
Responsible Banking

Set a SMART impact target
Set SMART targ ets (review pathway to see impacts and core indicators to

see how to measure it)

unepfi.org | 26
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Requirements of the Principles for Responsible Banking rncpstor
for setting targets

Ambitious, and your banks should be clear about how they contribute
to the SDGs, national targets and/or priorities

Set at impact level - resulting from your bank’s activities and provision of

products and services, as identified through your bank’s impact analysis am bltlous iiesiares

monitor  n|lan
Be Specific, Measurable, Achievable, Relevant and Time-bound progress maggemem and

(SMART). ST S m a rt actions

Include defined actions and milestones to meet the target

Include definitions of key performance indicators (KPIs) to measure
and monitor progress against the targets

measure kplS

strategy action kpl

approved report

Important to align targets with business departments, Executive Committee and Board of Directors

Targets, KPIs and actions should be approved by them and should relate to the business strategy
Any changes in these definitions, and any rebasing of baselines should be transparent

unepfi.org | 27
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Re-Cap on the requirements of the —
. . . . . Responsible Banking
Principles for Responsible Banking for setting targets
V)
—l d Measurable Relevant ﬂ—
Where | want to go/ goal. *  Why?
* How do | measure it? « For what?
*  How much? « Isitapplicable to my
* | must think of a quantifiable environment? Is it related to my
indicator. bank’s country and reality?
ifi ‘ i —~ Time-
. Specific { Attainable e-based
« What | want to  It's possible/realistic *  When?
achieve/achieve.  How can | reach it? * How long will it take?
* Who would be involved?
« Why do | want to get it?

unepfi.org | 28
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SMART Target example for Financial Health Responsible Banking

« Baseline: December 2020
* Priorities and targets: National context taken into account for 2025

S M A R T

SMART goal defined for 2025: To determine the ~ Yuinerable
ambition here, it is pr?ci?il:izid
Work with clients from vulnerable o PRI U0 LU | e el
] Work with clients the organic growth b
groups (showing a low level of from vulnerable that this indicator etfausf _
financial security and elderly clients groups (showing a has. Assuming that  © ehaseéne %%Szzyea(;'
(+60)) to increase the percentage of low level of Increase the indicator's t?]act)\fcvheey targi?
clients with recurring savings, financial secgrity by 25% annual_organic are the —
T ETErE Ry U d and elderly clients growth is 3% per ones who 2025‘
: 9 y IS el (+60)) year, the bank is q
|Ong-tel’m SaV|ngS p|anS by 25%. proposing to double most nei
that annual growth. fig&p?r:e
This is ambitious.
bank
Specific Measurable Attainable Relevant Time-based

* This target is aligned with SDGs 8 (Decent Work and Economic Growth) and 10 (Reduced inequalities), as well as the relevant country's National Financial

Well-being Strategy. .
unepfi.org | 29
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« Baseline: December 2020
« Priorities and targets: National context taken into account for 2025

Defined SMART target- 2025:

S M A _R_ T

20% means

. disbursing
Increase loan allocation for customers Increase by USD 300 2o e
(individuals and microentrepreneurs) Increase the 20% the billion in income
with previous rejections by 20% each, allocation of loans p!calceme!“ '0?”Sfa”d C_"e”tsta”d
disbursing USD 300 bn on loans for low- for customers ;rigﬁgielg 250;”?0 r305no/1 mlcrssgr;epre Baseline
. . . (o] (o]
income clients and microentrepreneurs (individuals and 2020 and
. p- microentrepreneurs) OIS ENe means becaus_e iz target
(2020-2025); and substantially While substantially reduce reducing by baseline year 2025
decrease the level of over-indebtedness reducing the level of . OVe'- 10% the showed that
for low-income customers and over-indebtedness ~ 'Ndebtednes  percentage of  the problem is
. s from 45% over- In access to
microentrepreneurs to 35% indebted credit
people in 3
Specific Measurable Attainable Relevant Time-based

* The target is aligned with SDGs 1 (End Poverty), 8 (Decent Work and Economic Growth) and 9 (Industry, Innovation and Infrastructure) and the country's

National Financial Inclusion Strategy.

unepfi.org | 30
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S ary Report

A\
Commltmen{:t'o
_dFinancial Health
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Contents
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Impact targets - Examples in APAC Principles for

o
{Financial Health

and Inclusion %
‘& £

PRB-Fin-Health-
progress-report-
1.pdf (unepfi.orq)

Area of

Impact

Financial
Health

Financial
Inclusion

Responsible Banking

Targets

Industrial Bank of Increasing the percentage of customers that are financially resilient, with financial instruments

Korea

Commonwealth
Bank of Australia

ANZ (Australia)

Government
Savings Bank
of Thailand

(i.e. reverse mortgages) in the 65+ age group to 7% by 2025. Increasing the percentage of
customers that are financially resilient, with financial instruments (i.e. balance greater than
KRW 0) in the 30—65 age group to 5% by 2025

Commonwealth Bank of Australia has developed a methodology to assess financial wellbeing
and keeps delivering research on the topic here: commbank.com.au/about-us/ financial-
wellbeing-research.htmi

ANZ (Australia) has an example to survey client’s behavior anz.com/content/dam/
anzcom/shareholder/ANZ-2020-ESG-Supplement.pdf—Page 54. As well as their Financial
Wellbeing Hub anz.com.au/about-us/esg/financial-wellbeing/

A 10% percent increase of customers who can effectively access GSB's loan products to
improve their financial health, by 2027. This increase represents a minimum of 2.5 million
customers.

Grassroots and retail customers; Grassroots and individuals who have difficulty in accessing
formal finance

unepfi.org | 32
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Good practices

* In case of not having a defined target yet, it is good to establish and
monitor financial health/well-being indicators, in order to understand the
correlation of financial inclusion actions.

Lessons learned

3 Set SMART targets ﬂ

« If there are no targets at country level, check if there are similar
countries, try to make your target match the best possible way .

* An overarching target can be set covering all prioritized groups but when
reporting, progress must be shown for each prioritized group - how your
bank is closing the gaps for them

« Take into account all your product portfolio and categorize products to

\ better understand participation of each prioritized group in your portfolioJ

unepfi.org | 33
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Inclusion targets

* Impact targets to 2025-2026 with progressive targets for 2023 and \
2024 + monitoring of financial health indicators to avoid negative
impacts.

» Sub-targets for each product/service category starting from baseline,

3 Set SMART targets ﬂ i.e., we have an overarching target about how full financial inclusion of

the prioritized group should look like, and sub-targets by product
category that will help to achieve the overarching target.

* Sub-targets usually concern supply/demand/rejections of products that
are relevant for greater financial health in the target group. This is why
it is important to analyze rejection rates, participation in products from
other categories, etc.

* Avery important sub-target is banking the un-banked and this must be
\in line with the national targets and the bank’s market share. /

unepfi.org | 34
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Financial Health targets

« Impacttarget to 2030. If it is not holistic (i.e., measuring all components
of financial health), it is recommended that the target addresses
3 financial resilience, given current macroeconomic conditions.

Set SMART targets . Sub-target suggested in indicators that measure savings habits: over-
indebtedness (overdue credits or non-performing loans), access to
products of other categories for customers who already have savings
habits, among others. Another important sub-target is inclusion for
banks in countries that still have gaps.

« Itis important to identify whether the bank's product portfolio has
products aimed at encouraging savings and financial resilience to cover

\ emergencies. /
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Target Setting & Implementation Step 2. Eieror Lie e

Target Setting & Implementation

|
|
|
TTIT1 |
- |

. . Using the pathway to \

Bank's baseline | impact: define an action

|
|
|

measurement tf ! PE plan to achieve your
T ) — P impact target while

mitigating any possible

Context Set E'”"tii“{' Hs Determine negative impacts
analysis SMART target(s) action plan
o - ! T Using the core
— S e e indicators: define KPIs
@. PE"* - :;:F" - you will use to track
. progress and set

\milestones for them /
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2 . Principles for
PrlnCIpleS f@dsponsible Banking
Responsible Banking

But how to define KPIs?

These indicators are what will show us that the bank is on track to
deliver its targets and sub-targets. Simply put, it is the short- and
medium-term indicators that are critical for the bank’s targets to
be achieved.

Should I set targets for KPIs?

Of course! Especially the short-term ones because these will
determine whether you will achieve the medium-term results. For
example, if we do not achieve a critical mass of banked individuals,
we will not achieve the targets of effective access and then access
to a second product. This is what is known as Milestones.
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Set a target in Financial Inclusion?

As financial inclusion is a means to an end, a good practice is to
monitor financial health indicators to make sure your bank is not
generating a negative impact.

For example, if you want to increase access to loans then
monitor NPLs, arrears, overdrafts, and severely diminished
saving capacity. These are all indicators that the loan is
actually generating financial distress.
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2 . Principles for
PrlnCIpleS f@dsponsible Banking
Responsible Banking

When you have the target and a clear action plan, then the
implementation and reporting process starts.

For the fulfillment of the report, under the Principles for Responsible
Banking, the bank must report:

« Baseline of key indicators used to set targets and sub-targets

» Progress towards the delivery of targets and sub-targets through
key performance indicators (KPIs) and milestones achieved in
these indicators

« To understand the effectiveness of the bank in its progress, it is
good practice to reveal the starting point of the KPI, whenever
possible
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Practice Impact

Inputs Actions Impacts
Drivers for impact The actions taken by the financial The positive impacts achieved and the negative impacts
management institution to manage impacts in avoided, mitigated, and/or compensated as a result of the
response to the drivers bank’s practice
Local context Bank undertakes actions Drivers Financial Financial
and bank’s on Enablers and Inhibitors Inclusion Impact Health Impact
baseline
Policy and 1. Portfolio composition Increased effective 1. Increased 1. Increased
; X . 1. Bank removes . . - .
regulatory Financial and non-financial — and affordable Financial Financial
context # products and services usage barriers access/usage to Inclusion for Resilience
portfolio. New or improved with a Financi ¢’_fl| relevant products, vulnerable and

Stakeholder products and services, user- services and un/underbanked P ——
centered accessible and channels financial

expectations inclusive desi
and demands inclusive design 2. Further access confidence
I I l (Investors, Increased effective 1o financial

Health approach

customers) 2. Client engagement ) |' access/usage of opportunities for
Business Digital skills courses, 2. Clients have transparent financial existing clients & f[ilay R nd
risks and financial education effective access advisory services nancTs HOGEE
opportunities initiatives, surveys and * to tr]g":fls ; contro
deriving from volunteer finhealth scoring portiolio an .
. Impact target economic, ILLEE # Slrc:lng_e rti:rllarllﬁial 4. Planned
social, and 3 .. and digital skilis reachable long-
i . tal . Internal Policies temn ooals
Client engagement target envirenmen and processes -
context Incentives, nudges, credit/
risk Policies & data Increased/
. Business/financial target analytics, colleague training sustained/optimal
& culture Financial Health
(= Related to gender 4. Advocacy
Collaboration with NGO's, l
governments or other
enterprises for systemic Achieving
changes SDGs 1,5,8,9,10,17
|

unepfi.org | 41



Core
Indicators

Inputs

Drivers for impact
management

Local context

and bank's
baseline

Policy and
regulatory
context

Stakeholder
expectations
and demands
(Investors,
customers)
Business
risks and
opportunities
deriving from
economic,
social, and
environmental
context

Practice

Actions Outputs
The actions taken by the financial The deliverables
institution to manage impacts in from the actions
response to the drivers taken

# of new
# of products/services in customers per
the portfolio with a focus month
on financial health

% of customers
with effective
accessto a
basic banking
product

# of products/services in
the portfolio with a focus
on financial inclusion

# of individuals supported with financial/digital
education initiatives

% of relevant employees
supported with effective
training

# of active partnerships to

achieve
finhealth/inclusion goals

% of customers showing
an increase or stable
amounts in savings,

deposit and or investment
account balances

% of customers
supported with dedicated
customer
journey/advisory services

% of customers with a
non-performing loan

% of customers using
overdraft regularly

% of customers actively
using the
online/mobile banking
platform/tools

% of individuals with a
good and/or very good
level of financial skills

% of customers who use
the bank’s services to

create a financial action
plan with the bank

Focus on vulnerability and equality

Impact

Impacts
The positive impacts achieved and the negative impacts
avoided, mitigated, and/or compensated as a result of the
bank’s practice

% of customers that would
struggle to raise
emergency funds or cover
with insurance a major
unexpected expense

% of customers
with 2 or more
active
financial products,
from different
categories,
with the bank

% of customers with
products connected to
long-term saving and

investment plans

% of customers that feel
confident about their
financial situation in the
next 12 months

% of customers for which
spending exceeded 90%
of inflows for more
than 6 months last year
with the bank

% of customers with a
high level of financial
health
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Example
Bank

KPI'S

Monitor

Target and
sub-targets

Progressive
results

Specific
actions

Inputs
Deivers for impact
managerment

Local context
and bank’s

baseline

Palicy and
regulatary
Cormexl

Stakeholder
EXpECTATONS
and demands
(Irvestors,
CLISTOMErS)
Business
risks and
Opparunnaes
deriving from
BCOnomic,
aacial, and
enviranmental
Coraxl

Actions

The actions taken by the financial

institutien to marage impacts in
respanse o the drivers

Bank undertakes actions
on Enablers and Inhibitors

Reconfigure
products
suggested to the
prioritized groups
to be in line with
the financial
education
program

Partner with
Aflatoun for the
delivery of

financial
education
programs to non-
clients of the
prioritized group

Create and
deliver a
financial

education
program to our

customers,
employees and
non-customers

Increase the # of
new customers
per month

Increase the %
of customers
with effective

access to a basic
banking product

Increase the # of
people
(customers and
employees)
supported with
financial/digital
education
initiatives

Drivers

Increase the % of
customers who actively
use digital and mobile
platforms

Increase the % of clients

successfully advised on

the improvement of their
financial conditions

Increase the % of
customers showing an
increase or stable
amounts in savings,
deposit or investment
account balances

Decrease the % of
customers with non-
performing loans

Increase the % of
people with a good

and/or very good level of
financial skills

Focus on vulnerability and equality

Impacts

The positive impacts achieved and the negative impacts
avoided, mitigated, and/ar compensated as a result of the

Increase to 40% the
customers with 2 or
more active financial
products of different
categories without
generating negative
impacts on the
financial health of
those customers

To this end, the
following sub-targets
are available:

* Increase to 30%
the participation of
clients of the
prioritized group in
debt products
Increase to 50%
the participation in
investment
products or
programmed
savings
Achieve a critical
mass in banked
individuals, in line
with national goals

bank's praciice

Financial
alth Impact

Decrease or maintain % of
customers who would
have difficulty in raising
emergency funds or in
covering with insurances
an unexpected high
expense

Increase or maintain % of
customers with products
related to long-term
savings and investment
plans

Increase or maintain % of
customers who feel
confident about their

financial situation in the
next 12 months

Decrease or maintain % of
customers whose
spending exceeded 90% of
entries for more than 6
months last year

unepfi.org | 43



Let's see it in practice with an

Illustrative example

Q.

Impact
identification

€ag

Performance
assessment

Bank A identifies
and prioritizes
Financial health as
an area of most
significant impact

Bank A completes a
performance
assessment in
financial health by:

l:;;.:: ﬁ‘i

Bank's baseline
measurement @P
— + —
Context Set ambitious
analysis SMART target(s)

G

1
Using the core set for
financial health in
addition to indicators
that are key for Bank A’s
business, and key
country indicators
connected to financial
resilience and inclusion,
completes a historical
baseline for 2019-2021,

choosing 2021 as the
baseline year.

-~

w

While looking at the

disaggregated data

from the baseline, Bank

A:

1. Prioritizes young
people (30 or less)

2. Sets a SMART
impact target
connected to the
financial confidence
and resilience of
young customers

U N v‘““ )
Y

i\ Vv

N\ 1)/

environment finance
initiative

iking

P

Determine
action plan

Using the pathway to impact:
Bank A defines an action plan to
achieve its impact target while
mitigating any possible negative
impacts of focusing on the
financial confidence and resilience
of young customers

Using the core indicators: Bank A
defines KPIs and milestones to
achieve its impact target
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setting SMART targets

et ambitious
SMART target(s)

Increase the % of young customers that feel confident about
their financial situation in the next 12 months, from 30% to
60% by 2025.

Decrease the % of customers that would struggle to raise
emergency funds or cover with insurance a major
unexpected expense, from 70% to 35% by 2030
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P
» -

Determine

action plan

:-;-:I %_}%

- T

To achieve the targets by the target year, Bank A has set the following milestones:

Improve the financial skills of at least 70% of the participants of financial literacy initiatives (which should reach 100% of our
customers and at least 10.000 of individuals in communities)
Increase the % of young customers with a savings account from 3% to 10%

Increase the % of young customers showing increase or stable amounts in savings, deposit and/or investment account
balances, quarter on quarter (saving habit) from 10% to 30%

Increase the % of young customers with products connected to long-term saving and investment plans, from 5% to 35%
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Let's see it in practice with examples of the five steps

Impact: Day-to-
day finance

STEP 1:
Understand country
context

In the country the bank
operates in, there is a
considerable financial
health gap:

85% of the adult popula-
tion in the country have a
banking account/ access
to financial services

25% of the population in
the country regularly use
overdraft

10% of the population is
over-indebted

30% of the adult population
have low level of financial
security and elderly individ-
uals are at the top of the list
85% Spend less than or
equal to income

71% Pay all bills on time
54% Have a manageable
amount of debt

70% Have a prime credit
score

STEP 2:
Set baselines and
priorities

Internally, the bank
identified the following
regarding its clients (in
2020):

20% of our customer base
are considered vulnerable
groups (who display a low
level of financial security,
elderly customers (+60),
50% utilize overdraft credit
regularly which is 30%
more compared to total
customer base

25% of the customers in
the vulnerable group are
over-in-debt

= 21% of customers for
which spending exceeded
90% of inflows for more
than & months last year »

STEP 3:
Set SMART Targets

The bank’s formulated
SMART Target (by
2025):

Decrease the regular use
of overdraft and over-in-
debtness of the vulnerable
group (who display a low
level of financial security
and elderly customers
(+60) by 30% by

2025

Take the percentage of
customers for which
spending exceeded 90%

of inflows for more than 6
months last year, from 21%
down to 15%

STEP 4:
Determine measures
and actions

STEP 5:
Define KPls

The bank engaged with relevant internal and
external stakeholders to develop a plan to reach
its targets by 2025. The plan defined the following
measures, actions and KPls:

Improve credit/risk policies
to mitigate the adverse use
of overdraft by customers
who do not benefit from it

Integrate early warning indi-
cators to advise customers
and clients (e.g. warnings
for overdraft, over-indebt-
ness, etec.)

Develop specific digital
services for the vulnerable
group that help to improve
their financial situation (e.g.
planning and budgeting
tools, debt counselling )

Percentage of customers
(classified as being from
a vulnerable group) using
overdraft regularly,

decrease this percent-
age by 6% per year, and
decrease over-indebted-
ness by 4% per year.

% of customers for which
spending exceeded 90%
of inflows for more than 6
months last year

% of customers with a
non-performing loan, % of
customers using overdraft
regularly
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Principles for
Responsible Banking

PRB-
Guidance-
Financial-
Inclusion-

2.pdf
(unepfi.orq)
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Effective access

to Basic Banking
(the bank should
consider the number
and percentage

of low-income
population and
microentrepreneurs
in the country in
accordance to
national definitions)

STEP 1:
Understand country
context

In the country the bank
operates in, there is a
considerable financial
inclusion gap:

40% of the country's
population can be consid-
ered low-income and 50%
of adults do not have
effective access to a basic
banking account

There are 2.5 million SMEs
in the country, of which
90% are micro- enterprises
and 30% do not have
effective access to a basic
banking account

STEP 2:
Set baselines and
priorities

Internally, the bank
identified the following
regarding its clients (in
2020):

20% of our basic banking
accounts are from low-in-
come customers

15% of our basic business
accounts are from micro-
entrepreneurs

Let's see it in practice with examples of the five steps

STEP 3:
Set SMART Targets

The bank’s formulated

SMART Target (by
2025):

Increase the percentage of
basic bank accounts held
by low-income customers
by 46% (achieving 30%

of the total consumer
banking accounts), and
business clients that are

microentrepreneurs by
40% (achieving 20% of

SMEs accounts) by 2025.
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Principles for
Responsible Banking

STEP 4:
Determine measures
and actions

STEP 5:
Define KPIs

The bank engaged with relevant internal and
external stakeholders to develop a plan to reach
its targets by 2025. The plan defined the following
measures, actions and KPls:

PRB-Guidance-

Develop a communica-
tions strategy, including a
digital campaign, to reach
potential low-in- come
customers and microen-
trepreneurs to infarm and
encourage them to open a
basic bank account.

Launch fee-free digital
accounts and virtual
wallets.

Percentage of low-in-
come customers’ basic
banking accounts versus
total customers’ banking
accounts, increase by
8% per year (including
mobile accounts, fee
free accounts and virtual
wallets)

Percentage of micro-
Entreprensur basic
accounts versus total
SMEs banking accounts
per year, increase by

6% per year (including

muobile accounts, fee-free

accounts and virtual
wallets)

Financial-
Inclusion-2.pdf

(unepfi.orq)
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Let's see it in practice with examples of the five steps

Impact: Further
Effective access

STEP 1:

Understand country
context

40% of low-income
individuals in the country
have access to credit and
of those, 30% are over-in-
debted

70% of microentrepreneurs
don't have access to credit

STEP Z:
Set baselines and
priorities

15% of our loan allocation
focuses on low-income
customers whose over-in-
debtedness is 40% higher
compared to the total
individual customer base

10% of our loan allocation
focuses on micro- entre-
preneurs whose over-in-
debtedness is 30% higher
compared to the total
SMEs customer base

STEP 3:
Set SMART Targets

Increase loan Allocation
for customers (individuals
and microentrepreneurs)
with previous rejections by
20% each, disburs- ing USD
300bn on loans for low-in-
come clients and microen-
trepre- neurs (2020-2025);
and substantially decrease
the level of over-indebted-
ness for low-in- come
customers and microen-
trepre- neurs, by 2025.

STEP 4:
Determine measures
and actions

Imprave or adapt credit/
risk policies for credit lines
for low-income customers
and micro- entreprenaurs
in order to increase access
and avoid over-indebt-
edness (e.g. risk models,
behavior and income
assumptions, remove
biases and increase
flexibility where feasible,
integrate early warning
indicators to advice
customers and clients)

Provide free financial
advisory services for
low-income customers
and microentrepre- neurs
through digital platforms
and external partnerships
to address and minimize

instances of over-indebted-

ness amongst customers

STEP 5:
Define KPIs

Volume of loans for
low-income customers
and microentrepreneurs
per year, including recur-
rence of use of products),
increase by around 4%

per year. Disburse approx.
USD &0bn per year for both
categories.

100k over-indebted low-in-
come clients to partici-
pate in financial advisory
programs annually, with an
impact analysis carried out
in two-year cycles to deter-
mine efficiency.
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Principles for
Responsible Banking

PRB-Guidance-

Financial-Inclusion-

2.pdf (unepfi.orq)
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Determine
Measures
and actions

Using the pathway to impact: define an
action plan to achieve your impact target
while mitigating any possible negative
Impacts

Using the core indicators: define KPIs
you will use to track progress and set
milestones for them
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Principles for
Responsible Banking

An action plan is the roadmap that indicates the type of actions that
the bank will take and the results that these actions should have in
the short, medium and long term to ensure that the bank will
eventually deliver the desired impact or target that it has set
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Determine measures and actions prncples for e
What are the main components of a robust action plan?

O/ A clear final target (sometimes accompanied by sub-targets that disaggregate the final
targets in order to increase the effectiveness of the plan)

O,%Z'I Clearly defined and measurable results in the short, medium and long term

==~ Specific actions consistent with the context analysis and the baseline and are aimed at
achieving clear results
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Determine measures and actions prncpstor
What are the main components of a robust action plan?

x A clear final target (sometimes accompanied by sub-targets that disaggregate the final
O targets in order to increase the effectiveness of the plan)

1. Your impact target and sub-targets created when the impact target was disaggregated. If you have
not disaggregated your impact target, we recommend doing so.

Example:
* | want to increase the financial health of my clients

* | need sub-targets in each of the components against which | measured in my financial health
indicator (resilience, confidence, planning, day-to-day management)

2. Are there progressive targets (for instance: Year 1 we must achieve X, Year 2 we must achieve Y,
etc.)?
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Determine measures and actions prncpstor
What are the main components of a robust action plan?

Oﬁ Clearly defined and measurable results in the short, medium and long term

Results of banks’ actions must generate are the outputs (short term) and outcomes (medium and long
term).

Starting from indicators from your baseline:

« What needs to happen ("outcomes®) and which value does this outcome indicator need to reach in
order deliver my sub-targets and target? and to reach sub targets? Are there progressive values
(yearl, year2, etc)?

* On which actions results ("outputs®) do these "outcomes" depend? Which value does this output

indicator needs to reach so that | can reach the value | need in the outcome indicator it connects
to? Are there progressive values (yearl, year2, etc)?
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Determine measures and actions
What are the main components of a robust action plan?

Principles for
Responsible Banking

ProTip 1: With progressive values for targets, sub-targets, outcomes and outputs you can
generate a clearer timeline of which actions have to happen in each year.

NOTE: In our workshop we will not go into that detail.

In order to increase the % of clients

successfully advised on the improvement of

their financial conditions in the next three
years (OUTCOME) | need to increase the #
of people (customers and employees)
supported with financial/digital education

initiatives (OUTPUT)
#inyear 1, #in year 2, etc ..
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Determine measures and actions prncpstor
What are the main components of a robust action plan?

a Specific actions
@ consistent with the context analysis and the baseline and are aimed at achieving clear
results

Determine the actions to be carried out once you understand :
« the results that should be achieved to deliver the target

» the baseline of these elements

« the country context in which the bank operates

What do | need in order to achieve each of the short-term outputs that generate the medium-term outcomes?

Several needs can be met with a single action.

Ex: a financial education program can address the need for more educated people, more banked people, and more
people with effective access to basic financial products. Furthermore, it also helps with behavioral changes,
strengthening skills and getting more people to use the bank’s dedicated advisory services. Instead of creating

an action for each of those elements, it is possible to create one to cover all.
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Principles for
Responsible Banking

Protip 2: If you do not know the needs, then you must investigate, survey, or search transactional
data to respond to the existing gaps (it also applies to the sub-targets). Therefore, the more
complete the baseline, the easier it will be to build the action plan.

ProTip 3: Be clear about progressive targets because not all actions can be completed in year 1.
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Determine measures and actions
Actions

Actions should address several needs at the same time in order to increase their level of effectiveness.

4 categories — eventually bank has actions in all 4 categories:

Portfolio composition

Client engagement

Improved internal policies and processes

Corporate citizenship, alliances and
partnerships
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Determine measures and actions

Portfolio
composition

Client
engagement

Improved internal
policies and
processes

Corporate
citizenship,
alliances and
partnerships

Develop educational programs,
informational material and
digital and/or financial advice

Improve the methodology for
credit risk and over-
indebtedness risk analysis

Hire third parties with missions
and purposes aligned with those
of the bank and who are able to
report on impact indicators
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Principles for
Responsible Banking

Improve risk models and
behavior anticipation with
transactional and/or survey data
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Looking for inspiration?
: g Library of Initiatives

You can access the library of initiatives on the
financial health and inclusion microsite.

Examples of how some banks (in the Working Group) are approaching financial health

Examples of how some banks (in the working group) are approaching financial inclusion

To access and download the latest version of the database, click here.
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The latest PRB Progress Report
September 2023 shows that signatory
banks are making progress towards their
commitment —

« embedding sustainability in their core
business

« strengthening their impact analysis

« setting targets that respond to the
most pressing needs of their societies

* putting in place effective governance
from the most senior level of their
organisations

https://www.unepfi.org/wordpress/wp-
content/uploads/2023/09/PRB-Second- unepfi.org | 61
Progress-Report-2023.pdf
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Second PRB Progress Report September 2023: Impact areas Principles for

Responsible Banking

Climate change mitigation
Financial health and inclusion

Inclusive and healthy economies Majority of member banks in

North America (100%), Europe
(95%) and Asia Pacific (91%)
prioritise climate change
mitigation as their main impact
area.

Diversity and gender equality

Resource efficiency and
circular economy

Nature/biodiversity/food
Affordable housing
Decent work

Climate change adaptation

0 20 40 60 80 100 120 140 160 180 200
Number of member banks
B 1stimpact area B 2 impact area

Figure IV: Member banks' identified areas of significant impact | Source: UNEP Fl
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Questions and comments
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Returning to Genovia and Bank B, let's build the action plan and
prioritize indicators to report.

By the way: Remember to take note of questions that arise from
the process.
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1) Which key internal stakeholders do you believe should
be involved in the work from the very beginning to facilitate
steps 1-5?

2) What is the main takeaway from the case study and
discussion?

3) Questions that arose from the process the bank went through?

4) Could you implement the five steps in your own organization?
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Which key internal stakeholders do you believe should
be involved in the work from the very beginning to
facilitate steps 1-5?

(D Start presenting to display the poll results on this slide.
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What is the main takeaway from the
case study and discussion?

(D Start presenting to display the poll results on this slide.
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Questions that arose from the
process the bank went through?

(D Start presenting to display the poll results on this slide.
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Could you implement the five steps In
your own organization?

(D Start presenting to display the poll results on this slide.
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Learning Objectives: How to use the framework

_____________________________________________________________________________________________________________________________________________________________________________________

To measure your bank's baseline:
= Use core indicators - Benchmark to identify gaps that your bank can work on.
=  Whenever possible, include historical data that can be disaggregated.

____________________________________________________________________________________________________________________________________________________________________________________

_____________________________________________________________________________________________________________________________________________________________________________________

To set ambitious SMART goals:

= At least an ambitious impact-based target using some of the main indicators
= Analyze the bank's baseline data and seek to align with the country context.
= Determine priority groups (if applicable).

= Determine the baseline year for your goal (starting point).

= Setyour goal in a way that is SMART and impact-driven.

____________________________________________________________________________________________________________________________________________________________________________________

{ To define an action plan:

= Use the Pathway to Impact to determine actions and measures to achieve your goal.
= Milestones/goals/stages can be set to show progress, using core indicators.

= Your bank can use the basic indicators, customized for your priority groups.

_____________________________________________________________________________________________________________________________________________________________________________________
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Please fill In the survey

(D Start presenting to display the poll results on this slide.


https://app.sli.do/event/vhi2HFf5kAJoMG65jccGRs/embed/polls/2a1ef529-324a-4968-8a31-672e68c50c26
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We hope that the learning objectives have been met Rbspansibla Banking

v ldentify good practices when completing stages 1-5
v Understand the basis for building a robust action plan.

v Learn to define the key performance indicators against which progress
towards SMART targets should be reported.
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Contact

Laura Diaz Zea

PRB Implementation Support Coordinator
Financial Health and Inclusion Lead
Banking Team

UNEP FI

laura.diazzea@un.org

Reginald Graham

Capacity Building Consultant
Principals for Responsible Banking
UNEP-FI

Reginald.graham@un.org
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