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I BRAZIL: AN IMPORTANT FINTECH HUB

(IBGE; April 2018) (IMF; April 2018) (IDB; May 2017); (Brasil Econdmico; January 2018); (Valor Econdmico; March 2017) (Fundagdo Getulio Vargas - FGV; April 2018)
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FINTECH BY BUSINESS SEGMENT IN BRAZIL

58 (25,2°6) 45 (2026 35 (15,226 22 (9,626) 19 (2,326) 1F (F,4°6)

Pay ments Advtermnative Business Paersomnal Assot Trading &
Finamnocs Financial Financial Manace e nt Stock Market
Platforms Managemese mt Management ‘

—— ; I S Others
A — F—— 4 E é 33 (14,326

1 C0,236 Z (0,92 6 (2,696 AT (2,826 15 (S5, F 96D

. Fimamncial A e rrva e Digital Imsurtech Technologwy
(Inter-American Development Bank - IDB; Eeducation Scoring Banks Companies
Ffor Fimamncial

May 2017) Institutions

/ £\ ™
4) (©BALABIT Control [0 @RYPSIS
A-“LHIMWHR EGADE Business School *
Tecnologico de Monterrey I a p p %g;:g A.

PROUD MEMBER

o



FINTECH BY COUNTRY AND ORIGIN
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IBRAZILIAN FINTECH ECOSYSTEM RETROSPECTIVE

2017 Retrospective
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BRAZILIAN REGULATION TIMELINE

October 2013
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August 2017

July 2017

Regulation on public
offering of securities

through
crowdfunding

platforms by the
Brazilian Securities
Commission (CVM).

. Law No. 12,865/13 -
Electronic Payments Law,
stablishing the main
legal framework for the

Payment Industr
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September 2017

Central Bank of
Brazil (BACEN)
Public Consultation
Notice No. 55/2017
proposing rules
applicable to Credit
Fintechs in Brazil.

Central Bank of
Brazil (BACEN)
Public Consultation
Notice No.
57/2017 proposing
rules related to
Cybersecurity,
including
requirements for
the contracting of
data processing,
storage and cloud
computing
services.
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I ELECTRONIC PAYMENTS REGULATION
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Establishment of definitions for:
“payment arrangements”,
“payment arrangements settlors”
and “"payment institutions.”

Definition of three types of payment
institutions: “electronic currency
issuer” (E-money issuer), “postpaid
payment instrument issuer”
(credit card issuers) and
“acquirers”.

Establishment of principles and
rules to be observed by payment
institutions and payment
arrangement settlors.
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Brazilian Payment System
(Sistema de Pagamentos Brasileiro,
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II BRAZILIAN FINTECHS BY REGULATION (not only startups)
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I PAYMENT ARRANGEMENTS MAIN OPERATION STRUCTURE
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I CREDIT FINTECH’S CURRENT OPERATION STRUCTURE

The Brazilian Banking Law (Article 17 of Law 4,595/64) and the White-Collar Law (Article 16 of Law No. 7,492/86) do not allow traditional “P2P lending”
platforms to operate without the intermediation of a financial institution (only financial institutions authorized by the Central Bank are allowed to carry
out financial intermediation in Brazil). Therefore currently one of the structures adopted by credit fintechs is represented as follows:

1. Borrowers apply for a loan and Fintech
performs both: a) borrower registration and
b) credit analysis (including for KYC and
AML purposes).

1. Investors indicate interest in CDs issued
by the partner bank. Fintech performs both:
a) investor registration and b) credit

analysis (including for KYC and AML 2. Upon Fintech request, the
purposes).

partner bank will issue Deposit

Certificates — CDs. Fintech decides on the underwriting of the

loan, based on criteria agreed with the
Partner Bank.

6. Partner Bank pays the returns 5. Payment of the financing
on the CDs, based on the amount by the Borrowers.
performance of the issued Credit

Ngte. <
$ N $ N
3. Investors transfer funds to the 4, Issuance of the Bank Credit
Partner Bank in order to invest in Credit-linked Transaction Note (Cédula de Crédito
the CDs. Bancario — CCBs) by borrowers

and transfer of funds raised
through the CDs.
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CREDIT FINTECH REGULATION PROPOSAL (Public Consultation 55/2017)

Direct Lending Companies (SCD) Peer-to-peer Lending Companies
(SEP)
Operate
exclusively
through Purpose
electronic
platforms No risk taking
Minimum limit Peer-to-peer lending
Purpose for paid-in procedure
No deposit taking capital stock Fund ;
ot h unds segregation
(R$1,000,000) Single creditor exposure limit
Simpler (R$50,000)
registration
procedure
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I CONCLUSION
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CONTACT

Gobbi specializes in banking law, and provides legal assistance to national and international institutions. Her practice
encompasses regulatory matters, and a range of transactions involving financial institutions and fintechs, as well as the advisory to
these entities in connection with the establishment of activities in Brazil, both through the incorporation of a new company and
through the acquisition of interests in existing companies. She also acts in financing and debts restructuring transactions, mostly
representing creditors. In the regulatory sphere, she deals with matters related to the payments industry and assists financial
institutions and insurance companies with the structuring of new products and review of agreements used in their activities.
Gobbi’s practice includes the incorporation of insurance companies, health insurance plans, and brokerage companies, mergers
and acquisitions (M&A), drafting and reviewing of reinsurance contracts, and providing legal assistance in connection with the
approval of new products by the respective regulatory agencies.
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