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Banco de Portugal was given a broad banking supervision mandate

REGULATORY POWER

ENFORCEMENT POWER OVERSIGHT POWER
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Oversight power aims to ensure compliance with the regulatory framework...

Exercised by the Banking Conduct Supervision
Department

* Covers retail banking products and services
* Involves the department's various teams

* Uses several oversight tools
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... accompanying the progressive increase of rights awarded to bank customers ...

* Transparency of information and duties
of conduct

» Standardisation of commercial practices
* More intrusive supervision

* Widening the supervision perimeter
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... accompanying the progressive increase of rights awarded to bank customers ...

* Transparency of information and duties
of conduct
The framework of rights awarded

» Standardisation of commercial practices

to bank customers is broad...
* More intrusive supervision

* Widening the supervision perimeter

... and has increased
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... in the various banking markets subject to Banco de Portugal's banking conduct supervision

Payment services

Mortgage
credit
Deposits and

accounts
Consumer credit
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The increase of the rights of bank customers requires the use of various supervisory tools:

. o = .E
Systerr-iatlc -4 ‘ Inspections
oversight '
o During the
M Pre- /\/\/ When signing /\/\/ contractual
contractual the contract relationship
*
Complaints’ - I ol Thematic
management I — reviews
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Pre-contractual oversight

f’ Sysffpmatic oversight

=
/

Advertising
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Pre-contractual oversight

Advertising
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Pre-contractual oversight

=

Advertising FID
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Pre-contractual oversight

Advertising

Price lists

Information sheets

Assistance coe
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Oversight when signing the contract...

( Systematic oversight

P

|

Maximum rates for
consumer credit
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Oversight when signing the contract...

n-site inspections

|

Maximum rates for
consumer credit

Ej
Contractual
information
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</ Inspections over the
/ counter
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Oversight when signing the contract...

|

Maximum rates for
consumer credit

Contractual
information
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(Um}plaints analysis
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And oversight during the contract lifetime... / \< ~ %
5

( Off%site inspections

P

sl O

Statements Invoice/receipt Early repayment Right of
withdrawal
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And oversight during the contract lifetime...
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And oversight during the contract lifetime... / N N
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</ Inspections over the
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Statements Invoice/receipt Early repayment Right of Ars e
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And oversight during the contract lifetime...

5
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Thematic reviews guide the oversight work

* Assessing the implementation of the new Retail Banking

. Markets
regulations

= Monitoring
THE NEW REGULATORY # iz ‘w/( s Report
FRAMEWORK OF PORTUGUESE ‘\, att

\ 2017
CONSUMER CREDIT MARKET ’ E -~

/

* Monitoring the markets’ developments

* Informing the market about best practice
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Banco de Portugal publicises its oversight activities

\@m Banking Conduct

wruear 2016
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Banking Conduct
Supervision
Report

2017

/
%

PORTUGAL

..........

Banking Conduct
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wucar 1% half 2017

duct
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At an early stage, banking conduct supervision focused on information transparency.

Over the past few years, the work has included monitoring the assessment and compensation policies of
staff working in institutions and the procedures adopted when creating and offering such products and
services. In turn, supervisory authorities work in an environment characterised by a new wave of
technological innovation.

The provision of innovative banking products and services must not jeopardise compliance with the
regulatory framework and leave bank customers unprotected.

For these reasons, conduct of business supervisors must closely monitor developments in these markets,
in a timely fashion, using new supervisory tools where necessary.

Excerpt from the Introductory Note of the Banking Conduct Supervision Report 2017
Luis Maximo dos Santos,

Vice-Governor
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Banking conduct supervision's strategic
approach faced with challenges posed by\
technological developments '

\

1. Tracking technological developments
2. Monitoring products and services provision

3. Removing barriers

4. Ensuring technological neutrality

:

5. Promoting digital financial training and information
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Challenge 1
Tracking technological developments

Stimulating dialogue with the industry to understand the
technological options and choices impacting the provision of
banking products and services

Taking an active role in international working groups. Digital’s
blurring of borders requires a transnational approach

Increasing training and knowledge-sharing
(multidisciplinary, agile teams)
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Commercialisation
of banking products
and services

on digital channels
in Portugal

Results of the questionnaire
on financial institutions

v 2016

Commercialisation
of banking products
and services

on digital channels
in Portugal

Results of the questionnaire
on financial institutions

+ 2018
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Challenge 2

Monitoring products and services provision

A

Provision of digital channels by financial
institutions

Levels of adoption and use of digital channels
Growth prospects

Limitations and obstacles for supply/demand
Banking products and services provided

Security risks and risk mitigation mechanisms
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Challenge 3

Removing barriers

* Aligning the regulatory framework with
technological innovation

*  Removing barriers without compromising
security, information transparency and the
rights of bank customers
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Instrugdo n.° 9/2017
BO n.® /2017 Suplemento * 2017/07/03

Supervisdo :: Supervisio Comportamental

indice
Texto da Instrugdo
Anexo & InstrugSo

Texto da Instrugdo

Assunto: ldentificacdo dos procedimentos de comprovac3o e determinacio dos requisitos aplicaveis a
abertura de contas de depésito bancario com recurso a meios de comunicacdo a distdncia previstos
na alinea c) do n.2 5 do artigo 18.2 do Aviso do Banco de Portugal n.2 5/2013

Temas

Atendendo ao rapido desenvolvimento tecnologico e ao surgimento de alternativas aos meios de [ ]

comprovagdo dos elementos identificativos constantes do artigo 17.2 do Aviso do Banco de Portugal
n.2 5/2013, de 18 de dezembro, que apresentam graus de seguranca idénticos as solugdes atualmente
previstas neste diploma, considerou-se necessirio rever o mesmo de modo a permitir ac Banco de
Portugal definir, através de Instrugdo, os procedimentos que podem ser adotados em alternativa aos

previstos nas alineas a) e b) do n.2 5 do artigo 18.2.

Por outre lado, face ao risco acrescido de brangueame
associado a utilizagdo de meios de comunicagdo a
procedimento alternativo deve ser sujeita ao cumpril
que garantam a adeguada mitigacdo de tais riscos.

Através da presente Instrugdo procede-se a identific
refere a alinea ¢) do n.2 5 do artigo 18.2 do Awiso, |
procedimentos devem obedecer, constando esse
especificos de Anexo & Instrugdo. Neste momento,
comprovacdo, para efeitos da alinea ¢) don.2 5 do art
do cliente através de videoconferéncia e sdo definido:
deste procedimento. Tendo em conta a permanente
incluidos no Anexo a Instrugdo outros procedimentos
conferirem idéntico grau de seguranga.

Os procedimentos alternativos agora identificados nz
as devidas adapta¢des, para as situacBes previstas n
instituigdes financeiras se proponham iniciar relagdc
bancario.

O recurso aos procedimentos alternativos previstos n
financeiras da obrigagdo do exato cumprimento do «
subcontratacdo, tal como previsto nos termos do Avis

&

Banco de o
portugal allows
demand
deposits to be
opened via
digital channels
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Challenge 3

Removing barriers

Technical Know Your Customer requirements established in
Instruction No. 9/2017

The supervised institutions must use assisted
videoconference

Banco de Portugal assesses technologically innovative
solutions, and may in the future regulate other procedures
for verifying the customers’ identification data with an
identical security level
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“Same business, same risks,
same rules, same supervision”™

« “Mistery shopping inspections”

oversight loses relevance in dlglta‘“
channels ‘

f)JHOlU

* New supervisory tools are
necessary to continue to protect
bank customers
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Challenge 4
Ensurking technoelogical neutrality

. . Anexo a Carta Circular n.° CC/2018/00000004
@ BANCO f PORTUGAL Circular-Letter

No 4 2018 Questiondric sobre produtes de erédite sos consumideres comereializados stravids de cansis digitais . ' .

/ e —— e Consumer credit is also overseen in
e digital channels

S e i o * Reporting obligation on the contract

A crescente comercializagio de produtos e servigos bancirios de retatho através de canais digitais,

process, the format for complying with

desafios 30 supervisor, em particular no que tocs 30 scesso 3 informago necessiria 3 fiscalizaglio do

el = = E information duties and the security

Indique cutran

bancérios de retalho, considera- a3 TEMPO Iminimo) previsto pora s dursbado

et et - |z = mechanisms

Mecanismo dpanivel pars o diente, em sede g
abrangidos pelo dispasto no Decreto-Lei n.# 133/2009, de 2 de junho |{doravante, “contratos de crédito e e
additn

203 consumidores”), quando o referido processo de contrataglo seja iniciado e conciuido através de
canais digitais.

Assim, no uso da competéncia que the ¢ atribuida pelo disposto no artigo 17.9 da sua Lei Orglnica,
aprovada pela Lei n.2 5/98, de 31 de janeiro, & na alinea e) do n.? 1 do artigo 120.2 do Regime Geral das

oo pooooojoo

de Crédito e aprovado pelo Decreto-lei n.? 208/92, de 31 de
dezembro, o Banco de Portugal transmite o seguinte:

1 ps de crédito

O ooo oooodooo

o o

305 seus client digitals ici de Prestagho sodliente de i imformeciin sckre. Sim

de produtos de créd

Banco de Portugal requires the institutions to provide |
information on the credit they are selling through

| Sodec haa do Combria, 148 + 13003
4454 213 130 000 « www.Spcrgnd
ot 0500077 apem st o

homebanking and apps
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Assistance obligation
FAQ, chatbot and/or helpline on the credit product and borrowing process

Pre-contractual and contractual information

= Compulsory scroll-down of the Standard European Consumer Credit Information Sheet, with 'l have
~ read and understood' tick-box only available after scrolling down. Increased security over signing the
contract

Right of withdrawal

Default options
Default options are not allowed (e.g. for financing charges or purchasing insurance products)
o Withdrawal of the contract through the digital channel

3

Right to early repayment
Early repayment through the digital channel
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Challenge 4
Ensurking technoelogical neutrality

Banco de Portugal adapts the regulations applying to
the creditworthiness assessment

The institution may estimate the consumer’s

THE EBA’S FINTECH ROADMAP

regular income and expenditure, (...), in the concusonsrou e coumovoune
case of a credit agreement to be concluded for
an amount equal to or lower than the “During 2019, the EBA will assess whether or not the
equivalent to tenfold the guaranteed monthly potential risk of financial exclusion in the context of big
minimum wage. data algorithms need any immediate action, as regards
potential non-transparent credit scoring and decision-
(Article 9(1) of Notice of Banco de Portugal No 4/2017) making and risks related to the ethics of algorithms”
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Challenge 5
Promotin| digital financial training and information

HI SWEETIE,
HOW WAS
SCHOOL TODAY?

YOU CAN READ
ALL ABOUT IT
ON MY BLOG, DAD.

Bl Remuem

The promotion of
digital financial training
and information of bank
customers is one of
Banco de Portugal's
strategic priorities

%
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Banking conduct
supervision i1tself has

to use technology for
oversight
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THANK YOU!

mlleitao@bportugal.pt

Maria Lucia Leitao
25 September 2018
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