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A comprehensive and open digital public-
good infrastructure serves as the backbone
for one of the world’s most interesting
markets for new payment ideas

India’s Unified Payments Interface
(UPI), the instant payment system
built and backed by the Indian state,
is the foundation upon which one

of the world’s most vibrant digital
payments industries has been built.
Innovation continues here at pace,
creating a compelling opportunity
for providers and customers.

The UPI is open architecture, fully
interoperable and free to access.
UPI was designed to enable
interoperability between money
custodians, payment rails and
front-end payment applications.
This means barriers to entry are
low, encouraging not only banks
but also fintechs to participate
in the development of payment
architecture.

The result is the most active digital
payments market in the world: the
National Payment Corporation of
India (NPCI) logs ten billion digital
payment transactions a month
through UPI, and seeks to reach 100
billion transactions a month. Itis
also a market in a constant state of
evolution.
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UPI’s evolution brings product
development

As UPI has grown from its payment
roots, new features have enabled
different digital use cases. For
example, UPI Autopay allows telecom
companies to collect subscription

flows without a customer having to
initiate a payment. The RuPay credit
card has been embedded on to the
platform, which is likely to drive
credit card adoption from its current
rather muted level of 85-90 million
cards for 1.4 billion people. And the
UPI Lite model allows access to UPI
for those with feature phones, rather
than the more technically advanced
smartphones, broadening financial
inclusion.

“There has been a constant evolution
in UPI from being a payment scheme
for P2P payments, into a growing
payment channel for business
payments,” says Mridula lyer, Head
of Treasury and Trade Solutions,
South Asia, Citi. “Solutions like UPI
Auto Pay and the linkage of RuPay to
UPI would lead to new use cases for
businesses.

“On the back of payment
infrastructure like UPI, business
models are changing rapidly because
digital infrastructure is encouraging
corporate clients to think about
digitizing traditional forms of
business.”

This is visible in companies

going direct to the consumer,
disintermediating retailers and
distributors. Companies are also
launching their own marketplaces
for their products, taking advantage
of easier payment and collection
services.
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Cross-border - the future
of innovation

Looking to the future, cross-
border will be an obvious area

for innovation. India’s UPIl and
Singapore’s PayNow have been
connected in a pilot for instant
settlements, but there is enormous
scope to do more.

NPCI International Payments
Limited (NIPL) is building a large
acceptance network for RuPay
and UPI which will help Indian
travelers pay with these payment
channels in foreign destinations.
NIPL is also building a technology
platform to onboard global
remittance institutions, enabling
them to connect directly with the
UPI platform in India for instant
settlement of inward remittances.

Itis likely that India’s Central

Bank Digital Currency (CBDC), the
Digital Rupee, currently in a pilot
testing stage, will find its greatest
practical utility in cross-border
ecosystems, because this market

is filled with inefficiency: there are
capital controls, India’s is not a fully
convertible currency, transfers are
inefficient and settlement is slow.

For this to happen, there will need to
be a more standardized framework

globally for the settlement of CBDC
transactions. But the Reserve Bank
of India’s Payments Vision 2025, an
important roadmap to the future,
has a clearly stated priority to bring
efficiencies in payment processing
and settlement to CBDCs both
domestically and cross-border. So it
would appear to be only a question
of time.

Domestic stitching
of solutions
Domestically, an opportunity for

banks such as Citi can be found in
stitching together the many payment

solutions in the country in a way that
is more efficient for customers by
bringing multiple APls and payment
systems together. This could help
customers receive instantaneous
refunds on returned orders, or
digitize cash on delivery orders via
QR based payments for e-commerce
companies. It could involve
combining multiple technologies

to tip a delivery boy bringing food

to the customer’s door, or assisting
non-banking financial companies
(NBFCs) on instant account
validation and loan disbursal.

“We are co-creating new use cases
with our clients to help them collect
and pay in the most efficient manner
by leveraging payment schemes in
the country to enable our clients
to provide better services to their
customers, suppliers and vendors,”
says lyer.

The Reserve Bank of India will
continue its efforts to reduce

the amount of cash in the Indian
economy, which still accounts for
roughly 12.5% of GDP. The specific
aims of Vision 2025 include trebling
the number of digital payment
transactions in four years, driving
annualized growth of 50% in UPI
and 20% in IMPS/NEFT (instant
payment mechanisms), and
reducing cash in circulation.

The specific aims of
Vision 2025 include
trebling the number

of digital payment
transactions in
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Two initiatives

The Open Credit Enablement Network (OECN)

is a decentralized repository through which banks, non-banks and fintechs can connect and

share borrower-related information, with their consent, to make better lending decisions. OCEN
has codified the flow of credit between borrowers, lenders, and credit distributors under a
common set of standards. This speaks to an increasing trend: the linking of credit mechanisms to
payment mechanisms, which will make it easier for lending decisions to be made promptly using
the same digital channels through which payments are directed today.

The Open Network for Digital Commerce (ONDC)

is a government-led initiative aimed at promoting open networks for all aspects of exchange of

goods and services over digital or electronic networks to achieve interoperability and unbundling
of services. ONDC is a communication protocol that allows buyer network participants and seller
network participants to interact with each other.

Planned as a pan-Indian initiative it is currently being piloted in over 270 cities in India, and aims
to increase India’s e-commerce penetration to 25% in the next five years from the current level
of 7.8% by allowing small retailers and storekeepers access to vastly improved markets through a

low-fee and open platform.

“ONDC will be the next big frontier for change in this country,” says lyer. “It is revolutionizing
e-commerce by encouraging competition and innovation. | don’t think an experiment like this has

been done anywhere in the world.”

These two platforms illustrate trends that will continue to define payments and treasury trends in India in the

years ahead: expanding payments infrastructure into lending, and marketplaces which cut out intermediaries and
empower e-commerce suppliers. They are examples of the innovation afforded by India’s great investment in digital
infrastructure. India is leading the way in the development and evolution of Open Digital Ecosystems (ODEs), fostering

innovation and growth at an unprecedented pace.
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IRS Circular 230 Disclosure: Citigroup Inc. and its affiliates do not provide tax or legal advice. Any discussion
of tax matters in these materials (i) is not intended or written to be used, and cannot be used or relied upon,
by you for the purpose of avoiding any tax penalties and (i) may have been written in connection with the
“promotion or marketing” of any transaction contemplated hereby (“Transaction”). Accordingly, you should
seek advice based on your particular circumstances from an independent tax advisor.

This communication is provided for informational purposes only and may not represent the views or
opinions of Citigroup Inc. or its affiliates (collectively, “Citi”), employees or officers. The information
contained herein does not constitute and shall not be construed to constitute legal, investment, tax and/
oraccounting advice by Citi. Citi makes no representation as to the accuracy, completeness or timeliness
of such information. This communication and any documents provided pursuant hereto should not

be used or relied upon by any person/entity (i) for the purpose of making regulatory decisions or (ii) to
provide regulatory advice to another person/entity based on matter(s) discussed herein. Recipients of this
communication should obtain guidance and/or advice, based on their own particular circumstances, from
their own legal, investment, tax or accounting advisor.

Any terms set forth herein are intended for discussion purposes only and are subject to the final terms as
set forth in separate definitive written agreements. This presentation is not a commitment or firm offer and
does not obligate us to enterinto such a commitment, nor are we acting as a fiduciary to you. By accepting
this presentation, subject to applicable law or regulation, you agree to keep confidential the information
contained herein and the existence of and proposed terms for any Transaction.

We are required to obtain, verify and record certain information that identifies each entity that enters into
aformal business relationship with us. We will ask for your complete name, street address, and taxpayer
ID number. We may also request corporate formation documents, or other forms of identification, to verify
information provided.

Certain Services and/or products mentioned in this communication may contain provisions that refer toa

reference or benchmark rate which may change, ceases to be published or be in customary market usage,
become unavailable, have its use restricted and/or be calculated in a different way. As a result, those
reference or benchmark rates that are the subject of such changes may cease to be appropriate for the
services and/or products mentioned in this communication. The services and/or products mentioned in this
communication reflect Citi’s service and/or product offering at the date of communication but this may be
subject to change from time to time.

We encourage you to keep up to date with the latest industry developments in relation to benchmark
transitioning and to consider its impact on your business. You should consider, and continue to keep under
review, the potential impact of benchmark transitioning on any existing services and/or product you may
have with Citi, or any new services (you avail) and/or product you enter into with Citi. Citi does not provide
advice, or recommendations on the suitability of your service and/or product choice including with respect
to any benchmark transitioning on any existing service and/or product you have with Citi. You should obtain
professional independent advice (tax, accounting, regulatory, legal, financial or otherwise) in respect of the
suitability of your service and/or products in light of benchmark transitioning as you consider necessary.

The services and/or products mentioned in this communication reflect Citi’s service and/or product offering
at the date of communication, but this may be subject to change from time to time.
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