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Introduction

Fintech

(Financial Technology)

A bank is a financial institution licensed to receive deposits and make loans
(Finance). Banks may also provide financial services, such as wealth management,
currency exchange and safe deposit boxes.(Deposit, Finance , Payments , Services)

A FinTech is a portmanteau of financial technology that describes an emerging
financial services sector in the 21st century. Originally, the term applied to
technology applied to the back-end of established consumer and trade financial
institutions. Since the end of the first decade of the 21st century, the term has
expanded to include any technological innovation in the financial sector, including
innovations in financial literacy and education, retail banking, investment and even
crypto-currencies like bitcoin. “Investopedia”




Fintech Evolution - Traditional Ecosystem

Traditional
Fintechs

Customers

Financial
Services

Fintech Startups :
1. Complementing banking services and integrate with banks (Financial aggregation , Mobile CRM,
Big data analytics / scoring,...)




Fintech Evolution - Disruptive ecosystem

Traditional
Customers

Disruptive
Fintechs

Financial
Services

Fintech Startups :

1. Complementing banking services and integrate with banks (Financial aggregation , Mobile CRM,
Big data analytics / scoring,...)

2. Disrupting Banks, mainly focus on payments and some started on lending for SME and
microfinance.




Digital banking (Fintech) history
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Digital banking (Fintech) Enablers

Smart phones iPhone moment

IR4 (Cloud,

Fintech,

Digital bank,

Mobility, Al,.. )

Financial crisis

Entrepreneurship

Economic downturn — Decreased consumer sentiment and trust coupled with job losses and salary
stagnation.




Digital banking (Fintech) history

Entrepreneurs success

' wada nt tO be an Entrepreneur stories : Facebook, Paypal,

Ali Baba,...




Digital banking technology enablers

Social

Artificial Intelligence

Biometric

loT , Cryptocurrency , DLT,..




Why Fintech ?

‘ Innovation around user experience , frictionless,...
‘\ Mobile only
‘ Focus in one or few products (not one stop shop)
:‘ Some Regulations (PSD2 , Open banking) in some regions

‘ Favoring media buzz and support after Financial crisis
{

@ Fresh outlook (No legacy)

@ Failure of banking channels strategy to meet customer demands




Digital banks / Neo Banks (Fintech)
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Fintech start with one product
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Fintech backed by major banks
offer all products




Fintech growth

2020 deal activity fell 13% YoY, but total
funding remained in line with 2019

Global VC-backed fintech financing trends, 2016 - 2020

Total Funding (SM) : -13% 14 0f Deals
k 2% i
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Source : CB insights




MENA - Demographic , Internet and mobile penetration

MENA Macro & Demographic Factors
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MENA Fintech landscape
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MENA Fintech landscape — Islamic Fintech
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Fintech growth in the Arab world

Annual FinTech additions in the Arab World*

m Active FinTechs added in previous years mFinTechs added in year
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Source : FinTech Landscaping in the Arab World




Fintech by country

Saudi Arabia,
4%

Kuwait, 4% 349 Active FinTech solutions identified

326 unique FinTech providers

UAE, 24% 44%%, of FinTechs are in the Payments & remittances category

Bahrain, 8%

18+ FinTechs established annually since 2013

« WUAE hosts the most FinTechs followed by Morocco, Egypt, Tunisia,
Lebanon, and Jordan

349

FinTech solutions
identified : 4 22 solutions are headquartered globally and operate in Arab countries
seisae L focused primarily on Payments & Remittances

« 43% of solutions have a Financial Inclusion potential — 149 identified

active financially inclusive FinTech solutions

Egypt, 12%

Tunisia, 10%

Note: FinTechs with financial inclusion were determined based on:
i Having a clear and explicitly stated financial inclusion mandate;

i
|
' ii. OR FinTechs which offer the same product as another company/solution with
! clear financial inclusion mandate, and as such could be viewed as a competing
H for the same customer.

ii. OR FinTechs that have had material impact on financial inclusion or provide
services similar to others that did, without an explicit financial inclusion
mandate.

e — e ————————

* Based on currently active FinTechs with available information

Source : FinTech Landscaping in the Arab World




Fintech by country (different perspective)

Percentage (%) of total FinTech startups by country, 2018

[+)
9%
Lebanon
Tunisia
Palestine
@
Bahrain

17%

Egypt

UAE

Source: MAGNITT directories

31 0 The number of active FinTech startups in the MENA region

39% The CAGR in FinTech startups across the MENA region from pre-2013 to 2018

15" The UAE ranks first by total number of FinTech startups in MENA

Source : Magnitt




Fintech and Regulatory in MENA

Current Regulatory Coverage for Select Countries and Technologies

Payment Services/ Cryptocurrency e Sandbox/Regulatory

Country/ Cit
APy ity Mobile Wallets Trading/ICOs Testing License

Main regulator(s)

Yes ADGM FSRA, DFSA, (CBUAE), (SCA)
’ Bahrain Yes Central Bank of Bahrain (CBB)
@ KSA Yes SAMA
c Kuwait . Yes Central Bank of Kuwait (CBK)
c Jordan . Yes Central Bank of Jordan (CBJ)
: Egypt . Yes Central Bank of Egypt (CBE)
Current Regulatory Environment: ADGM Abu Dhabi Global Market's
. Regulation Implemented FSRA: Financial Services Regulatory Authority

DFSA: Dubai Financial Services Authority

CBUAE: Central Bank of the United Arab Emirates
SCA: UAE Securities and Commaodities Authority
No specific regime now or anticipated in the near future SAMA: Saudi Arabian Monetary Authority

Regulation planned

No specific regulations, but conducted under regulatory supervision




Product category

boguc

Payments and Remittances 44
Back- and Middle-office solutions 17
Wealth Management & Investments 11
Lending and Finance 9
Regtech & Compliance 6
Others 13

Source : FinTech Landscaping in the Arab World




Customer Segment

boguc

Business to Consumer (B2C) 64
Business to Business (B2B) 25
Business to Business to Consumer (B2B2C) 11

Source : FinTech Landscaping in the Arab World




Africa landscape

Where Africa’'s Startup Activity
Is Concentrated

Top countries for VC investment in Africa in 2020
(in Mmillion U.S. dollars)

‘
@ Morocco - Egypt
$11.2m $269 OoOm
& Rwanda
$11.6Mm
&= Uganda
& Ghana $11.3m
$111.0m
@ Kenya
¢ D Nigeria b
$307.0m AT

S= South Africa
$259.0m
Source: Partech Analysis via AfricArena

OO statista Zs




Future outlook

J Buy now pay later (BNPL) , Marriage between E Commerce and Fintech

Buy now pay later startups @%

Legend: & Company 4 Stage / money raised
Q@ UAE

Tabby Postpay Spotii

Series A/$32M Pre-Series As £ spotii Seed/$500K
$5.5M
Cashew Rise
cashbew rise

Shahry ~ Valu Tamara

¥4 Shahry Pre-Seed/ VC?L@_—'Q Pre-Seed/$8M
$650K R
J— Aramex ZoodPay & Qesma
@ SMART S B g Pre-Seed
Q MoA

+wamda




Future outlook

(1 Open Banking : A term used to describe the process of banks and other financial institutions
opening data for regulated providers to access, use and share, Mainly for third parties like Fintechs to
access customer data at incumbent after customer consent, started in UK and Europe in 2018 and
being adopted globally, Initially focused on payments and account aggregations.

Bahrain launched regulations in 2020

KSA launched open banking roadmap in 2021

AMF launched open banking guidelines for the Arab world 2021

ADGM launched third part guidelines in 2021

UAE CB expected to set regulations soon

Egypt showed intention on regulations and launched non finance regulations in 20201
Kenya, Nigeria and South Africa launching guidelines

pcooooon

FinTech




Future outlook

(J Open Banking

The world of open banking

Ukraine
Draft payment services
law. November 2020

o VF

Turkey

PSD2 implemented

The BRSA published

Hong Kong
Hong Kong Monetary

September 2019 IFe Baing Rogufi. Authority (HKMA) issued
its Open AP| Framework.
July 2018
Georgia

National Bank of

Georgia establishing South Korea

UK 2y

, framework. 2021 FSC launched Open Banking Japan
September 2019. Plans to revise 0 banki
Canada a3 OBIE 2018 Israel Electronic Financial Transactions Act pen oapuing

regime June 2018.
APls Sept. 2020

Has started second phase of
its “consumer-directed
finance” consultation.

The BOI released a draft of
the “Proper Conduct of
Banking Business Directive”.

Jan 2020 Taiwan
USA Taiwan's FSC has granted 7
" banks approval to enter second
CFPB principles UST -
report. 2019 Bahrain phase of Open Banking. Jan 2021
CBB launches Open *
Banking Framework. Philippines
Mexico Oct 2020 Saudi Arabia FMAP hosted first Open Banking
National Banking and Saudi Central Bank (SAMA) issued event September 2020
Securities Commission (CNBV) Nigeria policy. Jan 21
Expected to publish transactional . Central Bank of Nigeria . Malaysia
data rules during 2021 °°'°"_‘b"" ) Issued regulatos . Singapore Regulatory framework Izein
Developing their own open egl y E— 9 ry g

MAS launched the Financial

framework. Feb 2021 established. 2020
Kenya N Data Exchange (SGFinDex),
Dec 20:

banking model and
implementing regulation.

Central Bank of Kenya 20
Feb 2021 5 year digitalisation plan. R
Jan 2021 N
Brazil
Brazilian Open Banking
project approved by the - A
- ’ Central Bank in early 2019 South Africa Indl_a Australia
Chile (POPI) Act 1t July 2020. Hybrid marketregulatory v Data sharing
The finance ministry began Guidelines on disclosure driven. UPI intiative by mandatory
work on a new open banking and processing of ) Banks driving the ecosystem. 1st July 2020
legal framework. Nov 2020 personal information h Nov 2020
Key T
Market Driven -

I Regulatory Driven Konsentus




Future outlook

(J Open Banking leading to Open Finance

Open Finance : Extending open banking into the
whole financial services needs of consumer such as
pension, insurance and wealth management, this
would lead into Embedded Finance

Asset
management Healtheare Embedded Finance : The use of financial tools or
services — such as lending or payment processing —
by a non-financial provider

Open
finance data

Source : Forrester
Open Finance Will Reshape The Relationship Between Banks
And Their Customers




Future outlook

 Artificial Inelegance , Big Data and Advanced analytics Fintechs (Data is

the future oil)
" Focus on product offerings more than risk & compliance

(JSME Finance - Supply chain Finance




Challenges for Fintechs

Regulations

Scalability

Consumer acquisition and confidence

Narrow focus on consumer demands




The way forward for Fintechs

with Move to more Move from
incumbent (Back products offering consumers only to

office vs customer (consolidation Business and and
interface) between Fintechs) SME




Conclusion

“If you want to go fast, go alone. If
you want to go far, go together.”
—African Proverb




Q&A
Thank you

mr@fintechbazaar.com

m Linkedin.com/in/mroushdy
www.linkedin.com/company/fintechbazaar
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