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INTRODUCTION

The future of fintech is collaborative.
And everyone's invited

Some of the best innovations
come from recognizing pain
points and having the resolve
to alleviate them. The scope of
fintech became visible over a
decade ago, when the success
of mobile money brought into
sharp focus the potential
inherent in the combination of
finance and technology — with
innovation and empathy.

The system was simple, scalable,
accessible, and made possible

by unlikely partnerships. It
enabled real-time transactions,
converting cash into electronic
value and vice versa, and brought
millions of unbanked individuals
into the financial mainstream,
switching on all the benefits that
a digital economy brings with

it, including financial mobility,
planning, and access.

This triumph of inclusion fired
our collective imagination as a
heartening cross-sector success
story. Fintech transforms the
ecosystem in which it operates.
The ability to make and accept
digital payments can help a
micro, small, or medium-sized
enterprise (MSME) to scale

and source from a variety of
markets. Planning their financial
future can put young people in
control of their financial lives and
power better decisions. Access
to reliable, regulated, and safe

blockchain transactions can
make cross-border commerce
more accessible. When fintech
companies have access to the
technology they need to reach
scale and democratize finances,
it leads to collective benefits for
the community.

This diversity of sectors that
fintech covers is represented

in companies that have now
become a part of Mastercard's
suite, from cryptocurrency and
open banking to data intelligence
and identity solutions.

With agility at the heart of
solutions, fintech companies
partner with others so they

can play to their strengths
while relying on others to do
what they are good at, thereby
rounding out an innovative
solution. These fintech solutions
are made possible on the

back of robust technologies,
payment rails, security systems,
and compliance frameworks,
because everyone brings their
best work to the table.

At Mastercard, we are
committed to help fuel fintech
acceleration by offering access
to our expertise, network, and
technology. Fintech companies
harness our strengths, be it a
portfolio of technology solutions,
APls, developer tools, partner

The themes that emerge out of the future of fintech
- which begins now! - are solutions that are
digital-first, user-centric, and collaborative
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network, startup programs,

and a community experience

for every fintech company and
payments developer, helping turn
their bold ideas into reality.

The themes that emerge out

of the future of fintech — which
begins now! — are solutions that
are digital-first, user-centric,
and collaborative. Whether it

is in introducing banking as a
service, or working on super-
apps, the user experience

is intuitive, seamless, and
immediate — the consumer of
today won't accept any less.
Technology, then, is not to dazzle,
but to solve real-life problems.

In the fintech ecosystems of the
Middle East and Turkey, there is
as much localization as there is
room for pan-regional or global
solutions. The inherent variance
in factors such as smartphone
penetration, financial

inclusion, and digital payments
acceptance, has resulted in
solutions that are clearly not
one-size-fits-all.

For fintech companies to
succeed, partnerships need

to transform into multilateral
collaborations to innovate,
facilitate, accelerate, scale, and,
yes, regulate. All stakeholders
come together to work on
solutions that address actual
needs. Proactive regulators

are working together to create
pan-regional frameworks, which
protect the consumer while
developing an ecosystem in
which entrepreneurs can thrive
and succeed.
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« A collaborative approach lifts all boats in the fintech
sector of the Middle East and Turkey.

« Expansion of the fintech sector and companies
relies on scaling from localized to regional and global
solutions and operations.

« Policymakers and regulators reinforce expansion by
establishing more collaborative partnerships with
other jurisdictions, enabling companies from one
country to operate seamlessly in the other.

« Partnerships with global corporations enable a fintech
company to resolve several cross-border issues related
to customer acquisition, regulation, payments, and

funding rounds.

o+ The fintech ecosystem relies on identifying and

oo connecting with the most relevant stakeholders to
oo successfully navigate local, regional, and global growth.
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Funding

« Fintech startups in MENA
recorded a 183% growth in
funding in 2021, the highest
rate over the past five years.

« Most of the fintech funding
deals (32%) and funding
capital (49%) across MENA in

2021 was focused on the UAE*.

« In Turkey, 2021 was a record

3

year for fintech deals and
funding. The highest ever
fintech round in Turkey was
closed in 2021 and one startup
announced its acquisition®.
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Size and growth

« The global fintech market is
valued at USD 112.5 billion in
the year 2021 and is projected
to reach USD 332.5 billion by
2028, a CAGR of 19.8%*.

« There are more than 470
fintech unicorns globally, with
40 of them added in Q1-20222.

+ The Middle East and North
Africa (MENA) region is
expected to have 45 fintech
unicorns by 20303,

Market dynamics

« Data analytics and artificial
intelligence are expected to be
the top technologies driving
the growth of fintech®.

« Payments and fund transfers
are expected to be the top
applications or functions
driving fintech growth®.

« Banking and insurance will
continue to lead the end-user
lists for fintech>.

Regulation

+ Regulation of the fintech
sector in the Middle East and
Turkey includes the regulation
of multiple facets, such as:
« Payments
« Remittances
« Equity crowdfunding
« E-money
« P2P lending

- The UAE (with regulations
for all 5 facets) leads in this
aspect, followed by KSA and
Bahrain, which regulate 4 out
of 5.

- Egypt and Turkey have
regulations in place for 3°.

« Qatar has soft-launched
its regulatory sandbox and
is planning to have a full
launch in the near future.
The four areas in focus are
payments, regtech, Islamic
finance, and SMEs’.


https://stv.vc/insights/en/2022/8/9/insightsen2

CHAPTER 1

State of fintech
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= The sector that set the pace: = The Middle East has seen growth
accelerated growth in global and as a fintech hub both for investors
regional fintech startup scene and tech-savvy innovators
= Enabling digital infrastructure = Stakeholders collaborate to deliver

powers growth financial services across segments




Growth in fintech unicorns over the years
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is the share of fintech in
the total technology
unicorns value in 2021

The sector that sets the pace: An overview

Combining finance and technology with innovation and creativity
has resulted in the financial technology, or fintech, sector
witnessing accelerated growth on the global and regional startup
scene in the past five years. Fintech, which the International
Monetary Fund (IMF) calls the "brave new world for the financial
sector,” comprises "products, developers, and operators of
alternative financial systems."?

A faster rate of digitization drove the adoption of neobanks and
digital payments. Cryptocurrency, non-fungible tokens (NFTs), and
blockchain-backed technologies came into the mainstream, often
backed by dynamic regulation that support the growth of more
affordable financial services.

However, much before that, financial innovation has seen many
fintech success stories across the spectrum of peer-to-peer lending,
high-frequency trading, big data, and robotics. With use cases such
as mobile money in Kenya and Ching, fintech has been a vehicle for
financial inclusion, bringing millions of previously unbanked people
into the financial mainstream, creating data footprints that can
streamline financial lives, provide access to finance, and introduce
predictability. This has remained one of the crucial factors in
regulators and central banks facilitating fintech.

Globally, fintech funding jumped to a record USD 131.5 billion in 2021.
The number of fintech unicorns reached 235 with 34 born in Q4-2021
alone. Fintech companies in 2021 represented more than 20% of total
tech unicorn value, compared to 15% a year ago. There are now more
than 470 fintech unicorns globally, with 40 of them added in Q1-202223.

On the demand side, the role of micro, small, and medium-sized
enterprises (MSMEs) has been crucial. MSMEs use fintech and
e-commerce solutions to scale, source, and reach. The growth in
alternative payment rails and emerging platforms are shaping the
commercial landscape.
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https://startupgenome.com/report/gser-fintechedition

30

the CAGR at which the
fintech sector is growing in
Middle East and Turkey

Buoyed by demand, fintech has seen products based on multi-
faceted innovation in emerging and mature economies. Providing
scalable financial services using the internet, blockchain, and
algorithms, fintech companies have widened the reach of the
financial services offered by traditional banks, including loans,
payments, investments, and wealth management. Data shows
that the number of global fintech unicorns was 6.5% more in 2021,
compared to 2020. Globally, USD 287 billion was collectively raised
across 534 fintech exits in 2021,

In the wider Middle East and North Africa region, fintech startups
recorded a 183% year-on-year growth in funding in 2021 - the
highest yearly growth rate over the past five years. UAE emerges as
the center of fintech activity accounting for 32% of deals and 49% of
funding in the region. The year 2021 proved to be a landmark one for
Turkey as well, which saw the highest-ever funding round®.

The fintech sector in the Middle East and Turkey is growing rapidly
with a compounded annual growth rate (CAGR) of 30%. By 2022,
it is forecast that 465+ fintech companies from sub-segments
including remittances, payments, open banking, regtech and
compliance, smart lending, insurtech, blockchain, and cybersecurity
solutions for the financial industry (such as anti-money-laundering,
anti-fraud, identity theft, identity management, and others) will
raise over USD 2 billion in venture capital funding®.

Since 2017, when only 30 regional fintechs raised less than USD 80
million, the Middle East has seen significant growth as a fintech hub
both for investors and tech-savvy innovators®.

Fintech funding in Middle East and Turkey, 2021 (growth over previous year)

+108%

+1294%
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5-year funding evolution in Middle East and Turkey
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of transaction volume is
expected to comprise non-cash
payments in the UAE by 2023

With almost half of the 400 million people in the region under the age
of 25, the push for digital-first solutions across sectors like payments,
banking, and lending will continue to surge®.

The infrastructural advantage

Within an enabling fintech infrastructure, the ecosystem thrives.
Regulatory sandboxes that power innovation provide a playing field
for emerging fintech talent. Widespread use of broadband and
smartphone penetration enables digital fintech services. In the UAE
alone, non-cash payments are estimated to grow to comprise 73%
of transaction volume by 2023, compared to 39% in 2018, across all
payment types including B2B, B2C, and B2G, among others’.

Countries in the Middle East and Turkey have some of the best

ICT infrastructure, which paves the way for fintech solutions. The
percentage of individuals using the internet ranges from 57.3% in
Egypt?® to 78% in Turkey, 94% in KSA, 95% in the UAE, and 97% in
Qatar?. A significant number of people already use digital finance to
make or receive payments - ranging from 23% in Egypt to 61% in
KSA, 63.8% in Turkey, and 84% in the UAE”".

Within the region, GCC countries are driving fintech adoption due to a
combination of factors, including digital banking readiness, availability
of financial capital, and proactive regulators. Availability of human
capital is also crucial, with locations such as Dubai and Abu Dhabi
proving to be talent magnets within the region.

Supportive policy

Policymakers globally have included fintech into their plans for
economic growth and inclusion, particularly during the COVID-19
pandemic. Regulators have been tasked with ensuring that business
frameworks and licensing support the safe use of innovative
technologies, while minimizing risk.
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https://magnitt.com/research/fintech-2022-venture-report-50806

Source: Global New Payments Index, EEMEA Mastercard, May 2022
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Increased use of payment methods in the last 12 months
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The IMF has noted that regulators across countries have recognized
the need to adapt their approaches to strike the right balance
between enabling financial innovation and addressing the challenges
and risks to financial integrity, consumer protection, and financial
stability. The way forward includes international agreements on
data privacy, cybersecurity, digital identification, cross-border digital
currencies, and the regulation of big tech®.
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https://newsroom.mastercard.com/mea/press-releases/mastercard-new-payments-index-consumer-appetite-in-middle-east-and-north-africa-for-digital-payments-takes-off/

A favorable macroeconomic
context, particularly in the
GCC, has ensured relatively
easier access to capital,
including increased venture
capital funding

Regulators in the Middle East and Turkey have identified the beneficial
role played by fintech, with research showing they consider fintech

to be supportive in market development. Many jurisdictions have
introduced new measures relating to Know Your Customer (KYC), Anti
Money Laundering (AML), and digital identity during the pandemic
period. Payments, e-money, international remittances, P2P lending,
and crowd-funding all find a place in the regulatory infrastructure®®.

Private sector efforts, whether by global companies or by regional
players, play a crucial role in filling gaps in the fintech ecosystem.
Unlike, say, the US or European markets, which are characterized by
uniformity, the Middle East is not unified in regulatory terms, which
poses challenges in scaling. However, there are efforts in play to
develop unified regulatory regimes in the region.

The favorable macroeconomic context, particularly in the GCC, has
ensured relatively easier access to capital, including increased venture
capital (VC) funding®2.

A collaborative value chain

The fintech ecosystem, simply put, is the value chain of stakeholders
that collaborate towards a common goal of innovation and
adoption of new technologies to deliver financial services. These
include governments, regulators, financial institutions, payment and
technology companies, funders, and entrepreneurs.

A collaborative approach enables fintech companies to partner with
other stakeholders, with the aim of scaling, standardization, and
increasing market share via access to a wider customer base and
partner network.
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INTERVIEW | Navneet Dave

Managing Director, Network International

"Closer engagement between
regulators and fintech firms
can result in a more nurturing
environment for fintech”

Network International is a payment
solutions provider in the Middle East
and Africa (MEA). It has enabled
over 200 financial institutions to
deliver payment services to 16
million card holding consumers and
serving over 150,000 merchants. In
2019, Network listed on the London
Stock Exchange.

Headquartered in the UAE, Network
has operational centers and offices
in Egypt, South Africa, Nigeria,
Ghana, Kenya, Jordan, and Saudi
Arabia. It operates in 50 countries
across the MEA region.

Which trends are playing into the
regional and global fintech sector?

Among the main influencers

are human capital, regulation,
financial capital, infrastructure,

and demand. The Arabian Gulf
countries have made great strides
in nurturing fintech adoption thanks
to a growing preference for digital
banking, the availability of funding,
and more regulatory focus on
supporting the sector.

Other countries in the region face
significant challenges in terms

of capital, infrastructure, and
regulation although there are
pockets of growth in digital adoption
that will hopefully gain momentum.

What factors have played a role in
the growth of your company?

| would say the faster shift towards
digital payments in markets where
cash remains dominant, the rapid
expansion of e-commerce, and the
fast growth in alternative payments
have influenced our growth.

In response, we've been
strengthening our services and
products to facilitate the digital
payments experience — expanding
our online payment services,
including faster onboarding for
customers, and introducing new

types of payment acceptance such
as mobile money wallets and Buy
Now Pay Later.

Looking ahead, we intend to deliver
on the areas where the MEA
financial industry needs help the
most, such as simpler, faster, and
broader financial services as well as
secure and trackable transactions.

How is regulation responding to the
growth of fintech?

In the UAE, where we have our HQ,
fintech businesses are required

to have a local presence and be
licensed to serve UAE customers.
Supportive governmental policies
are in place, complemented by
attractive programs — both onshore
and in free zones - to sustain the
country's fintech leadership in the
Middle East.

On a MENA scale, the pandemic
has influenced the acknowledgment
of fintech's important role in
supporting competitiveness, market
development, financial inclusion,
and the adoption of digital financial
services among regulators. MENA
regulators are actually more
supportive of fintech than their
global counterparts, particularly

in terms of competition and

market development.

What is your wish-list for
regulation?

Let's agree that fintech companies
digitize economies, add to tax
reporting, solve for customer
convenience, and create growth

in employment and GDP. So, |

would assume that a progressive
government would create the right
balance and the right incentives

for the fintech sector to grow. This
could include forums to discuss
ideas, promote investment in the
sector, and adopt fintech solutions in
government. Reforms that facilitate
the business model of fintech
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companies — such as having a KYC
database, ensuring that the source
of funds is secure, implementing
cybersecurity protocols, etc. - would
also support growth in the sector.

The dream would be for closer
engagement between regulators
and fintech firms, which results in

a more nurturing environment for
growth of the fintech sector. I'd

like to see smoother approval
processes and faster go-to-market
for fintech companies that can really
make a difference on the overall
payments landscape.

Do fintechs in your region benefit
from partnerships with global
companies like Mastercard?

Behind every successful fintech is

a story of picking the right market
partner. Over the years, fintech
companies from across

the world have counted on
companies like Mastercard and
Network International to help them
make an impact when entering this
dynamic region.

We are happy to share our years

of on-ground payment, legal, and
regulatory expertise to help our
fintech partners overcome any
complicated barriers to entry,
enabling them to focus on what they
do best — innovating for customers.

Mastercard and Network share the
same vision, which is to digitize the
economy. Mastercard provides a
set of comprehensive regulation,
product capability, governance, and
interconnectivity capability. This
complements our skill set and helps
us accelerate.



CHAPTER 2

Market dynamics

= Young, tech-savvy, informed

consumers drive the demand for

fintech products and services

= The pace of technological growth
fuels customer aspirations and
drives fintech development

= Fintech activity takes a different
iteration depending on the
catchment being served

= Research shows that the market
may show readiness for and even
demand super-apps
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consumers say they would avoid
businesses that do not accept
electronic payments of any kind

Consumer expectation drives innovation and partnerships
Young, technologically savvy, and informed consumers drive the trend
for fintech products and services across the Middle East and Turkey.
The metaverse, artificial intelligence (Al), 5G, and data analytics

are making possible hyper-personalized experiences for consumers,
which in turn fuel the demand for a 24/7 digital experience. Real-time
payments and a variety of digital channels across domestic and cross-
border transactions are widely available.

Post-2020, access to entrepreneurial fintech apps, portals, and
streamlined websites have enabled numerous consumers to optimize
their financial health using just their smartphone. Mastercard
research has shown that once they adopt digital tools for any reason,
consumers continue to use them. Mastercard’'s Economic Outlook
2022 estimates that 20% of the digital shift in the retail space will
continuel. Recent studies also show that 61% of Middle East and
North Africa (MENA) consumers say they would avoid businesses that
do not accept electronic payments of any kind?.

While financial inclusion remains a crucial goal, many fintech startups
are focusing on pain points that they can identify and empathize with,
leading to a diverse pool of entrepreneurial opportunity.

Fintech activity takes a different iteration depending on the
catchment being served.

Fintech hubs have spread in the Middle East and North Africa

Fintech Tunisia

* Launch: 2021

* Incubator/accelerator
* Training

* Funding

Fintech Egypt
* Launch: 2022

Intersect Innovation Hub
* Launch: 2019

12

Bahrain Fintech Bay

* Launch: 2017

* Incubator/accelerator
* Mentorship

* Training

* Funding
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* Events * Funding
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Qatar Fintech Hub
* Launch: 2020

* Mentorship

* Training

* Events

* Funding

Fintech Saudi

* Launch: 2018

* Incubator/accelerator
* Training

* Events

* Funding

Jordan Fintech Bay
* Launch: 2019

* Co-workspace

* Training

* Events

* Funding

DIFC Fintech Hive

* Launch: 2017

* Incubator/accelerator
* Mentorship

+ Co-workspace

* Training

* Events

* Funding

ADGM Fintech Prog.

* Launch: 2019

* Incubator/accelerator
* Training

* Events

* Funding

s Strategy&

ch in the Middle East, PWC's

Source: Finte.


https://www.strategyand.pwc.com/m1/en/strategic-foresight/sector-strategies/financial-services/fintech-in-the-middle-east/fintech-middle-east.pdf

Source: Global New Payments Index, EEMEA Mastercard, May 2022

Consumers turn to fintech for everyday finance needs

86%

76%

/5%

010/0

use digital tools
for at least one
financial task

know at least a
little about open
banking

have connected
their accounts for
banking activities

see making a
5 70/ payment as the
o most beneficial

use case

&

connect their bank

o account to other
74 AD platforms to pay
bills

know at least a

little about A2A
o (when payments
O 9 1 /O go from
/ consumer's bank
O to the merchants)

would like to be able to make
purchases and pay bills

direct from their bank account
to merchants / utility 68%
providers without inputting card
details or writing a cheque

are comfortable
paying directly
from bank account

GO

In Egypt, for instance, Kashat, launched in 2020, functions as an entry
point to financial inclusion by enabling the unbanked and underbanked
to create and cultivate a financial identity. Smartphone users can
apply for small, short-term productive loans instantly from the mobile
application licensed by the regulatory authority?.

In December 2021, Kashat doubled its serviceable market to 67 million
Egyptians, after expanding its operations to cover 14 governorates.
Its agreement with Mastercard, in February 2022, will digitize the
onboarding, disbursement, and collection processes for MENA's first
nano financial service provider. Kashat will be able to issue prepaid
cards to users so they can withdraw money and repay their loans using
Mastercard's technology and payment rails3.

In the UAE, where C2G payments have been one of the first to be
digitized, Nogodi champions the cashless economy initiative. The
company announced a partnership with Mastercard in September
2022, which will enable its digital omni-channel payments, including
Tap on Phone, to be powered by Mastercard Payment Gateway
Services (MPGS)~.
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s 360

the potential market for
blockchain by 2028 based on
applications in the payments,
clearing and settlement, and
identity management fields

In KSA, HyperPay, which is connected to the largest network of
banks across the MENA region, is instrumental in enabling internet
businesses to accept and manage payments online®.

Papara, based in Turkey, began in 2016 by making domestic money
transfers more accessible. It describes itself as "not a bank,” which
enables 24/7 money transfers, bill payments, and instant cashback.
For merchants, it packs in the ability to send commissions and rewards
to both banked and unbanked partners, based on phone number,
e-mail address, or ID numbers®.

The fintech ecosystem essentially works collaboratively, with
companies integrating other specialists into their offering to ensure
that solutions serve specific needs. Checkout.com, for instance, serves
as a gateway, processor, acquirer, and fraud manager through a single
APl integration. It powers additional payment options, increased
acceptance rates, and quicker settlement of funds. The modular
payments platform enables businesses to better integrate with
payment solutions’.

Fintech influences its ecosystem

1. Tech-led: Technology used to play a secondary role in product
development. Today, technology drives product development. For
instance, blockchain, which was jokingly referred to as a "solution
looking for a problem,"® is estimated to reach USD 36.04 billion
by 2028, at a CAGR of 59.9% between 2021 and 2028 based on
potential applications in the payments, clearing and settlement,
and identity management fields’.

2. User-led: User experience at every level, right from imagining
products and services, is at the core of fintech. It drives and is, in
turn, driven by customer expectation for the solution to be at their
fingertips, immediately and effortlessly.

ZANY
AN
QL Y

Q

The enablers of fintech
These solution providers build
connectivity and infrastructure
for end-user fintech companies.

End-user targeted fintech
B2B or B2C fintech companies
that embed financial

services.

These include:
Data aggregators
Baa$S providers
Issuer processors
Systems integrators
Credit scoring providers
Digital onboarding providers
Loyalty providers

These include:
Challenger banks
Digital wallets
Super-apps
- Alternative lenders
Wealth management apps
Crypto wallets
Brokerages
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Subsectors within the fintech spectrum

Payment Service Provider / Gateway: Fintech companies, such as payment
aggregators that enable merchants to accept payments from a variety of methods,
with the ability to hold funds during the settlement process.

E-wallet provider: Fintech companies, including licensed e-money issuers, that accept
and return currency to account holders. E-money issuers allow for the payment
execution and transfer of funds for Person-to-Person, Person-to-Merchant, and Bill Pay.

Fintech enabler: Intermediaries that provide financial products and services to
downstream fintech companies, banks, and merchants to serve their end-users. These
include technology providers, payment facilitators, card issuance processors, and
digital wallet facilitators, among others.

Paytech provider: Fintech companies that offer either single or multiple services to
customers — remittances, B2C offerings, value-added services, and crypto exchange
houses, among others.

Digital banks: Operate exclusively online without traditional physical branch networks.

The focus on fintech activity
is likely to transform
emerging markets that
remain underserved

3. Banking as a service (BaaS): The dual role played by technology and
consumer expectation leads to embedded services, where banks
and non-banks work together towards a commmon cause, offering
products and services as part of an experience.

4. Regulator-led: As financial innovation results in new products
being delivered by non-regulated entities, regulatory awareness
and intervention are expected to increase, with a focus on
accountability and dispute resolution for consumer protection®.

5. Deals and unicorns: The focus on fintech activity is likely to
transform emerging markets that remain underserved. This brings
into focus geographies such as Africa, Southeast Asia, Latin
America, and the Middle East™.

6. Super-apps: Research shows that the market may show readiness
for and even demand super-apps. Consumers who already use a
variety of apps for everything from ride hailing to e-commerce,
money transfers, and education, would accept a proposition that
goes even further: super-apps that combine many functions in a
single application!?.
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INTERVIEW | Nadeem Ladki

Executive Director — Business Development and Strategic Partnerships, Binance

"A cross-regional borderless
experience would be a very
unique proposition”

Binance is a blockchain ecosystem
and cryptocurrency infrastructure
provider with a financial product
suite that includes the largest digital
asset exchange by trading volume.

It features a portfolio of crypto
products and offerings, including
crypto trading, education, research,
decentralization and infrastructure
solutions, and more.

Binance has seen a surge in user
growth with a 49% year-to-date
increase in users in the MENA region
in 2022. The company recently
obtained a Minimal Viable Product
(MVP) license from Dubai's Virtual
Asset Regulatory Authority (VARA),
which allows it to offer a range

of approved virtual asset related
services to qualified retail and
institutional investors in Dubai.

Which trends are playing into the
regional and global fintech sector?

In the MENA region, three things

are driving fintech adoption and
growth: innovative and forward-
thinking regulation; strong expansion
in user demand; and acquisition of
the right talent and knowledge. The
regulators in the region provide not
just clarity but also a safe space

and infrastructure to test and grow
fintech businesses.

At the same time, you are witnessing
strong growth in demand from an
affluent generation that wants

to use technology to enable and
improve the way they do business.
This encompasses everything from
digital banking to payments and
remittances, and of course virtual
assets and crypto. Most of the
countries in the region are extremely
welcoming of global talent, which
bring a lot of ideas and knowledge.

How important are collaborations
and partnerships in this?

Everyone is a stakeholder, right?
At the end of the day, thisis a
community-driven business, which
| think is quite exciting. Regulators

play a key part in that; they enable
us to do the business we do in a
safe and regulated environment
and provide protection to our users.
Businesses are clear partners —
these could be anywhere from
corporates to financial institutions
— because we are building with and
for them. We also listen to our users
and communities, and take their
advice. We do what we do best and
we let our partners do what they
do best. We are not a payment
scheme. We are not a bank. We
are not a traditional financial
institution. Letting our partners

do their jobs lets us really focus on
our business — which is blockchain
infrastructure and crypto
exchange. We work very closely
with partners like Mastercard,
financial institutions, and payment
companies to develop products
that our market needs.

What type of fintech needs define
the demand in this region?

| think remittances are an interesting
example, because this is one of the
biggest corridors of sending money
back to Asia and Southeast Asia.
Crypto and blockchain can lower
costs and enhance the reliability,
speed, and efficiency of a remittance
business. That is a good example of
how fintech will evolve, because you
are going to see technology lower
barriers. A lot of people in the region
have invested in crypto and they are
looking for ways to use their crypto.
Being able to offer them day-to-day
usage and utility is critical in helping
them unlock the value and the
potential of what they have.

How robust is the seed and venture
funding ecosystem for fintech?

Some countries like the UAE

have done a good job in building
innovation hubs - like the ones at
the Dubai International Financial
Center and the Abu Dhabi Global
Market. These accelerators have
helped attract new companies. We,
for example, have Binance Labs. All
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of these have enabled the platform
to create VC and seed companies.
That said, | still think there is a long
way to go. It is great to attract
talent and bring companies, but
it's really the longevity of those
companies that is relevant. There
is some catching up to do to more
mature places like Europe and US.

How mature is the regulatory
environment?

The MENA region can try to think
about how to encourage businesses
that do start here to have a global
focus, not just regional or country
specific. The regulators would play
a key role here, talk to each other
and create a wider ecosystem. If
you have some kind of a cross-
MENA collaboration with borderless
experiences, that would be a very
unique proposition. Something on
the lines of the EU experience.

The UAE is again ahead. For
example, the Virtual Assets
Regulatory Authority is custom-built
for virtual assets. This is an example
of innovative and forward-thinking
regulation. ADGM too has specific
crypto framework regulations.

What would you say are the top
challenges to growth?

Challenge number one is speed.

The speed at which our industry
evolves does not always match

the speed at which regulators and
other companies evolve. The second
is education, because this is a new
space. We have set up the Binance
Academy, where we provide free
education. The more you understand
about this space, the more you know
how to protect yourself.



INTERVIEW | Nuha Hashem and Alok Kumar

Co-Founders, Zywa

"A MENA-wide open regulatory

sandbox can expand the market

Zywa is the first banking platform
tailored for Gen Z in the MENA
region. It is inspired by the founders'
experiences in the Gulf region, where
they primarily used cash or their
parents' cards to make payments.
They are solving the problem of more
than 100 million teenagers in the
region who are forced to use cash,
by providing a gamified commmunity-
based app and card to make it
possible for Gen Z to receive money,
manage it, and make payments.

Zywa is the winner of Mastercard's
inaugural 'Collaborate to Innovate
Challenge’, designed for fintech
startups across the EEMEA region
that aims to spark new ideas,
encourage thought-provoking
dialogues, address market gaps,
and inspire promising business
talent to dream, create, and deliver
extraordinary outcomes.

Which trends are playing into the
regional and global fintech sector?

Fintech-friendly regulation, access
to capital, and ecosystem support
networks are the three factors
that are fostering homegrown
entrepreneurship in the region and
attracting global players.

What factors have played a role in
the growth of your company?

The three factors that have
contributed to Zywa's growth are:

1. Access to global and local
strategic capital: We are very
fortunate to be backed by
prestigious VCs, even prior to launch.

2. Increased partnership
opportunities: The regulated entities
that can enable fintech growth

in the region have opened up to
partnering with fintechs, something
that was rare prior to 2020. They
have recognized the revenue
opportunities as well as access to
strategic segments that can be
tapped through these collaborations.
We have secured BIN sponsorship,
payment processor partnership,

as well as scheme support from
Mastercard due to this very reason.

3. More fintech-friendly regulations
in the region: Regulators in the
region are incentivizing the adoption
of fintech (open banking, Baas,
payments, lending, among others)
which helps fintech companies

to launch and scale with minimal
timelines and capital requirements.

What are the main sources of
fintech demand in your region?

When it comes to consumer fintech,
there are a lot of gaps in payment
services, which the existing service
providers are not addressing well
compared to similar economies
globally. Gen Z is a very unique
generation and they have different
needs when it comes to banking.
They're a digital-first generation
who are fluent with social media, so
they need someone who is able to
speak their language to be able not
only to acquire them as customers,
but also to retain them as loyal
users. This is where digital-only
banks that are niche-focused can
add value and disrupt this space. At
Zywa, this is exactly what we are
focusing on — we are Gen Z building
for Gen Z, and our vision is to grow
our product as they grow, to be the
only financial services platform they
will ever need.

How robust is the seed and venture
funding ecosystem for fintech?

It's booming. Fintech ranks in the top
three industries by both funding and
deals across the Middle East, Africa,
and Pakistan. Fintech accounted
for 21% of all VC deals and 31% of
startup capital deployed in 2021.
There is local and global appetite
for the sector in the region. Zywa
was able to attract top-tier VCs
globally such as Goodwater Capital,
and locally such as the Dubai Future
District Fund at a very early stage.

How is regulation responding to the
growth of fintech?

UAE, Egypt, and KSA have
frameworks in place to support
various fintech services and products
on an aggregate basis. The Central
Bank of the UAE is continuing to
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prepare the country for digital
payments with regulation that
licenses retail payment services.
Egypt has also made great strides
in enabling fintech by having
regulations for them (including robo-
advisory, nano-finance, insurtech,
and consumer finance, among
others). Saudi regulators are also
making great leaps in alignment
with Saudi's Vision 2030; taking
fintech-friendly approaches and
bringing more fintech firms into
the market. The region is still in the
early phases, where the regulators
are collaborating with fintech
companies to develop solutions.

What's your wish-list from
governments and regulators?

As a startup, two critical things

are: go-to-market timeline and
capital requirements. Regulators
need to understand fintech,
incentivize sandboxes or similar
approaches to enable fintechs to
test their product at a faster rate
(in a controlled environment), and
have lower capital requirements

so that fintech firms can allocate
more resources to serve their target
segment and grow. The MENA
region has a population of about
580 million, distributed among 20
countries, with each country having
a different regulatory approach.
This poses a threat of slowing down
growth and creating barriers to
entry for innovative technologies.
While sandboxes provide leeway
for startups to test the products

in a less regulated environment
with fewer capital requirements, it
is important that this freedom is
extended throughout the region. The
MENA region as a whole needs an
open regulatory sandbox that tests
innovation cross-border and creates
a market big enough for startups to
grow and scale.



CHAPTER 3

Regulation, private
sector participation,
and economic impact
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and minimize fragmentation transformative in fintech adoption
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consumers say faster
transactions are the biggest
benefit of using open banking

A collaborative regulatory environment supports expansion
Regulators in the Middle East and Turkey largely consider fintech as

a tool to bolster their efforts to digitize finance, thereby enhancing
financial inclusion and economic growth. However, there is disparity in
how the various jurisdictions approach financial technology regulation.
On one hand are proactive regulators who take their lead from the
government's overall technology-friendly, early-adopter approach.

On the other are regulators putting in place a framework for fintech.
Common across jurisdictions is the aim of achieving the right balance
between fostering innovation and protecting consumers.

With a proactive and supportive regulatory framework, the growth

of fintech is tied to increased entrepreneurial activity, which in turn
promotes job growth and economic expansion. In mature ecosystems,
the role of the government is limited to setting policy and regulation,
allowing the private sector to take the lead. In emerging fintech
environments, the government is likely to be involved across the entire
ecosystem via its funding of co-working hubs and accelerators or even
providing seed finance and grants. The government may also set up or
support funds to encourage investment in fintech startups?.

Some of the emerging markets of the Middle East and Turkey behave
like mature economies, allowing private sector companies to have a
large role to play in setting best practice and applying global standards.
The private sector works alongside a proactive government to ensure
that the fintech sector is sustainable and competitive. Market maturity
is often correlated with the existence of a regulatory framework. For
example, the UAE is one of the largest markets in P2P lending — worth
USD 62 million in 2020 — because it has a bespoke P2P framework?.

Top financial activities users are willing to connect to their bank account

‘75%’

Banking

Sending or paying
money

65% ’

) 74% ’ 70% ’ 66% ’ 66%

Poying Securing/refinancing BNPL Credit score
bills aloan optimization

Saving Opening new Buying/selling Traditional
more bank account crypto Investing

65% ’ 64% ’ 62% 61%
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EEMEA Mastercard, May 2022

Payments Index

Source: Global New


https://newsroom.mastercard.com/mea/press-releases/mastercard-new-payments-index-consumer-appetite-in-middle-east-and-north-africa-for-digital-payments-takes-off/

Regulatory frameworks in selected MENA jurisdictions

Payments M E-money I Remittances

UAE
DIFC
ADGM

%
/
1l

+ >~
x a Q
>~ a4
X e) =
L =

M P2P Lending M Equity crowdfunding

Payments forthcoming # E-money forthcoming % Remittances forthcoming # P2P Lending forthcoming % Equity crowdfunding forthcoming

Source: CCAF (2021) FinTech Regulation in the Middle East and North Africa, Cambridge Centre for Alternative Finance at the University of Cambridge, Judge Business School, Cambridge

s 1. 2%

is the size of KSA's pledge to
improve the digital skills of
100,000 young Saudi nationals

Achieving scale via cross-border expansion

Regional collaborations among regulators can help achieve scale and
minimize fragmentation to increase cross-border activity. Regulators
do this by recognizing other similar jurisdictions. For example, already
in 2022, the Digital Cooperation Organization (DCO) announced that
Bahrain, Nigeria, and Saudi Arabia would provide a "startup passport”
that facilitates the entry of entrepreneurs in one DCO member country
into other member countries®. Qatar has announced an initiative that
seeks to create an economic corridor including India, Kuwait, Oman,
Pakistan, and Turkey, which will develop trade finance*. Regulators also
create provisions for companies overseen by recognized regulators in,
for instance, data storage and sovereignty.

Funding is another focus area for the right fintech growth
atmosphere, along with ensuring talent. National programs in UAE
and KSA are both focused on digital skills. The KSA has pledged USD
1.2 billion to improve the digital skills of 100,000 young Saudi nationals
by 2030°, with a focus on cybersecurity, programming, artificial
intelligence, and gaming. The UAE's Coder HQ works in partnership
with more than 40 companies in the UAE and globally, and also
provides residency options that attract talent®.

During the COVID-19 pandemic, regulators across the region accelerated
regulatory innovation. Digital infrastructure was prioritized, along with
regtech solutions, which support innovation offices and regulatory
sandboxes in providing solutions uniquely suited to local needs?.

Variances in regulation

Various subsectors within the fintech space have different levels

of regulation. Globally and in the region, a vast majority of fintech
companies are involved in payments and remittance activity.
Consequently, payments enjoy a robust regulatory framework, with at
least one regulator/ agency with a mandate/ authority for payments
in each jurisdiction. A general regulatory framework, by and large,
covers digital payments as well, with licensing being mandatory before
commencing any payments activity.

20  THE FUTURE OF FINTECH - Middle East and Turkey


https://www.jbs.cam.ac.uk/faculty-research/centres/alternative-finance/publications/fintech-regulation-in-the-middle-east-and-north-africa/

/ ®) /O

customers are concerned

with security of finances and
personal identity — concerns
which can be addressed by an
effective regulatory framework

E-money is also one of the more active fintech sectors, with central
banks being charged with its regulation. In some cases, such as
Egypt, the Central Bank of Egypt (CBE) has a joint mandate with

the National Telecom Regularity Authority (NTRA) over mobile
money?. Licensing of P2P lending is primarily regulated by empowered
securities and capital markets regulators.

Overarching industry-wide regulations protect fintech companies
and consumers. For instance, data protection is at various stages of
implementation. Cybersecurity is also in focus. Examples include the
National Cybersecurity Authority of Saudi Arabia, which established
cybersecurity resources including communication channels to provide
support and guidance for business owners during the pandemic. The
UAE launched cybersecurity initiatives such as '‘Cyber C3' to provide
guidance and safeguards to help improve consumer awareness,
literacy, and access to help them combat the threat of cyberattacks?.

Open banking invites participation

Open banking, which refers to the process by which banks and other
traditional financial institutions give customers and third parties easy
digital access to their financial data, often facilitated by APIs and
communication protocols, has been a topic for discussion. It enables
third-party providers to enter and service the market. Regulators

are aware of the potential of open banking in developing innovative
solutions aimed at underserved populations.

Open banking is used by both Payment Initiation Service Providers
(PISPs), who are authorized to make payments on behalf of the
customer, and Account Information Service Providers (AISPs), who use
account information and data to personalize services or provide insights?.

Open banking frameworks govern the protocols by which information is
accessed, in line with consumer protection and cybersecurity guidelines.
The Mastercard New Payments Index 2022 shows that consumers

are using open banking for many tasks, including bill payments, loans,
Buy Now Pay Later payments, credit score optimization, remittances,
saving, trading cryptocurrency, paying off loans, and financial planning,
among other things. Over 50% consumers across the region want to link
their accounts to automate payments, because transactions are faster.
Almost 50% find it more convenient to track and manage bill payments,
transactions between accounts, and general financial management.
However, about 40% are concerned with the security of their

finances and personal identity, which is where an effective regulatory
environment comes in’.

Abu Dhabi Global Market (ADGM) has launched a framework for
open finance®. UAE regulatory authorities - Central Bank of the

UAE (CBUAE), Securities and Commodities Authority (SCA), Dubai
Financial Services Authority (DFSA) of the Dubai International
Financial Center (DIFC), and the Financial Services Regulatory
Authority (FSRA) of ADGM - jointly issued guidelines on adopting
enabling technologies in November 2021°. KSA has put in place plans
to mandate open banking and intends to roll out regulations in phases
in 2022 and 202302,
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INTERVIEW | Ngozi Megwa

Senior Vice President Digital Partners and Enablers, EEMEA, Mastercard

"It is possible to learn from
shared experiences”

Which trends are playing into the
regional and global fintech sector?

We are seeing three main segments
that are growing and dominating
the funding space in the region. The
first one is payments. That is by far
the largest segment of the fintech
space at this time. The second

is crypto, and it is emerging very
quickly, growing at an enormous
rate. The third piece is lending, via
BNPL payments or alternative
lending methods. Those are primarily
the three main segments that are
growing across the markets in which
we operate.

How robust is cross-border growth
for fintech companies in the region?

There are both local and regional
factors at play. Cross-border
payments, for instance, are
particularly important in the
Middle East, especially in the GCC
market, because remittances
form a major component. There
are significant opportunities to
develop products that save costs
as well as transaction time for
end-users. When it comes to
localization, the nature of fintech
is such that it needs to adapt to
everything, including the local
regulations, consumer behavior,
internet penetration rates, etc.
Even in markets where internet
access is high, internet banking
penetration may not be high. The
levels of financial literacy vary

— Egypt, for instance, has really
high levels of financial literacy.
Localization includes being aware of
cultural factors and incorporating
them. There are both public and
private sector attempts to work
across markets in the form of
fintech associations and regulatory
corridors, so that it's possible to
learn from shared experiences.
There is a positive approach
towards collaboration, which is very
encouraging for all stakeholders.

How robust is the seed and venture
funding ecosystem for fintech?

We have seen a tremendous amount
of investment coming into the

fintech space, specifically around
payments, across all markets in
Eastern Europe, Middle East, and
Africa. This peaked during 2021,
when there was accelerated growth
in the sector. However, there is still
room for growth.

What are the regional variations
in the types of fintech companies
being set up - e.g. enablers, PSPs,
gateways, e-wallets, paytech
providers, among others?

There is growth across categories.
Enablers are fulfilling a great need
across categories. We see a lot of
enablement on B2B enterprises
based on providing access or an API,
which enables multiple capabilities.

Are there regional variances in the
maturity of infrastructure?

Certain markets are significantly
ahead, others are catching up. But
one of the big stories about fintech
is cooperation, collaboration, and
partnership. If there is a missing
piece, they partner with someone
and integrate it into the solution. It
is simple and it is growing. So there
are cases of fintech companies
partnering with each other to solve
for certain pain points and enabling
crucial use cases.

How does a global company like
Mastercard fit into a largely
startup-driven fintech ecosystem?

We are digital first. The system is
symbiotic and constantly evolving.
We know that our customers today
look very different than they did

a few years ago. Today, we're in a
multi-segment business, in which
fintech companies are a very
important segment. As Mastercard,
it is very important that we embrace
this change.

We are a partner of choice for
fintech companies because of

the solutions and services they

get access to. They have key
requirements — to grow their
customer base and business, obtain
higher valuations, and receive
endorsements. From a global
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perspective, we provide our expertise
and our solutions, and we partner
with fintech companies to co-create
the solutions that help them build,
launch, and grow.

How symbiotic are Mastercard's
relationships with customers?

Fintech companies have become

an increasingly important segment
for us. They are channels for
innovation and growth, as well

as partners for co-creation. They
come in different shapes and forms.
Some fintech companies engage in
issuing and acquiring activity and
are, therefore, our direct customers.
Others are "enablers” that help our
customers digitize and innovate,
often specializing in segments or
flows that are not yet serviced. Still
others are small startups, pushing
the boundaries of financial services.
They preview innovation and offer us
the opportunity to explore new use
cases. Startups help us learn more
about areas that we are already
focused on and highlight areas we
should focus on. As we imagine

the future, these aspects become
critically important.

Which payments use cases are
supporting future growth?

From a payments flow perspective,
each market is nuanced. We try to
ensure that we provide capabilities
across all use cases. Bill payments,
for instance, are very important.
Similarly, B2B is an important
stream, along with peer-to-peer
networks, which are growing across
the GCC. Lastly, government
disbursement is obviously something
very important for us. So the full
payment picture is very important.
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UAE continues to prepare the country for digital payments with regulation that licenses
retail payment services

= KSA is taking fintech-friendly steps in in alignment with the Kingdom's Vision 2030 plan

Qatar is developing an economic corridor with five other countries to develop trade finance

Egypt is enabling fintech by having regulations for aspects like robo-advisory,
nano-finance, and insurtech

Turkey witnessed its highest-ever funding round in fintech in the year 2021
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HIGHLIGHTS
E GY P | » 60% of the workforce struggles to save money

e 57% internet penetration is supported by the highest number of
smartphone users in MENA

USD61.5m . . .
e 24.6 years is the median age of the young, tech-savvy population
« 800,000+ POS machines
FCOSYSTEM FLIJNI\I/?lNS2O22 E hree |
- In Marc , Egypt's three largest
- The Central Bonk of Egypt (CBE) national banks, in partnership with a
launched a fintech sandbox in 2019. VC firm. launched a USD 85 million
- Its latest initiative is FinTech Hub in fund to ’support fintech innovation.
ce'nj:rol CO'“?‘ ) - In H1-2022, fintech startups reaped a
- Digital banking was approved in 2020 record USD 167 million in 31 VC dels,
and the first such bank was launched with five clocking in above USD 10
USD15m in 2021. million
- CBE has optimized infrastructure for ~ That C(.)mpores with USD 159 million
digital onboarding. » }
- In March 2022, it adopted the Instant raised during all of 2021.
Payment Network — an inter-bank
operating system — and the associated
Total funding Total funding app InstaPay, which enables instant
in 2020 in 2021 electronic transactions between banks
and their customers.
- It also has plans for APIs allowing
fintech startups to connect to the
open banking infrastructure.
HIGHLIGHTS
U /\ E o Fintech's growth in the country has been a result of numerous strategies,
including the UAE Vision 2021 National Agenda and the UAE National
Innovation Strategy.
o UAE remained the headquarters of choice for fintech startups in 2021.
o Payment companies dominate the fintech industry in the UAE,
USD220.8m representing about a quarter of all fintechs
 Blockchain, insurtech, open banking, and data/Al are growing sub-sectors.
USD106.2 ECOSYSTEM A special crypto zone has been set up at
2m ) T ' -
The Dubai Digital Authority and the the Dubai World Trade Center (DWTC),
Virtual Assets Regulatory Authority are X
- where cryptocurrencies and other
path-breaking responses to the growth virtual assets are regulated
of fintech. - Binance and FTX Exchonge'hove been
- In October 2021, the Central Bank of ranted licenses to operate in the
the UAE (CBUAE) signed an agreement g - . P .
) - ) . . UAE, with Binance also developing
with Dubai International Financial . ; o
. an industry hub dedicated to digital
Center (DIFC) to enhance collaboration ) -
: innovation and cryptocurrency.
under their co-sandbox program for
fintechs.
- In September 2021, DIFC launched FUNDING
a series of events as part of DIFC - Most of the fintech funding deals
Blockchain Week. closed (32%) and capital deployed
. . - The UAE has also launched other (49%) into the industry was focused
Tot.al funding T°t_°| funding regulatory sandboxes like the ADGM in the UAE in 2021.
in 2020 in 2021 ReglLab and the innovation testing - UAE-based fintech startups closed 22
license. more deals than KSA-based startups
- In December 2020, CBUAE launched in 2020 and eight more in 2021.
its fintech office and facilitated - The ADGM has put together Abu
the establishment of a UAE-wide Dhabi Catalyst Partners, a VC-
regulatory framework. led effort backed by Mubadala
- In April 2019, the UAE Cabinet adopted Investment Company.

the National Artificial Intelligence - The Innovation Hub in DIFC allocated
Strategy 2031. about USD 100 million in October
+ O - In April 2018, the UAE government 2021 to helping startups grow
/ launched the Emirates Blockchain through its 'Fintech Fund Accelerator
O Strategy 2021. Program’.
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QATAR

USDS5.2m

USD3.5m

Total funding
in 2021

Total funding
in 2020

O 1%

HIGHLIGHTS

* Qatar's fintech startup ecosystem has been growing steadily in

recent years.

« To achieve Qatar's 2030 vision of diversifying the economy away
from reliance on hydrocarbons, the government has invested in

founders and innovators.

e Qatar University's QU Innovation and Entrepreneurship Strategy
(2018-2023) aims to support the ecosystem'’s development.

* The Research to Startup program was created by Qatar Science
and Technology Park (QSTP) to support the research community
by bridging the gap between academia and industry. It provides a
pathway to commercialize intellectual property and launch startups.

ECOSYSTEM
Qatar Development Bank (QDB)
provides financial and advisory
services, as well as acceleration and
incubation programs through affiliated
entities including Qatar Business
Incubation Center.

- In March 2021, QDB launched Scale 7,
the first business incubator for fashion,
film, and other cultural entrepreneurs.

FUNDING
2021 marked the second consecutive
year of growth of Qatar's VC
ecosystem.

- Funding grew by 92% compared to
2020, to reach a record high.

- Startups graduating from accelerator
programs accounted for 46% of the 24
deals in Qatarin 2021.

- Ithmar, a seed-funding program from
QDB, provides entrepreneurs with
equity capital and is Shari'a-compliant.

- QSTP's Product Development Fund
provides up to 50% of the total budget
of local high-tech startups and has
awarded grants to 26 companies.

KSA

UsSD90.9m

USD6.5m

Total funding
in 2021

Total funding
in 2020

1294+

25

HIGHLIGHTS
* Young and tech savvy population.

 Integrated regional ecosystem.

¢« GDP accounts for about a third of MENA's total GDP.

o The stock exchange has size and depth, which can be a preferred exit gate.

ECOSYSTEM
Saudi Vision 2030 continues to nurture
an entrepreneurial culture with the aim
of diversifying the economy.

- The Financial Sector Development
Program (FSDP) has achieved major
reforms in public markets, including
the inclusion of the Tadawul in
international indexes and the launch of
derivative products.

- FSDP also resulted in the licensing of
3 digital banks, the launch of fintech
sandboxes under the Saudi Arabian
Monetary Authority (SAMA) and the
Capital Markets Authority (CMA).

- The Open Banking Policy outlined by
SAMA in late 2021 will require banks to
adopt API policies.

- The 5th batch of the FinTech ExPermit
by CMA, the 2nd edition of the Fintech
Accelerator Program by Fintech Saudi,
and the Technology Growth Funding
initiative by the National Technology
Development Program are supporting
growth.

- Established institutions like Fintech
Saudi, Monsha'at, Mohammed
Bin Salman Foundation are also
contributing significantly.
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FUNDING

- Saudi Arabia witnessed its largest ever
fintech funding in 2021. It was also the
largest year-on-year increase among
the most active MENA markets.

- KSA startups went from accounting
for 4% of all fintech funding in MENA
in 2020, to 20% in 2021.



TURKEY

USD55.5m

USD11.3m

Total funding
in 2021

Total funding
in 2020

+39 3%

HIGHLIGHTS

Turkey is home to nearly 42 million digitally savvy young people.

The percentage of adults making or receiving digital payments
has risen from 48% to 64% over four years

In a vibrant landscape, two in 10 startups are fintechs.

68% of adults bank at a financial institution, compared to the
upper-middle-income-country average of 73%

39% of adults have savings accounts compared to upper-
middle-income-country average of 46%

ECOSYSTEM

Istanbul hosts various startup events,
including pitching competition Take-
Off, aerospace festival Teknofest,

and international gaming exhibition
Gaming Istanbul.

Following the legalization of equity-
based crowdfunding, six new platforms
are set to begin operations.

A thriving investor landscape where the
proportion of local investors in fintech
startups (65%) is higher than all other
Emerging Venture Markets.

F

UNDING

Istanbul Development Agency's USD
30 million regional venture capital
fund expands funding opportunities,
retaining Development and Investment
Bank of Turkiye's USD 95.5 million fund
of funds.

The Turkish VC ecosystem crossed
USD 1 billion in funding for the first
time in 2021.

USD 1.8 billion was deployed in Turkey-
based startups. A record high USD
55.5 million was deployed into fintech
startups, 11 times more than in 2020.
Q3-2021 alone saw more funding in
fintech startups than the last three
years combined.

Deal number in Q2-2022 was nearly
50% higher than the same figure from
Q1-2022.

- The largest funding deal in Q2-2022

was the USD 40 million acquisition of
Volt Lines, a transportation startup, by
UAE-based Swvl.

Country profiles have been compiled from various sources, including: Fintech 2022 Venture Investment Report by MAGNITT; Turkish
Startup Investments Review Q2-2022, by KPMG; and The Global Startup Ecosystem Report — Fintech Edition, by Startup Genome.



https://magnitt.com/research/fintech-2022-venture-report-50806
https://assets.kpmg/content/dam/kpmg/tr/pdf/2022/09/turkish-startup-investments-review-q2.pdf
https://assets.kpmg/content/dam/kpmg/tr/pdf/2022/09/turkish-startup-investments-review-q2.pdf
https://startupgenome.com/report/gser-fintechedition

References

KEY FINDINGS

1. Vantage Market Research. Global Fintech Market. May 2022.

2. Dealroom.co. Fintech Q1 2022 Report. April 2022.

3. STV. Erom startup to IPO: Unlocking a USD 100 billion-plus
opportunity. 2022.

4. MAGNITT. Eintech 2022 Venture Investment Report. February 2022.

5. Allied Market Research. Fintech technologies market: Global
opportunity analysis and industry forecast. September 2021.

6. Apostolides Alexander, Ombija Sarah, Umer Zain, Schilling de Carvalho
Pedro, Rowan Philip, Serralde Diego M, Smit Herman, Zhang Bryan,
Gallo Valeria, Inzirillo Gabrielle, Moloney lan P. Fintech Regulation in
the Middle East and North Africa. CCAF (2021) Cambridge Centre for
Alternative Finance at the University of Cambridge, Judge Business
School, Cambridge.

7. Qatar Financial Centre press statement. Qatar Financial Centre

Unveils its Strategic Vision for 2022. February 2019.

Chapter 1: State of fintech

1.

10.

11.

12.

Lagarde, Christine. Fintech—A Brave New World for the Financial
Sector? IMF Blog, March 2017.

CB Insights. State of Venture, Global 2021.
Dealroom.co. Fintech Q1 2022 Report. April 2022.

Gauthier JF, Penzel Marc, Keuster Stephan, Boydell Hazel et al. The
Global Startup Ecosystem Report Fintech Edition, 2022. Startup
Genome.

MAGNITT, Eintech 2022 Venture Investment Report.

Mueller Jackson, Piwowar Michael S. The Rise of FinTech in the Middle
East, 2019. Milken Institute.

Khan Nameer, Dhar Gaurav, Benaissa Nadia, Mohanakrishnan
Vaanathi. Cross border payments. A guide to payments in MENA,
2022. MENA Fintech Association.

Ministry of Communications and Information Technology, Egypt.
Bulletin Indicators ICT, September 2021.

The World Bank. Open data.

Sahay Ratna, Eriksson Ulric von Allmen, Lahreche Amina, Khera Purva,
Ogawa Sumiko, Bazarbash Majid, Beaton Kimberly. The Promise of
Eintech: Financial Inclusion in the Post COVID-19 Era. International
Monetary Fund, July 2020.

Apostolides Alexander, Ombija Sarah, Umer Zain, Schilling de Carvalho
Pedro, Rowan Philip, Serralde Diego M, Smit Herman, Zhang Bryan,
Gallo Valeria, Inzirillo Gabrielle, Moloney lan P. Fintech Regulation in
the Middle East and North Africa. CCAF (2021) Cambridge Centre for
Alternative Finance at the University of Cambridge, Judge Business
School, Cambridge.

Camarate Jorge, Stanley Mark, Dr. Khadige Antoine, Keating Patricia.
Fintech in the Middle East, 2022. PWC's Strategy&.

Authorship
This white paper is written in partnership with Mastercard's EEMEA
Market Development team and White Paper Media Consulting.

Chapter 2: Market dynamics

1.

10.
11.

Mastercard press statement. Mastercard Economics Institute: 2022
Economic Outlook Defined by Digital Resilience and a Return to the
‘Experience Economy’, December 2021.

Mastercard New Payments Index: Consumer Appetite in Middle East
and North Africa for Digital Payments Takes Off. May 2021.

Mastercard press statement. Mastercard and Fintech Kashat partner
to expand financial services to Egypt's unbanked and underbanked.
February 2022.

Mastercard press statement. Mastercard partners with nogodi to
expand digital payment acceptance across UAE. September 2022.

Mastercard press statement. Mastercard and HyperPay sign a
strategic partnership to expand digital payment rails across Middle
East and North Africa. May 2022.

Papara.

Checkout.com

Dartnell James. Why Blockchain is a solution looking for a problem.
Tahawultech.com. October 2018.

FinTech Blockchain Market Report, Global Forecast to 2028.
Meticulous Research. September 2021.

Top fintech trends for 2022. KPMG.

Mastercard press statement. Partnerships that bring complementary
services and technology can enable the growth of super-apps in the
region, says Economist Impact study. April 2022.

Chapter 3: Regulation, private sector participation, and economic impact

1.

10.

Diemers Daniel Dr, Lamaa Abdulkader, Salamat Jean, Steffens Tom.
Developing a FinTech ecosystem in the GCC. PWC's Strategy&. 2015.

Apostolides Alexander, Ombija Sarah, Umer Zain, Schilling de Carvalho
Pedro, Rowan Philip, Serralde Diego M, Smit Herman, Zhang Bryan,
Gallo Valeria, Inzirillo Gabrielle, Moloney lan P. Fintech Regulation in
the Middle East and North Africa. CCAF (2021) Cambridge Centre for
Alternative Finance at the University of Cambridge, Judge Business
School, Cambridge.

Saudi Press Agency. DCO Launches Startup Passport to Support
Entrepreneurs in Expanding across Markets Worth USD 2 Trillion in
GDP. February 2022.

Qatar Financial Centre press statement. Qatar Financial Centre
Unveils its Strategic Vision for 2022. February 2019.

Saudi Gazette. Saudi Arabia announces $1.2bn tech initiatives, unveils
first locally-made smart chips. August 2021.

UAE government launches '‘Coders HQ' to empower local, global
coding communities. January 2022.

Mastercard press statement. Mastercard New Payments Index 2022:
Consumers in MENA Embrace Digital Payments.

Abu Dhabi Global Market press statement. ADGM FSRA introduces
a new regulatory framework for Third Party Financial Technology
Services. April 2021.

Dubai Financial Services Authority press statement. UAE regulatory
authorities jointly issue "Guidelines for Financial Institutions Adopting
Enabling Technologies". November 2021.

Saudi Central Bank. Open Banking Policy.

The findings and recommmendations presented in this paper are
based on data and information from various research reports
and stakeholder interviews. These were put into perspective

by White Paper Media Consulting.

Infographic and report design is by White Paper Media Consulting.

Stock images used in this publication are for representational purposes only.

THE FUTURE OF FINTECH - Middle East and Turkey


https://www.vantagemarketresearch.com/press-release/fintech-market-280878
https://dealroom.co/uploaded/2022/04/Fintech-Q1-2022-report-1.pdf
https://stv.vc/insights/en/2022/8/9/insightsen2
https://stv.vc/insights/en/2022/8/9/insightsen2
https://magnitt.com/research/fintech-2022-venture-report-50806
https://www.alliedmarketresearch.com/fintech-technologies-market
https://www.alliedmarketresearch.com/fintech-technologies-market
https://www.jbs.cam.ac.uk/faculty-research/centres/alternative-finance/publications/fintech-regulation-in-the-middle-east-and-north-africa/
https://www.jbs.cam.ac.uk/faculty-research/centres/alternative-finance/publications/fintech-regulation-in-the-middle-east-and-north-africa/
https://www.qfc.qa/en/media-centre/news/list/unveils-strategic-vision-for-2022
https://www.qfc.qa/en/media-centre/news/list/unveils-strategic-vision-for-2022
https://www.imf.org/en/Blogs/Articles/2017/03/21/fintech-a-brave-new-world-for-the-financial-sector
https://www.imf.org/en/Blogs/Articles/2017/03/21/fintech-a-brave-new-world-for-the-financial-sector
https://www.cbinsights.com/research/report/venture-trends-2021/
https://dealroom.co/uploaded/2022/04/Fintech-Q1-2022-report-1.pdf
https://startupgenome.com/report/gser-fintechedition
https://startupgenome.com/report/gser-fintechedition
https://magnitt.com/research/fintech-2022-venture-report-50806
https://milkeninstitute.org/sites/default/files/reports-pdf/FinTech%20in%20the%20Middle%20East-FINAL-121119_0.pdf
https://milkeninstitute.org/sites/default/files/reports-pdf/FinTech%20in%20the%20Middle%20East-FINAL-121119_0.pdf
https://mena-fintech.org/wp-content/uploads/2022/06/SHIFT-Cross-Border-Payments-Vol.2-_2706.pdf
https://mena-fintech.org/wp-content/uploads/2022/06/SHIFT-Cross-Border-Payments-Vol.2-_2706.pdf
https://mcit.gov.eg/Upcont/Documents/Publications_15122021000_ICT_Indicators_Quarterly_Bulletin_Q3_2021.pdf
https://data.worldbank.org/?most_recent_year_desc=false
https://www.imf.org/en/Publications/Departmental-Papers-Policy-Papers/Issues/2020/06/29/The-Promise-of-Fintech-Financial-Inclusion-in-the-Post-COVID-19-Era-48623
https://www.imf.org/en/Publications/Departmental-Papers-Policy-Papers/Issues/2020/06/29/The-Promise-of-Fintech-Financial-Inclusion-in-the-Post-COVID-19-Era-48623
https://www.jbs.cam.ac.uk/faculty-research/centres/alternative-finance/publications/fintech-regulation-in-the-middle-east-and-north-africa/
https://www.jbs.cam.ac.uk/faculty-research/centres/alternative-finance/publications/fintech-regulation-in-the-middle-east-and-north-africa/
https://www.strategyand.pwc.com/m1/en/strategic-foresight/sector-strategies/financial-services/fintech-in-the-middle-east/fintech-middle-east.pdf
https://newsroom.mastercard.com/mea/press-releases/mastercard-economics-institute-2022-economic-outlook-defined-by-digital-resilience-and-a-return-to-the-experience-economy/
https://newsroom.mastercard.com/mea/press-releases/mastercard-economics-institute-2022-economic-outlook-defined-by-digital-resilience-and-a-return-to-the-experience-economy/
https://newsroom.mastercard.com/mea/press-releases/mastercard-economics-institute-2022-economic-outlook-defined-by-digital-resilience-and-a-return-to-the-experience-economy/
https://newsroom.mastercard.com/mea/press-releases/mastercard-new-payments-index-consumer-appetite-in-middle-east-and-north-africa-for-digital-payments-takes-off/
https://newsroom.mastercard.com/mea/press-releases/mastercard-new-payments-index-consumer-appetite-in-middle-east-and-north-africa-for-digital-payments-takes-off/
https://newsroom.mastercard.com/mea/press-releases/mastercard-and-fintech-kashat-partner-to-expand-financial-services-to-egypts-unbanked-and-underbanked/
https://newsroom.mastercard.com/mea/press-releases/mastercard-and-fintech-kashat-partner-to-expand-financial-services-to-egypts-unbanked-and-underbanked/
https://newsroom.mastercard.com/mea/press-releases/mastercard-partners-with-noqodi-to-expand-digital-payment-acceptance-across-uae/
https://newsroom.mastercard.com/mea/press-releases/mastercard-partners-with-noqodi-to-expand-digital-payment-acceptance-across-uae/
https://newsroom.mastercard.com/mea/press-releases/mastercard-and-hyperpay-sign-a-strategic-partnership-to-expand-digital-payment-rails-across-middle-east-and-north-africa/
https://newsroom.mastercard.com/mea/press-releases/mastercard-and-hyperpay-sign-a-strategic-partnership-to-expand-digital-payment-rails-across-middle-east-and-north-africa/
https://newsroom.mastercard.com/mea/press-releases/mastercard-and-hyperpay-sign-a-strategic-partnership-to-expand-digital-payment-rails-across-middle-east-and-north-africa/
https://www.papara.com/en/
https://www.checkout.com/
https://www.tahawultech.com/insight/blockchain-a-solution-looking-for-problem/
https://www.meticulousresearch.com/product/fintech-blockchain-market-5013
https://home.kpmg/xx/en/home/insights/2022/01/top-fintech-trends-in-h2-2021.html
https://newsroom.mastercard.com/mea/press-releases/partnerships-that-bring-complementary-services-and-technology-can-enable-the-growth-of-super-apps-in-the-region-says-economist-impact-study/
https://newsroom.mastercard.com/mea/press-releases/partnerships-that-bring-complementary-services-and-technology-can-enable-the-growth-of-super-apps-in-the-region-says-economist-impact-study/
https://newsroom.mastercard.com/mea/press-releases/partnerships-that-bring-complementary-services-and-technology-can-enable-the-growth-of-super-apps-in-the-region-says-economist-impact-study/
https://www.strategyand.pwc.com/m1/en/reports/developing-a-fintech-ecosystem-in-the-gcc.pdf
https://www.jbs.cam.ac.uk/faculty-research/centres/alternative-finance/publications/fintech-regulation-in-the-middle-east-and-north-africa/
https://www.jbs.cam.ac.uk/faculty-research/centres/alternative-finance/publications/fintech-regulation-in-the-middle-east-and-north-africa/
https://www.spa.gov.sa/viewfullstory.php?lang=en&newsid=2326113
https://www.spa.gov.sa/viewfullstory.php?lang=en&newsid=2326113
https://www.spa.gov.sa/viewfullstory.php?lang=en&newsid=2326113
https://www.qfc.qa/en/media-centre/news/list/unveils-strategic-vision-for-2022
https://www.qfc.qa/en/media-centre/news/list/unveils-strategic-vision-for-2022
https://www.saudigazette.com.sa/article/610229
https://www.saudigazette.com.sa/article/610229
https://www.wam.ae/en/details/1395303010036
https://www.wam.ae/en/details/1395303010036
https://newsroom.mastercard.com/mea/press-releases/mastercard-new-payments-index-2022-consumers-in-mena-embrace-digital-payments/
https://newsroom.mastercard.com/mea/press-releases/mastercard-new-payments-index-2022-consumers-in-mena-embrace-digital-payments/
https://www.adgm.com/media/announcements/adgm-fsra-introduces-a-new-regulatory-framework-for-third-party-financial-technology-services
https://www.adgm.com/media/announcements/adgm-fsra-introduces-a-new-regulatory-framework-for-third-party-financial-technology-services
https://www.adgm.com/media/announcements/adgm-fsra-introduces-a-new-regulatory-framework-for-third-party-financial-technology-services
https://www.dfsa.ae/news/uae-regulatory-authorities-jointly-issue-guidelines-financial-institutions-adopting-enabling-technologies
https://www.dfsa.ae/news/uae-regulatory-authorities-jointly-issue-guidelines-financial-institutions-adopting-enabling-technologies
https://www.dfsa.ae/news/uae-regulatory-authorities-jointly-issue-guidelines-financial-institutions-adopting-enabling-technologies
https://www.sama.gov.sa/en-US/Documents/Open_Banking_Policy-EN.pdf

eemea.mastercard.com


http://mea.mastercard.com

