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Executive summary

Market Infrastructure

Despite a fall in fintech investments globally, the Middle East has fared
better than other regions: with total funding amounting up to $1.5 bn,
130-150 deals — and 2000 new companies established.

The Middle East fintech industry is developing rapidly — attracting
numerous international investments, making up.

The 21st century marks the era of smart phones and technology —

the widespread use of smart phones calls for consumers who are
constantly learning about new applications.

Consumers are becoming more tech-savvy: active usage of digital banking
services, non-cash payment methods and ready to use new digital
services.

Government Authorities (Central Banks and Regulators) in the Middle East
show a strong commitment to developing the region’s fintech by creating
the necessary infrastructure (accelerators, incubators, fintech hubs and
free zones) and implementing reforms (ex. developing open banking
initiatives).

DIFC is one of the most developed fintech hubs in the Middle East: best
geographical location, conditions, offerings and services for local and
international companies.

Key players

The market is dominated by companies within the digital payments,
instant cross-border payments, BNPL-services, AIS and PIS products,
KYC and digital banking space.

Fawry, MadfooatCom, Optasia, MNT-Halan, Tabby, PayTabs, Tamara,
HyperPay, MyFatoorah and Rasan are some of the most promised fintech
startups in the Middle East.

The Middle East has only three fintech unicorns: STCpay, Fawry

and MNT-Halan.

Tabby, Tamara, Yassir, Rain and Paymob are on the list of top-funded
fintech startups in the Middle East.

Shorooq Partners, VSQ, Wamda Capital and Middle East Venture Partners
represent some of the most active fintech investors in the Middle East.

Trends

Digital payment solutions are growing rapidly.

The Middle East is in the stages of approving virtual assets, DeFi and
CBDC.

Fintech startups see opportunities in cross-border payments and
remittances space- to help cater to a large number of foreign workers.
SMEs and merchants are using digital platforms to improve business
processes and get access to capital.

Rise of the tech ecosystem and superapps.

Neobanking is an advanced trend — the market has different ways of
developing: digital-only offering from leading incumbents and
independent firms.

BNPL services have potential of becoming more popular in this region.



Market Analysis

Strong investment growth

Despite falling global fintech investment activity, the investment
rounds in the fintech industry in the Middle East show positive
trends. According to different reports, during the last two years
(2021-2022) the total funding in Middle East fintech startups is
estimated at around $1-1.5 bn in 130-150 deals. It seems that
investments in fintech startups in 2023 may show a better result
than in 2022. In four months alone, companies were able to raise
about $600 mn (Exhibit 1).

Market estimates vary from report to report. However, everyone
agrees that the geography of investment is very diversified. The UAE,
Saudi Arabia, Egypt and Bahrain have a large market share of funding
in fintech startups in the Middle East. These markets seem to be
consolidating their position as the most important fintech centers in
the Middle East.

Exhibit #1. Fintech investments in the Middle East (2021-2023 YTD).
Sources: Dealroom, MAGNITT.
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In global comparison, the Middle East is only developing. From 2012
to 2022, the fintech startups have attracted only $3 bn. That is only
around 1% of all global fintech investments. The Middle East is
outpaced only by another developing region — Africa (Exhibit 2).


https://www.cbinsights.com/research/report/fintech-trends-2022/
https://fintech.dealroom.co/curated-heatmaps/funding/location/f/founding_or_hq_regions/anyof_MENA/growth_stages/not_mature/rounds/not_GRANT_SPAC%20PRIVATE%20PLACEMENT/tags/not_outside%20tech?applyDefaultFilters=true&endYear=2022&interval=yearly&rows=~united_arab_emirates~~egypt~bahrain~turkey~armenia~iran~morocco~~saudi_arabia~~qatar~azerbaijan~kuwait~yemen~lebanon~tunisia~sudan~libya~syria~somalia~oman~mauritania~algeria~~dubai_3~&showStats=table&sort=-_2021&startYear=2020&type=amount
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Exhibit #2. Comparison of fintech investments among different
regions. Sources: F-Prime.

Since 2012, nearly 45% of capital invested in fintech
has been deployed to U.S. based startups
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The growth of the fintech ecosystem in the Middle East is also
demonstrated by the number of fintech companies that operate in the
region. There are at least 2000 companies (not counting the Israel
ecosystem in this list). More than half of them are based in the UAE,
specifically in Dubai (Exhibit 3).

Exhibit #3. Number of fintech companies in the biggest markets
in the Middle East. Sources: Tracxn, Fintech Saudi, Bahrain
Fintech Bay, Turkiye Fintech Guide, Fintech Egypt.

Turkey Saudi Arabia Egypt Bahrein



https://docs.google.com/presentation/d/11mxY3uNYs291SOrqkFCVmZypZvKwtGT_qNBk4WjxcEM/edit#slide=id.g10ac0c5aa71_0_0
https://tracxn.com/explore/FinTech-Startups-in-United-Arab-Emirates
https://fintechsaudi.com/wp-content/uploads/2022/11/FintechSaudi_AnnualReport_21_22E.pdf
https://www.bahrainfintechbay.com/publications
https://www.bahrainfintechbay.com/publications
https://www.cbfo.gov.tr/sites/default/files/docs/2023-03/turkiye-fintech-guide.pdf
https://fintech-egypt.com/Why-Egypt-is-a-promising-market-for-FinTech-Investments-Report.pdf
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What the success of fintech in the Middle East is based on

The region has a positive macroeconomic situation. Possibly, one of the
important factors that allows the fintech sector’s continued growth.
We note several factors that allow the Middle Eastern fintech market
to prosper.

First of all — a huge share of unbanked people among the population.
Millions of people in the Middle East remain underserved by basic
banking and payments, while open banking, cryptocurrency and stock
trading are gaining ground in markets.

Beyond the tech hubs like Dubai or Abu Dhabi, the region is home
for one the biggest unbanked population in the world (Exhibit 4).

Exhibit #4. |
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85 mn unbanked adults
in the Middle East

Second, the growth of penetration of the internet and smartphones at
affordable prices. Middle Eastern countries offer different windows into
the region, but each has different levels of Internet penetration and
ways of access.

The United Arab Emirates and Saudi Arabia lead the pack: 99% of its
consumers have access to the internet, compared with just 82% in
Turkey and 71% in Egypt. So, among the biggest markets, Egypt has
significant sources of potential growth in the coming years (Exhibit 5).


https://fastcompanyme.com/technology/these-two-uae-fintech-startups-are-promoting-financial-inclusion/
https://fastcompanyme.com/technology/millions-in-the-middle-east-are-unbanked-can-fintech-platforms-change-that/
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Third, the young population. The Middle East’s greatest asset is the fact
that the average age of the population is around 30-31 years old. They,
born at the turn of the millennium, are statistically the most adaptive

to technological innovations.

Fourth, government and regulatory support is driving the fintech boom
in the Middle East. Authorities across the region also responded to the
development of digital technologies with new standards and rules.
Recent updates create the opportunity for fintech companies to build
disruptive applications and services that are necessary for individuals
and businesses (updating regulatory frameworks including open
banking, crypto, digital banking and payments). Maybe one of the most
important of all frameworks is a situation around open banking.

Nowadays, regional powerhouses moving towards open banking are
UAE and Saudi Arabia. In 2022, the Central Bank of Saudi Arabia
(SAMA) and the DFSA took steps towards promoting unrestricted
growth in open banking. DFSA granted its first open banking license to
Tarabut Gateway. Tarabut Gateway became the first open banking
platform to secure AlS and PIS licenses from the DFSA.

Country Launched Regulator Mandated istitutions Available regulated licenses *
To be implemented CBUAE, FSRA, DFSA Banks, insurance, wealth TPP, AISP, PISP, AlS, PIS
= in 2026 management, asset

management, TPP, fintech
companies and neobanks

November 2022 SAMA All local and international retail AIS, PIS
and corporate banks

’ October 2022 Central Bank Retail banks, PSPs operating AISP, PISP
of Bahrain (CBB) e-wallets

TPP - Third Party Providers; AlS — Account Information Services; PIS - Payment Initiation Services;
AISP - Account Information Service Providers; PISP — Payment Initiation Service Providers.


https://data.worldbank.org/indicator/IT.NET.USER.ZS
https://newzoo.com/resources?type=rankings
https://datareportal.com
https://www.worldeconomics.com/Country-Data/
https://www.difc.ae/newsroom/news/difc-based-tarabut-gateway-becomes-first-regulated-open-banking-platform-uae-after-dfsa-grants-licence/

Country

=

In January 2023, the Saudi Central bank (SAMA) launched the Open
Banking Lab. Bahrain has steadily grown its domestic fintech
ecosystem. CBB’s Financial Services Development Strategy maps out
the sector’s development goals between 2022 and 2026. CBB'’s five-
year strategy includes the launch of open banking services ‘in the first
and second stages’ as well as an open finance framework.

Central Banks are also updating support documents in order to
modernize infrastructure to support digital products. The Central Bank
of Egypt issued regulations for Payment Cards Tokenization on
Electronic Devices’ Applications (the “Tokenization Regulations™)
which come as a key step in achieving Egypt’s vision for financial
inclusion and a more heightened cash-free society. The new regulations
will enable contactless payments through apps.

Fifth, fintech hubs and free zones. Several countries in the Middle East
such as Saudi Arabia, UAE, Bahrain and Egypt today have fintech
sandboxes. For example, in 2019 Saudi Arabia Bank (SAMA) issued

a Regulatory Sandbox Framework. But also the building of fintech hubs.
The existence of relative fintech hubs (Appendix 1) help startups to
upgrade their skills, open up opportunities to meet new partners, or exit
to different countries, etc. In the Middle East, there are several hubs
that support the fintech ecosystem in the Middle East:

Services and offerings

Fundings Incubator Training Workspace Events

DIFC

ADGM

Fintech Saudi

Bahrain Fintech Bay

Qatar Fintech Hub

Fintech Egypt

B8R

2017 + + + + +
2019 + + + - +
2018 + + £ = *
2017 + + + + .
2020 + + 5 + &
2022 + + + + &

Some of these fintech hubs are positioned as free zones. Hence, they
are attracting companies with business-friendly benefits: zero tax on
business income, 100% foreign ownership, etc.

Among all fintech hubs in the Middle East, Dubai International Financial
Centre (DIFC) is most developed. DIFC has an independent regulator
and a judicial system with an English common law framework, as well as
the region’s largest financial ecosystem of more than 36,000
professionals working across over 4,300 active registered companies.
DIFC also runs an accelerator program, venture studio, academy and
family wealth centre.



https://fintechnews.ae/14645/saudiarabia/saudi-central-bank-launches-open-banking-lab/
https://www.globalgovernmentfintech.com/bahrain-central-bank-includes-digital-dinar-in-five-year-plan-to-2026/
https://thepaypers.com/online-mobile-banking/central-bank-of-egypt-regulates-payment-tokenisation--1261865
https://www.sama.gov.sa/en-US/Regulatory%20Sandbox/Pages/Regulatory-Sandbox-Framework.aspx
https://www.difc.ae/about/
https://www.difc.ae/about/
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Fintech hubs are continuing to appear in different Middle East countries
(Jordan, Tunisia...). This, among other things, reflects the scaling of
fintech in the region and the interest in its development and in
attracting foreign companies and investors.

Major Investors in the Middle Eastern Fintech Ecosystem

The fintech market in the Middle Eastern region continues to boom.
Investors are also maturing, with corporates and large private
companies taking risks and investing in fintech companies. VCs are
growing in numbers and in size, and although the UAE is still the hub,
KSA, Egypt and Turkey are also active (Exhibit 6).

Exhibit #6. Middle East fintech ecosystem investors. Sources:
Crunchbase, Dealroom, Forbes.
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According to funding rounds and deals during 2021-2023 YTD, we
can say that Shorooq Partners, VSQ, Wamda Capital and Middle East
Venture Partners represented some of the most active fintech
investors in the Middle East:

Venture capital firm based in Abu Dhabi. The firm prefers tamara) @ o
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BNPL/Paylater

Type of payment method that allows
customers to make purchases and pay
for them over time.

tamara) [fabby® :i: cashew postpay sympl

¢ spotii vo©' Fdz2¢s @) Shahry

Blockchain and crypto

Crypto-asset exchanges, Web3 startups
and blockchain providers.
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Digital banking
Banking platforms that operate solely
online, simply without physical presence.
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Key Fintech Startups

In the Middle East there are popular fintechs that provide basic banking
services (types of payments and transfers) for the population and SMEs
who do not have access to banking services.

Exhibit #7. The Middle Eastern key fintech startups by categories.
Sources: Crunchbase, Dealroom, Forbes, CB Insights, Magnitt.

100+ startups that driving the Middle East’s fintech sector.
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Payment gateway

Startups providing payment solutions
for B2B, merchants, ecommerce, etc.
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Real estate finance

Fintech solutions that are changing
how people bought, sold and manage
real estate.
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Lending

Financial service that offers loan products
for individuals and companies.
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Accounting, payroll and benefits

Platforms are trying to help businesses with
financial processes (accounting, payroll, etc.).
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and choose financial products from
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The Middle East has more than 100 promising fintech startups that
can drive the market (Exhibit 7). We put these companies in the list
because they have later-stage deals and exits (including pairs of IPO
and unicorn / pre-unicorn statuses), or they offer innovative service

and have growing sustainable business models.
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Also Forbes Middle East revealed its ranking of the region’s top fintech
startups and companies. This rating is highlighted the most innovative
startups that digitise banking, investment and other financial directions.

KSA and Egypt comprise 46% of the fintech companies in this region
(Egypt has nine projects, KSA — six). Of the companies that made it
into Forbes’ list and from the market map, the following are the
ranking’s top ten fintech companies in the Middle East:

Fawry is a digital payment service from Egypt. For consumers, Fawry
provides electronic bill payments, mobile top-ups, cash deposits and
withdrawals, investment products, rewards and loyalty and e-ticketing.
Fawry serves 49.4 mn users and processed transactions of $6.8 bn

in 2022.

MadfooatCom provides real-time electronic bill and payment solutions.
Company operates in Jordan, Egypt, Saudi Arabia, Oman, Palestine,
the UAE, and Morocco, with 3.6 mn active users and over 1.4 mn app
downloads as of March 2023.

Optasia operates in more than 40 countries, offering services such
as airtime, data, real-time credit scoring and micro-loans.

MNT-Halan offers superapp to provide financial services for
underbanked and unbanked population and businesses.

Tabby is a BNPL startup that allows customers to slip their purchases
into four interest-free payments. The company claims more than 2 mn
active users. Tabby is active in the UAE, KSA, Kuwait and recently
launched in Egypt.

PayTabs Group is a processing company that offers B2B payment
solutions for businesses of all sizes. The company currently operates
in Saudi Arabia, the U.A.E., Egypt, Oman, Kuwait, Jordan, Palestine,
Turkiye, and Azerbaijan.

Tamara is a BNPL-startup that allows customers to slip their payments
interest-free at leading retailers. Tamara has over 3 mn customers
and more than 4k partner merchants.

HyperPay is an online payment gateway that allows merchants to
accept payments through various channels, such as credit cards,
debit cards, and e-wallets.

MyFatoorah is an online payment gateway that allows businesses
and individuals in Kuwait and other Gulf countries to easily accept
and process online payments for their goods and services.

Rasan offers banking and insurance solutions. The company has
over 10 mn users..


https://www.forbesmiddleeast.com/lists/top-30-fintech-companies-2023/
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Some of the top fintech companies have attracted investments into the
region, and improved the business environment in the Middle East, thus
demonstrate great potential of growth in the near future:

¢ In August 2022, Tabby gets $150 mn in debt financing from Atalaya
Capital Management and Partners for Growth.

* InJanuary 2023, the company raised $58 mn round, at a valuation of
$660 mn.

tabby®

* In August 2022, Tamara raised $100 mn in a Series B round.
* In March 2023, Tamara raised a $150 mn round from Goldman
Sachs. This funding will help the company grow across new verticals.

tamaraj

In November 2022, Yassir raised $150 mn Series B funding. Algerian
startup founded in 2017 that has now become a full-fledged superapp.
In the Yassir app, users order cabs, deliver groceries, goods, and get
banking services.

L YASSR

In January 2022, cryptocurrency exchange Rain closed a $110 mn
Series B round. In 20219 the company became the first regulated
cryptocurrency platform in the Middle East. Rain received a Crypto-
Asset Module (CRA) license from the Central Bank of Bahrain.

2% Rain

paymob Paymob closed a US$50 million Series B in May. Paymob was raised by
Paypal Ventures, London’s Clay Point and New York’s Kora Capital. The
company will use this funding to expand into the Gulf and North Africa.

l\ Yalla On top of this, successful startups already operate in multiple markets
and have plans to continue expanding geographically. One example is
digital bank Yalla, which was founded in Egypt and right now has an
office in the UAE, and is set to expand to KSA and Kuwait.

Fintech Unicorn Club in the Middle East

By 2030, it is expected that the Middle East (with North Africa) will
create more than 300 unicorns, startups that have a valuation of over
$1 bn, and soounicorns, startups that have potential to become the
unicorn in near future (Exhibit 8).

Exhibit #8. Potential growth of unicorns in the Middle East in next
8 years (2022-2023). Sources: RedSeer Strategy Consultants.
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https://www.bloomberg.com/news/articles/2022-08-03/dubai-buy-now-pay-later-firm-tabby-gets-150-million-financing#xj4y7vzkg
https://techcrunch.com/2023/01/17/tabby-raises-58m-at-660m-valuation-as-paypal-ventures-makes-first-investment-in-the-gcc/
https://www.zawya.com/en/press-release/companies-news/tamara-raises-100mln-in-series-b-equity-round-y2bayobz
https://fintech.global/2023/03/17/saudi-arabias-tamara-raises-150m-from-goldman-sachs/
https://www.wamda.com/2022/11/algeria-super-app-yassir-raises-150-million-series-b-funding
https://fintechnews.ae/11555/bahrain/bahrain-crypto-exchange-rain-raises-usd-110-million-in-series-b/
https://www.zawya.com/en/business/bahrains-rain-gets-central-bank-license-to-operate-cryptocurrency-exchange-fwplm65i
https://fintechnews.africa/40740/fintech-egypt/egypts-paymob-raises-us50-million-in-series-b-fundraise/
https://www.yalla.online
https://yourstory.com/ys-gulf/strong-pipeline-of-ipos-over-300-unicorns-soonicorn-mena-startup

2020

2 Fawry

StCr

11

Currently, the region has up to six unicorns, with three of them
operating in the fintech sector (Exhibit 9). All of them were born in
the last three years (pandemic and pre-pandemic era). So in this
period people are adopting digital technology and online platforms.
We can say, they become more tech-savvy.

Exhibit #9. Unicorn fintech startups in the Middle East.

2023
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STCpay is a leading fintech operator in MENA that provides banking
and payment solutions. In 2020, STCpay becomes Saudi Arabia’s first
unicorn. This also makes STCpay the first Fintech Unicorn in the Middle
East. The company is building an ecosystem to provide services for B2C
and B2B, trying to satisfy their needs. Businesses can boost growth
with digital platform that ease the payment processes. Individuals can
easily manage their money: transfer to contacts (family and friends),
split bills with them or request money.

Fawry

Egypt based e-payment company Fawry was the first tech unicorn

in the country, saw its market cap surpass $1 bn in August 2020, and
$1.4 bn as of 2021. The company also was the first Egyptian tech
startup going through the IPO.

MNT-Halan

In 2023, the Middle Eastern fintech industry confirmed new unicorn
status with Egyptian fintech MNT-Halan. MNT-Halan was formed when
Dutch microcredit platform MNT and Egyptian superapp Halan merged
in 2018. Halan, for its part, started as a ridesharing and delivery service.
It then added digital wallet, bill payment, microloans, BNPL and became
a superapp.

After the merger, MNT-Halan emphasised on financial services. The unit
with delivery and ridesharing remained, but its development was no
longer a priority due to competition with Uber and other international
companies.


https://www.google.com/url?q=https://stcpay.com.sa/business/&sa=D&source=docs&ust=1691072486333795&usg=AOvVaw38u8jTaUhmzzlNZE6EqVhH
https://stcpay.com.sa/our-services/
https://stcpay.com.sa/our-services/
https://mnt-halan.com
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MNT-Halan connects buyers and small businesses on one platform
through digital services. For businesses, MNT-Halan provides loans,
ensures the payment of employees' salaries and organises the delivery
of FMCG goods. For individuals, it provides loans, digital wallet, p2p
payments, BNPL payment, delivery and trave

The company has already issued $2 bn in loans to over 2 mn
borrowers — individuals and businesses. Loans are now generating
the bulk of revenue for the service, with the rest of the business
providing infrastructure and engaging users in the ecosystem. The
ecosystem has a total of 5 mn users. In 2022, the company generated
$300 mnin revenue.

The product launches in H1’2023

* Savii, a financial platform for teenagers, has launched in the UAE. In
partnership with Visa the company will offer prepaid cards for youth.

* UAE-based cryptocurrency exchange Bybit has launched
an Al trading support tool with personalised investment product
recommendations.

* ADIB became the first Islamic bank to capitalise on the KYC
blockchain platform in the UAE.

* Visa, together with ecolytig, launched Visa Eco Benefits and
Sustainability-as-a-Service solution in the UAE to drive sustainable
e-commerce.

* US-based crypto solutions provider Ripple is opening a new office
location in Dubai. Bybit also opened an office in Dubai.

* Mastercard with payment service provider Foloosi launched
Click to Pay in UAE.

* UAE-based PayTabs launched social commerce solution ReelsPay
in MENA so that millions of freelancers, home business owners
and micro sellers can sell more on social networks.

+ Turkey has completed its first pilot transactions with the digital lira.
In addition, biometric payment cards are planned to be rolled out in
the country.

* Turkish QNB Finansbank introduces a bank account aggregation
tool called “All Banks”. Tiirkiye is Bankasi has set up a company to
develop agricultural technology. And Ak Yatirim, a subsidiary of
Akbank, bought cryptocurrency trading platform Stablex.

* Turkish IT-company Architecht launched a new product, BOACard.
It offers an end-to-end holistic infrastructure solution by bringing
together card, merchant and POS products on a single platform.


https://fintechnews.ae/14967/fintechdubai/uae-teen-financial-platform-goes-live/
https://thepaypers.com/cryptocurrencies/bybit-launches-new-ai-programme-to-personalise-crypto-trading--1262152
https://www.google.com/url?q=https://www.zawya.com/en/islamic-economy/islamic-finance/adib-becomes-first-islamic-bank-to-go-live-on-kyc-blockchain-platform-rqtwtk3f&sa=D&source=docs&ust=1691072609679148&usg=AOvVaw05ORC2O8bIh7KwaLBkFIOC
https://www.zawya.com/en/press-release/companies-news/visa-announces-the-visa-eco-benefits-sustainability-bundle-lji0okio
https://thepaypers.com/cryptocurrencies/ripple-opens-new-office-in-dubai--1262553
https://blog.bybit.com/post/unveiling-the-bybit-hq-a-message-from-ben-zhou-bltca01074aee65cde8/
https://thepaypers.com/online-payments/mastercard-partners-with-foloosi-to-launch-click-to-pay-in-uae--1262783
https://www.zawya.com/en/press-release/companies-news/paytabs-becomes-the-first-to-launch-reelspay-across-the-mena-region-to-elevate-social-media-sales-m6yca0fr
https://fintechnews.ae/14638/turkey/digital-turkish-lira-turkey-completes-first-cbdc-pilot-transactions/
https://thepaypers.com/cards/idex-biometrics-expands-biometric-payment-cards-in-turkey--1259773
https://thepaypers.com/online-mobile-banking/turkey-based-qnb-finansbank-rolls-out-account-aggregation-tool--1262022
https://webrazzi.com/2023/03/24/turkiye-is-bankasi-grubu-tarim-teknolojisi-imecemobil-tarim-platformu-elektronik-hizmetler-ticaret-anonim-sirketi/
https://webrazzi.com/2023/03/21/ak-yatirim-kripto-para-alim-satim-platformu-stablexi-satin-aliyor/
https://egirisim.com/2023/05/26/architechtten-uctan-uca-odeme-sistemi-urunu-boacard/
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* The Egyptian Financial Regulatory Authority (FRA) in collaboration
with the Egyptian Exchange (EGX) announced the launch of Corbeh
— a platform for startups to transform the Egyptian capital market
and the non-bank financial sector.

* Egyptian fintech Copal has launched the country's first payments
and expenses management app for families. This service allows
parents to control kids' funds and easily track and manage their
finances. In addition, that can be a simple financial education tool
to help kids learn how to manage money and savings as well as give
back to the community.

* Dubai-based fintech Qashio is partnering with Alinma Bank to
offer spend management services to customers in Saudi Arabia.
* Regtech provider Konsentus establishes its MENA regional base
in the KSA to provide open data infrastructure and services
to regulators and financial services providers.

Trends in the Middle East

Trend #1: Rapid Growth in Digital Payment Solutions

* Saudi Arabia is moving away from cash and toward a more digital
payment landscape. Digital wallets continue to gain share in
ecommerce. The wallet market is led by domestic offerings such as
STC Pay and mada Pay from Saudi Arabia’s Ministry of Finance.
Consumers in the UAE prefer cards. They remained the majority
payment method in e-commerce in 2022, with credit cards
accounting for 41% of transaction value and debit cards
representing 11%. Wallets are the second-leading payment method
behind credit cards online, accounting for 24% of transaction value
in 2022, up from 23% in 2021.

* The KSA, UAE and Bahrain are the leading real-time payment
markets. The KSA is the biggest market when it comes to real-time
transaction volumes, Bahrain leads in terms of consumer adoption,
and UAE is launched as the national Instant Payment Platform is
expected to turbo charge real-time payments growth. Other
countries, including Qatar, Kuwait and Oman, are expected to launch
domestic real-time schemes soon. Real-time transactions in the
Middle East will grow from $675 mn in 2022 to $2.6 bn by 2027 -
a CAGR of 30.6%.


https://www.zawya.com/en/business/fintech/egypt-launches-first-center-to-support-innovative-non-banking-fintech-solutions-fa873l21
https://www.corbeh.com
https://www.finextra.com/newsarticle/41806/egypts-copal-launches-money-app-for-families/payments
https://qashio.com
https://www.google.com/url?q=https://www.fintechfutures.com/2023/03/qashio-taps-alinma-bank-to-launch-operations-in-saudi-arabia/&sa=D&source=docs&ust=1691072912085694&usg=AOvVaw3y2OjdHETw__-QmrOlgYBf
https://www.konsentus.com/press-releases/konsentus-launches-in-middle-east-and-north-africa/
https://www.fisglobal.com/en-gb/global-payments-report
https://thefintechtimes.com/middle-east-is-the-fastest-growing-real-time-payments-market-in-the-world/
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Trend #2: Building One of the Biggest Crypto hubs in the World

The MENA region is quickly becoming a hotbed for cryptocurrency
adoption — from DeFi to NFT, the use cases for crypto are diverse.
MENA-based users received $566 bn in cryptocurrency from July 2021
to June 2022, 48% more than they received the previous year.

This growth can be attributed to several factors: consumers using
digital assets for savings preservations and payments remittance, and
the region has more favorable crypto regulations. For example, digital
assets lure inflation-weary Egyptians and Turks. So Turkey has the
highest ownership of digital currencies = 27.1%. The most developed
and biggest fintech market - UAE ranks only seventh place with 19.6%
(Exhibit 10).

Exhibit #10. Penetration of crypto ownership in different countries.

Rise in crypto ownership

Share of internet users aged 16 to 64 who own some form of
cryptocurrency in the July-Sep period. The 15 countries with the highest
share of crypto users in July-Sep 2022 are depicted in the chart.

July-Sep2021 July-Sep2022

I, 27.1%
N 23.5%
I 23.4%
I 21.9%
I 20.6%
I 20.1%
I 19.6%
B 19.0%
I 16.5%
I 17.6%
I, 1.5
I 16.8%
B 156%
B 153%

I 11.9%

10.0% 15.0% 20.0% 25.0%

Source: GWI research | Reuters May 1, 2023 | By Sumanta Sen.


https://www.google.com/url?q=https://www.zawya.com/en/world/middle-east/mena-tops-world-in-crypto-adoption-vcm1eo4s&sa=D&source=docs&ust=1691072991510513&usg=AOvVaw2y1LGeQ15c6ImA2eBtHXro
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However, the UAE (specially, Dubai) wants to become a global hub for
crypto startups and companies. The UAE’s crypto ecosystem continues
to grow at an unprecedented rate, with over 1.8k companies and more
than 8.6k people employed to driving the crypto, blockchain, metaverse,
and Web3 ecosystem of the UAE as of Q12023 (even one of the
biggest crypto company Coinbase considers UAE for its international
hub (Exhibit 11).

Exhibit #11. UAE’s crypto hub.
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Some of the authorities of countries in the Middle East are also
interested in Central Bank Digital Currencies (CBDC). For example,
CBUAE unveils CBDC strategy in collaboration with R3, G42 Cloud and
Clifford Chance. The first phase of the Digital Dirham is expected to be
completed over the next 12 to 15 months. These include initiating
real-value cross-border CBDC transactions for international trade
settlement, proof-of-concept work for domestic CBDC issuance
covering wholesale and retail usage.

The Middle East also attracts a lot of global crypto companies. Crypto
exchanges such as Binance, Bybit and Crypto.com are making moves
to Dubai. They have all also received licensing by Dubai Virtual Assets
Regulatory Authority (VARA).



https://cryptooasis.ae/ecosystem-report-2023/
https://www.google.com/url?q=https://www.reuters.com/technology/coinbase-considers-uae-potential-international-hub-2023-05-08/&sa=D&source=docs&ust=1691073035897663&usg=AOvVaw1DU2igj4S2Cp6nMhx0tQov
https://www.centralbank.ae/media/lpoilyue/cbuae-launches-the-central-bank-digital-currency-strategy-the-digital-dirham-en.pdf
https://www.dwtc.com/en/free-zone-virtual-assets/
https://www.dwtc.com/en/free-zone-virtual-assets/
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Trend #3: Cross-Border Payments Platform Supporting Migrant
Workers

This is a vital category for the financial ecosystem in the Middle East
region. For example, in Saudi Arabia and the UAE, migrants make up
a large share of the unbanked population. Because of this, they rely
heavily on exchange offices with high fees and informal networks to
receive their wages and transfer household savings to support their
dependents back home. According to the World Bank, the UAE

and Saudi Arabia have become the world's second- and third-largest
remitters, transferring $43 bn and $35 bn overseas, respectively,

in 2020.

Hubpay

UAE-based Hubpay is an example of the fintech startup targeting

this segment. The company is developing a service that enables people
to make transfers and payments to friends and family in different
countries.

Trend #4: Various Payment Solutions for SMEs and Merchants

An increasing number of SMEs are adopting digital solutions by fintech
companies. Businesses think to improve their business operations,
accepting growing digital payments to set up online sales or get access
to capital - the financial gap for SMEs is a serious problem around the
world, and the Middle East is no exception.

Digital services for B2B transactions, lending and financial operations
such as invoicing, employing benefits, tax payments, HR and legal
support are actively developing. For example, Paymob is among the
most-funded fintech startups in the Middle East and the region has
scaled businesses such as Tarabut Getaway, Beehive or Bayzat.

Trend #5: the Middle East is Experiencing to rise an ecosystems
and superapps

Successful superapps and ecosystems can come in the form

of e-commerce marketplaces, delivery apps, or food delivery apps,

but another key characteristic of a full-fledged ecosystem and superapp
is the inclusion of payment and credit solutions that the traditional
banking sector has not offered to audiences. In this way, they fill gaps

in the developing world's financial system. They seek to create their own
payment offerings to lock users into the ecosystem and optimize
value-added offerings. The Middle East region has a range of different
fintech companies and banks that are trying to provide a range of digital
services or heading in this direction (Exhibit 12).


https://www.arabnews.com/node/1858501/business-economy
https://fastcompanyme.com/impact/small-and-medium-businesses-are-vital-to-the-middle-east-how-can-they-grow/
https://www.cgap.org/blog/how-are-fintechs-tackling-arab-worlds-123b-sme-finance-gap
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Exhibit #12. Example of ecosystem in the Middle East.
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Trend #6: Neobanking
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According to global definition, necbanks purely operate in digital. In
other points, neobanks lack physical footprint in comparison with
traditional. Neobanks are playing a key role in the Middle East, given
the huge share of the unbanked population. They are also more open
to customers, requiring more flexibility and ease of use. The Middle
East is a more unique way of developing digital banking. The market
has two different type of digital banking models:

* First, traditional banks have somehow launched their own neobanks
or acquired them. Examples include in the Middle East such as
Weyay, a fully digital, youth-oriented bank by National Bank of
Kuwait, Liv by Emirates NBD, Mashreq NEO by Mashreq Bank or
Turkey’s Tosla through its AkOde subsidiary of Akbank (Exhibit 13).

* Second, there are also independent companies. Some of them
partner with banks to operate via the bank’s license — Now Money

with Commercial Bank.



Exhibit #13. Example of leading digital banks in the Middle East.
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Trend #7: the Middle East is Ripe for BNPL Uptake

One of the recent trends in fintech initiatives is “Buy Now, Pay Later”
(BNPL). This financial service provides customer opportunities

to purchase goods, mitigating the financial burden. The region

is experiencing growth in the number of BNPL players. Domestic
companies such as Tabby, Cashew and Tamara are now well positioned
to drive this growth and are attracting significant investment from
investors. Their success can prompt other players to enter this market
and offer similar services. But its use in the region is currently still in its
infancy compared to Europe. According to the FIS, BNPL's market
share in e-commerce payments was about 1-2% in Saudi Arabia

and the UAE in 2022 (Exhibit 14).

Exhibit #14. Comparison BNPL penetration.
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red_mad_robot is a digital partner for major businesses

in the fields of fintech, telecom, retail, insurance, e-commerce,
medicine, and industry. The expertise of red_mad_robot covers
the entire cycle of creating digital products: from conducting
market research and consulting to direct development and
launch on the market. The company creates marketplaces,
ecosystems, mobile applications, and web portals for millions
of people, as well as supports technological startups.

Contact us

LinkedIn

Instagram
redmadrobot.com

hi@redmadrobot.com
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