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Executive Summary

Fintech has been one of the hottest sectors in the Kingdom of Saudi Arabia (KSA), as reflected by deal
volume during 2018 and 2019. The increase in deal activity is not only due to innovative financial solutions
but is also a result of customer demand for simpler products and services. KSA has been one of the most
expensive markets for financial services, and we expect the Fintech sector to churn out new and
innovative solutions providing consumers better value for money.

Despite the immense demand in the market, the Saudi Fintech industry is still at a nascent stage with
regard to infrastructure and regulatory framework. Regulatory authorities SAMA and CMA are working
rigorously to provide opportunities for Fintech startups to commercialize and expand. KSA’s Vision 2030,
aimed at diversifying the economy from oil to advanced technologies, has increased awareness and the
drive for digitalization. In addition, both public and private investment funds (PIFs) have made substantial
investments in supporting and developing the Fintech ecosystem in KSA.

Payments/remittances segment has received the lion’s share of funding in Fintech, a trend consistent with
that in other regions of the world. However, innovative lending and business solutions are slowly bridging
the gap.

The Fintech wave seems to be following a growth trend seen earlier in Ecommerce and mobility startups
and, as such, is in a comparatively early stage; however, it certainly has massive potential to attract
substantial investments and overshadow other technology sectors.

Bharat Ramnani
Practice Lead — Valuations and Financial Advisory
Aranca
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We are pleased to present the first edition of
the Aranca KSA Fintech Report.

In this report, along with a brief overview of
the Fintech industry across the globe, we
have discussed the history and progress of
the sector in Saudi Arabia, regulatory
framework, drivers and challenges, and
insights on existing Fintech companies in the
country.

We believe that Saudi Arabia is poised to
become the next Fintech hub of the GCC
region, considering the efforts of the
government and Fintech companies.

We hope this edition is an informative read

and provides interesting insights.
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History, sub sectors, global and MENA funding landscape



What is Fintech?

= Financial technology, also known as Fintech, is essentially an economic industry. It comprises innovative companies that
leverage technology to improve financial services in terms of efficiency, customer experience or simplification of processes.

= |tis inherently difficult to define Fintech, primarily because definitions change over time. Alternatively, traditional banking
organizations have been hindered by legacy operating systems, coupled with limited capacity to innovate, agility and technology
expertise.

R

= Broadly, any company using the Internet, mobile devices, software technology or cloud services to perform or connect with
financial services falls under the broader categorization of Fintech. Many Fintech products are designed to connect consumers'
finances with technology for ease of use, although the term is also applied to business-to-business (B2B) technologies as well.

Lretel

= |[nitially, Fintech referred to technology that was applied to the back-end systems of banks or other financial institutions, but now
the scope has broadened to encompass a plethora of other applications that are more consumer-centric. In 2020, it is possible to [ ]
manage funds, trade stocks, pay for food or manage insurance through this technology (and often on your smartphone). The - =
driving force behind financial technology varies from project to project, application to application.
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Evolved Significantly over the Last Two Decades

DD DI

é

William Porter, created
TradePlus, which kickstarted
the online brokerage
investment revolution and
quickly started driving down
the cost of online trading.
The company was
reorganized as E*Trade
Group in 1994.

Wells Fargo became the first
bank to offer an online
checking account.

The financial crisis of 2008,
which left the global financial
system on the brink of a
systemic collapse, can be
viewed as the turning point
for Fintech.

Google introduced Google
Wallet, which enabled users
to make purchases from their

mobile phones, using the

NFC technology. Apple
launched a similar app, Apple
Pay, in 2014.

On January 13, 2018, after
more than two years of
planning, the Payment

Services Directive 2 (PSD2)

arrived in Europe, forcing
banks to open their APIs to
Fintechs for integration.

Ant Financial raised $14bn in
the world’s largest-ever
fundraising by a private

company at the time.

Fintech was the original
name of the Financial
Services Technology
Consortium, a project

initiated by Citicorp. The

objective was to change the
image from resisting
technological collaboration
with outsiders to welcoming
such initiatives.

The first virtual banks,
without physical branches,
emerged. ING Direct was
launched in Canada, as a

subsidiary of the ING group.

Version 0.1 of Bitcoin SW
was released. It included a
Bitcoin generation system
that would create a total of 21
million Bitcoins through the
year 2040.

Peer-to-peer (P2P) lending
increased rapidly worldwide,
especially in China. However,

June 2017 onward,
regulations increased due to
a decline in asset quality and

increase in frauds. Other
countries followed suit and
have tightened the
regulations governing online
lending since then.

The sector witnessed the
largest M&A deals - FIS
acquired Worldpay for
$33.5bn, Fiserv merged with
First Data, in a $22bn deal
and Global Payments’
merged with Total System
Services in a $21.5bn deal.

Another milestone for 2019
was the birth of 24 unicorns
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Essentially an Amalgamation of Diverse Product Offerings

Payments Capital Markets Personal
Finance
__________________________________ . - en En s e es es Es Es e e
Companies providing money Companies providing loans or Companies providing portfolio Companies offering budget
transfer and payment solutions marketplace for lending, working management, financial data and management apps, expense
(systems, wallets, credit cards, capital and any other type of analytics, trading or brokerage trackers, financial literacy apps,
etc.) at point of sale or POS business financing, crowdfunding, services, investment etc.
P2P lending, etc. management, etc.
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Favorite Among Investors Globally Over the Years

Global M&A, VC, and PE deal landscape

Capital Invested (US$ bn)
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Since 2014, Fintech has been the most active sector compared to other technology sectors such as e-commerce, HealthTech and
AdTech.

Growth in Fintech has facilitated the development of e-commerce as consumers, sellers and platforms have benefited from the
simplification and integration of the payment infrastructure.

Source: Pitchbook
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Stellar Growth in Fintech Funding in MENA

MENA Fintech Deals

7
48
37
28
18
2015 2016 2017 2018 2019
—8— Number of Fintech Deals
MENA Fintech Funding Mix
2%
4% 0 0% 2%
20% 5% 17%
22%
91%
71% 71% 61%

2015 2016 2017 2018 2019

m Early Stage Series A = Series B Late Stage

Source: MAGNITT Intelligence
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Number of deals in the Fintech space has grown
over four times in the last five years. Fintech is one
of the most heavily funded spaces in MENA owing to
the growing need among financial institutions to
upgrade technology in order to enhance customer
experience, such as real-time payments, multi-
currency transfers, and automated processing fraud
management.

Governments in MENA countries have recognized
the dependence on the economies on cash. Aiming
to transition to a digital economy and draw investors
to this space, regulatory authorities are increasingly
supporting Fintech firms by coming up with favorable
policies.

Fintech has received significant interest from
accelerators looking to invest in promising startups
as well as banks looking to partner with capable
fintech companies that can enhance their technology
and customer experience.



Many Fintech Companies Globally have Leveraged the COVID-19 Crisis to their Advantage ... (1/2)

________________________________________________

BenefitPay

BenefitPay, a digital wallet in Bahrain, recorded 1257% growth in the
number of remittance payments through its Fawry+ app in March
2020.

-

________________________________________________

________________________________________________

~
s

Paytm, an e-commerce payment system in India, rolled out a
Covid-19 insurance policy in collaboration with Reliance General
Insurance to provide health insurance coverage to take care of
most expenses that a Covid-19 patient might have to incur.

—

T T T wwS>

Source: News Articles
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@ yallacompare

YallaCompare, a financial comparison platform in UAE, entered a
partnership with AXA Green Crescent Insurance Company (GCIC) to

|
1
1
1
1
1
1
1
1
1
1 . = o
i Sell online life insurance products.
|

.

-

________________________________________________

________________________________________________

ClioNsigital

BUILDING DIGITAL BANKS

Aion Digital, a digital bank in Bahrain, collaborated with Qarar to
increase the growth of digital lending in the Middle East region
amidst global crisis.

.

________________________________________________



Many Fintech Companies Globally have Leveraged the COVID-19 Crisis to their Advantage ... (2/2)

________________________________________________

~
e

Aye Finance, a lending platform in India, raised Rs 180 crore in debt
funding from leading lenders from India and abroad to address the

|
1
1
1
1
1
1
1
1
1
1 - . . . . . . . . .

: credit requirements of micro enterprises durlng this financial crisis.

-

-

________________________________________________

________________________________________________

PhonePe, a digital wallet in India, launched Corona Care, an
insurance policy in partnership with Bajaj Allianz General
Insurance with a cover of Rs 50,000 for a person aged under 55
years applicable at any hospital offering COVID-19 treatment.

—

T T T wwS>

Source: News Articles
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________________________________________________

Stripe, an online payment processing platform in the US, raised $600
million to enhance its online payment infrastructure to help customers
make and receive payments efficiently during the current pandemic
\ Situation.

e

________________________________________________

________________________________________________

~
7’

mastercard

Mastercard, a global payment and technology company based in the
US, partnered with DP World to digitize port ecosystem payments

|
1
1
1
1
1
1
1
:
1 a o o .
! enabling cargo owners and small businesses pay their freight costs.

.

________________________________________________



While some Fintech Companies are Facing the Heat due to the Pandemic...

————————————————————————————————————————————————

Revolut, a UK based digital bank, laid off 60 employees during the
COVID-19 pandemic.

-

________________________________________________

————————————————————————————————————————————————

’-‘ KueskKi

Kueski, a micro-lending platform in Mexico, laid off approximately
90 employees due to the current pandemic situation.

—

T T T wwS>

Source: News Articles
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~
-

CADRE

Cadre, a real estate investment technology platform, laid off 28

|
|
|
|
|
|
:
: employees i.e. 25% of its workforce.
|

|

|

.

-

________________________________________________

————————————————————————————————————————————————

~
7’

significant number of employees and discontinued its operations in
India.

.

|
|
|
:
|
' Kabbage, an online lending platform in the US, laid down a
|
|
|
|
|

________________________________________________
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Saudi Arabia Lagging Behind Other Nations in Digitalization of Financial Services

Saudi Arabia still depends primarily on cash transactions Only 16% of the population owns a credit card
Non-cash transactions? as a percentage of total payments (2016) Credit card ownership (percentage of population above 15 years) (2017)
9
3 3
— —
Singapore China Turkey KSA MalayS|a Indonesia Israel Turkey Bahrain Kuwait Jordan
Source: Financial Services Development Program Charter Source: Global Findex Survey 2017, World Bank

Saudi Arabia is in the process of creating a Fintech ecosystem with the active support of regulators.

= Under its Financial Services Development Program (FSDP), the government aims to transform the economy from being heavily dependent on cash
to cashless:

+ Open the financial services sector to Fintech to stimulate innovation and growth: The government has undertaken various initiatives in this
regard.

» Increase the percentage of non-cash transactions?! to 28% by 2020 and to 70% by 2030: The proportion had already increased to 36% at the
end of Q3 2019.

Note 1: Number of card based, electronic and ACH transactions. Source: SAMA
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Investment in Fintech: A Key Theme Under Economic Diversification (1/3)

Fintech innovation (under the FSDP) is part of Saudi Crown Prince Mohammed Bin Salman’s Saudi Vision 2030 to transform
(and thereby modernize) the Saudi economy from being dependent on oil to driven by technology.

Relevant Government Entities

* The Saudi Arabian Monetary Authority (SAMA) is the central bank of the Kingdom of Saudi Arabia.
= It regulates companies providing banking, financing and insurance services.

1’"1__1]111” [_tjf] il @ H a

v

The Capital Markets Authority (CMA) regulates activities related to the capital market and securities.

DR R - .
RIS (F )
Saudi Arabian Monetary Authority &f‘_’lj
‘ Capital Market Authority .

shea¥y 55l 35159

Ministry of Commerce and Investment

S~
k)
Py oo ®
sl

The Ministry of Commerce and Investment (MCI) governs the commercial sector in KSA; it sets polices, is responsible for
commercial regulation, supervises the market, and issues licenses.

v

monsha'at

= The Saudi Arabian General Investment Authority (SAGIA) provides investment licenses to international investors.
T Jlatiw\l aolell afiall

} = Monshaat regulates the entrepreneurial ecosystem and supports, develops and caters to it as per the best practices.
™G General Investment Authority }

= |talso providesthe necessary support international investors need in complying with governmental procedures for
establishing a company in KSA.

i1 dranca 13



Investment in Fintech: A Key Theme Under Economic Diversification (2/3)

Key initiatives and actions undertaken by SAMA

= Launched Mada = Launched Ripple = Launched Fintech = Launched its = Granted permits = |nstructed banks to provide POS = |ssued draft

Atheer, a Financial Saudi initiative in regulatory Sandbox to to 14 Fintech service through mada, to car regulation governing
contactless Technology collaboration with test new digital companies to workshop owners the provision of
payment service for Progr_am to support CMA solutions join its Sandbox « Established Saudi Payments payment services in
oty vaJu_e Saudi Ar_ab|an = Launched Esal, a = |naugurated Tanfeeth Company to transform KSA into a KSA

transactions (SAR banks with cross- digital invoicing (Enforcement) Program less cash-driven economy = Issued payment
100 or less) border payments service provider

payment platform
for government
entities and

to integrate
technological systems
of government and

= Signed MoU with DFSA for
mutual cooperation in banking
and insurance supervision

licenses to STC Pay
and GEIDEA

technology

= Entered into an
agreement with the
Central Bank of the
UAE to jointly
develop a
blockchain-based
system and a
cryptocurrency
Aber

= Allowed banks to
enable e-payment
through mada
(debit) cards for
online shopping
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businesses

= Signed an
agreement with the
Ministry of Finance
to activate
electronic
transactions

banks in KSA

= Signed an MoU with
the CMA to establish
Fintech Saudi Hub at
King Abdullah
Financial Center

= Entered into an
agreement with
Vocalink and IBM to

develop a new instant
payments system, to

be launched at the
end of 2020

= Announced that
online bank
accounts for
individuals had
been opened
successfully, along
with e-KYC data
update

Presented draft
regulations for
‘Payment System
and Services in the
Kingdom’ for public
feedback

= |ssued ‘Additional
Guidelines and Criteria for
Digital-Only Banks in Saudi
Arabia’

= |ssued Payment Service
Provider licenses to Bayan
Pay and HalalaH

= Granted direct licenses to
new payment companies
Noon Pay and Careem
Pay

14



Investment in Fintech: A Key Theme Under Economic Diversification (3/3)

Key initiatives and actions undertaken by the CMA and other regulatory authorities

= Fintech Lab launched by CMA - = Fintech ExPermit opened for = Plans announced by Monshaat to = Fintech ExPermit granted by the
Financial Technology second batch of applications set up a new platform to support CMA to Buthoor Solidarity,
Experimental Permit (Fintech Fintech firms seeking finance Emkan Alarabiya Company and
ExPermit) Afaq Company

= Fintech ExPermit granted by the = Fintech ExPermit granted by the = New regulations from the SAMA, = Fintech ExPermit opened for third
CMA to equity crowd funding CMA to FALCOM Financial MOMRA and MCI making it batch of applications
companies Scopeer and Manafa Services Co, an equity mandatory for fuel stations to
Capital crowdfunding company provide POS devices and accept

mada card payments

= Fintech ExPermit granted by the
CMA to Wahed Capital and
Haseed Invest to experiment with
robo-advisory service

i1 dranca 15



Role of Public and Private Investment Funds in Supporting Fintech Investment Ecosystem

e ‘Investors a ‘Short Description

= Public Investment Fund (PIF) is KSA’s sovereign wealth fund, with planned investment value of $2.0 trillion. It is central to
the government’s efforts to diversify the economy under Vision 2030.

= PIF partnered with Japan-based Softbank to launch a $100.0 billion investment fund Softbank Vision Fund 1, focused on
technology sector.

= Italso launched a SARA4 billion (~$1.1 billion) fund of funds, Jada, to investin startups and SMEs?.

investment programs.

= The program is aimed at developing strategic partnerships with entrepreneurs and tech companies, providing solutions
and support in the field of financial technologies, and creating new industries and innovative business models.

= Saudi Venture Capital Company was established by the governmentin 2018 to minimize current equity funding gaps for
startups by investing SAR2.8 billion (~$750 million)*

e 2! = |t has invested in Fintech startups Hyper Pay and Qoyod in Saudi Arabia.

Saudi Venture Capital Company

= Waed Ventures is the entrepreneurial venture capital arm of Saudi Aramco.

= |t offers financial support (loan financing, seed fund and venture capital), guidance and tools to promote entrepreneurship
and encourage the development of technology and innovative businesses in the Kingdom of Saudi Arabia.

} » Riyad Bank invested SAR100 million ($26.7 million) in its newly launched Digital Partnerships Program, a Fintech startup

[

L ]
500 T TR TP
_ Jl-ni-n{:‘j RT Tec:HI |f'|'llVBS'!ll' ﬁm R A ED m \-"’Q].NET

Source- Note 1: Softbank Company Website Note 2: Public Investment Fund website Note 3: Riyad Bank Press Release Note 4: Saudi Venture Capital company website
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Fintech Saudi

Fintech Saudi: A Government Initiative to Transform KSA into an Innovative Fintech Hub

Fintech Saudi was launched by the SAMA in collaboration with the CMA to boost the development of the financial services technology
industry in Saudi Arabia, in line with the goal of transforming the Kingdom into a global Fintech hub.

Fintech Saudi supports the ecosystem... ... through various means and activities

) ) Communication
= Supports development of infrastructure required by

Fintech industry = Spreads awareness and guidance related to Fintech

through website, social media, podcasts and reports

Events

= Organized Fintech Tour 18 and 19 to spread
knowledge and encourage entrepreneurship

= Assists in building skill and knowledge required for the
growth of Fintech activity

= Tour includes events and activities hosted by Fintech
Saudi’s Partners across Saudi Arabia and GCC
regions

Initiatives

= Takes initiatives to support and encourage the growth
= Supports entrepreneurs at every stage of % X of the Fintech industry in Saudi Arabia

development of their Fintech startup = Include creation of Fintech accelerators space and

other supporting infrastructure, and measures to
attract international talent

Has 47 members, 54 partners and has impacted 8,000+ individuals through its initiatives?

Source: Saudi Arabian Monetary Authority
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Fintech Companies Operating in KSA are Members of Saudi Fintech

Fintech Saudi

Payments & Remittances Technology

98\ 3tecn ‘-l" HalaloH |~ h 1 | geldec
y
& <,
M. neuwes  Telr sterr O Ji
E PayTabs Xpay Network > '{/II’WHy Alinma Pay
"aylab Al

DirectFN
SURE

BrightWare

SmartStream

- a = ™~ K3
Tammwel NADHARAH / S ot
Wpsa q C I aLad)dnia
FORUS I b %B”thoor RS

Wahed \I s

codelab

abig L O
“) Qoyod

B Saudi Arabia Kuwait

= Egypyt

Africa

Note: Please refer to the Appendix section for detailed description of the companies

i1 dranca

18



SandBox
SAMA’s Regulatory Sandbox

Regulatory Sandbox is a controlled environment where firms will be able to test their solution for a specified time period. After
successfully testing the solutions, firms will be granted licenses to take their new solutions to market based on the guidelines defined
by the SAMA.

1 | Objective

The aim is to attract local and international Fintech businesses looking to offer innovative technologies for the delivery of
new financial products or services in KSA.

2 | Assistance

SAMA would provide assistance to innovators in testing their technologies, using the following tools:
= Sandbox license provided to non-licensed startups or firms for allowing them to test

= Guidance in interpretation of the SAMA'’s regulations applicable to the companies
= Waivers or modification of regulations for companies testing their solutions (only if consumer protection is not
impacted); for example, relaxation of capital and liquidity, credit rating, board composition, license fees requirements

i1 dranca 19



Regulatory
SandBox

Sandbox License Provided to Firms Developing Innovative Products in Financial Services

Areas that are not regulated

= Aggregation of publicly available financial

information
] = Business tools
Services and Products Allowed
= Back-office bank operations
= E-wallet services = Enhancing bank’s customer experience
= P2P transfers and purchases through QR = Personal management

codes License Not

Required = Regulation technology (RegTech)

= Direct international transfers through
financial technology companies

= Aggregators of POS devices, SADAD bills,
SADAD account and mada online

=  Gamification

= Crowdfunding platforms

Not Disqualified Offerings

Currently
= E-payment services and payment services Tested Allowed . N .
¢ P yh | pay = Solutions that do not add significant material
or schools o . .
value to similar solutions already available
= Exchange services in KSA

= Technologies that are not sufficiently mature

= Technologies for which testing plans have
not been developed adequately

= Technologies not intended to be
subsequently deployed in KSA

i1 dranca 20



Regulatory
SandBox

Sandbox Process Lifecycle: Four Stages With a Duration of Nine Months

The SAMA’s Sandbox
follows a two cohorts a
year approach.

Sandbox
Window Opens

START

Stage 1:
Application

Innovators need to submit their
completed applications to the SAMA
within 30 days.

The SAMA takes 60 days to
evaluate the application.
A Letter of Acceptance (LoA) is
issued if the innovator is accepted
into the Sandbox.

Stage 2:
Evaluation Exit

A full license to deploy the
technology on a broader scale
is issued by the SAMA if a
company successfully
graduates the testing period.

Stage 4:

[=

Stage 3:

Testing

Innovators are given six months
from date of receipt of LOA to test
their technology in the Sandbox.

i1 dranca

21



Regulatory
SandBox

Graduation From Sandbox Followed by Licensing

The SAMA drafted the regulations for provision of payment services in January 2020, and issued the Payment Services license to four
entities in February 2020.

Execution of payment transactions, including (a) transfers of funds and (b) where the funds are
covered by a credit line

Issue of payment instruments, including issuance of payment orders and processing payment
transactions

Issue of electronic money through e-wallets (or otherwise)

Services under
the purview of
Payment
Services
Provider (PSP)
license

Acquisition of payment transactions, including accepting and processing transactions by
transferring funds to payee

Remittance of money within or outside KSA

Services enabling cash to be placed on or withdrawn from a payment account and the operation
of a payment account

Payment initiation services meaning online service to initiate payment request

Account information services meaning online services to consolidate and present account data of
users

Any other activity designated by the SAMA as a payment service

i1 dranca 2



Regulatory
SandBox

Requirements for PSP Licenses

Four types of PSP licenses can be issued to payment institutions and electronic money institutions.

Payment Institution License (PI) Electronic Money Institution License (EMI)

Particulars

Payment Institution License is applicable for payment Electronic Money Institution License is applicable for
Applicability service providers that provide one or more payment payment service providers that offer
services, except issuing electronic money. electronic money services.
Initial Paid-up equity capital of Paid-up equity capital of Paid-up equity capital of Paid-up equity capital of
SAR 1 million SAR 3 million SAR 2 million SAR 10 million
Minimum
Capital
Requirement Higher of: Higher of:
(a) Initial capital (a) Initial capital
ondoin Equal to the initial capital requirement, or Equal to the initial capital requirement, or
going requirement (b) 1% of average monthly requirement (b) 2% of total average
payment transaction outstanding electronic
volume money
HIECIEE [BUENEE| 5D B3 [Pl SAR 20,000 SAR 50,000 SAR 20,000 SAR 50,000
after Approval of Application
Security Deposits Required 5% of capital required on an ongoing basis in (a) cash, or (b) investments in secure and liquid assets (which should be
before Approval acceptable to the SAMA)
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Deal Activity of Fintech Startups Operating in Saudi Arabia (1/2)

Fintech funding activity in KSA in last 3 years

Verticals Deal Post Money
Size ($M) Valuation ($M)
1 May-18  geideq Geidea Ié 266.17 Buyout/LBO 266.17
Yoo
2 Jun-19 @ Most Caffine 50.00 Private Equity -

3 May-17 E PayTabs PayTabs 20.00 Early Stage Venture Capital -

4 May-17 -I-er Telr [é 3.70 Early Stage Venture Capital -

/4
5 May-18 SURE Sure “‘./ »‘" 2.60 Later Stage Venture Capital -

L
Blockchain ﬂ"w Business Solutions

Source: Pitchbook
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Deal Activity of Fintech Startups Operating in Saudi Arabia (2/2)

Fintech funding activity in KSA in last 3 years

Deal

Verticals Size ($M) Deal Type

Post Money

Valuation ($M)

6 May-19 g Bayan Payments [é 2.80 M&A -
7 Mar-18 Rain [é 0.98 Angel -
8 Jul-17 Vapulus [é 0.30 Seed Stage Venture Capital -
9 Sep-17 Vapulus [é 0.25 Seed Stage Venture Capital -
10 Feb-19 HABENS Hafezah ﬁv*»ﬁ, 0.13 M&A 1.33
ohde
Ié Payments Blockchain i’ "w Business Solutions

Source: Pitchbook

i1 dranca

25



_ Fintech Future

Saudi fintech: Opportunities, challenges, outlook

o



Saudi Fintech Sector Poised to Flourish Despite Certain Roadblocks

~/
L
i Fintech Landsc®®”
O
XL
>
&) Cyber Economic \ I_II__I
g Regulatory Threat Slowdown =
o Framework Technological Low Cashless %
(= Favorable Vision 2030 ‘Cashless’ Infrastructure Penetration (7]
Demographics Targets
Funding Changing Banking
Support Ecosystem
Digital Currency King Abdullah Financial
Partnership District I
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Pro-Fintech Environment in Saudi Arabia

Regulatory Framework Favorable Demographics
The SAMA and government are working to create favorable With 2.2 million youngsters between 15 and 19 years of age and
business conditions for Fintech companies through over 20 million people below 35 years, Saudi Arabia’s young

initiatives such as regulatory Sandbox, Fintech Saudi, and .\\
Fintech Lab. This is in line with the goal of higher financial
technology integration under the Kingdom’s Vision 2030.

population indicates huge market potential. An added advantage is
that KSA’s internet and mobile phone penetration stands at 93%
and 116%, respectively.

Vision 2030 ‘Cashless’ Targets King Abdullah Financial District

Saudi Arabia’s Vision 2030 aims to achieve

70% cashless transactions, while current @ - — -
levels are less than 30%. These goals

indicate strong demand prospects for

payment companies.

Establishing a financial districtin Riyadh that will
focus on encouraging Fintech activities depicts the
Kingdom's dedication toward integrating Fintech
extensively.

Funding Support Changing Banking Ecosystem

With the relaunching of the world’s largest
sovereign wealth fund, Saudi Arabia’s PIF, along
with Softbank, has set up $100 bn for investments
in the technology space, which is expected to

As the financial industry in Saudi Arabia undergoes a
paradigm shift, banks acknowledge that in order to
stay competitive they need to cater to changing
customer needs. Accordingly, they are adopting new

boost Fintech funding activity. Besides PIF, VCs, |‘ payment delivery modes and Shariah-compliant
accelerators and other financial institutions’ ® banking infrastructure by integrating with Fintech
interest in Fintech is increasing. For example, start-ups.

Riyad Bank recently set up a SAR 100 million fund Digital Currency Partnership

for Fintech startups. Saudi Arabia and the UAE have partnered to develop a digital

currency, Aber, for interbank usage. This is a big step for KSA
that previously deemed digital currency illegal.

Source: Data Reportal, The National, SAMA
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Challenges for Fintech Companies

= Companies in KSA have been highly vulnerable to cyber = Sharp decline in oil prices, subdued demand for oil owing
threats and lost considerable sums to such attacks. to the coronavirus outbreak, and nation-wide lockdown to
= Fintech companies need to address this issue to provide deal With the pandgmic have dimmed the outlook for
security to both consumers as well as businesses using economic growth in KSA as well as globally.
their platforms. = The Fintech industry is likely to feel the repercussions too

as the government’s focus will shift on curbing
unemployment from innovations.

= While the Saudi Arabian
government promotes Fintech
integration in different aspects of
finance, the infrastructure required
for growth is still in preliminary
stages compared to its other GCC
counterparts such as Bahrain, the
UAE and Abu Dhabi. For instance,
open APIs are only available in
Bahrain from all GCC countries.

= Currently, less than 30% of the
population uses cashless medium
of payments or owns a credit card.

= While Vision 2030 has an
ambitious goal of 70% cashless
penetration, transitioning to such
levels will require behavioral
changes in people and removal of
any stigma related to digital
payments.

Cyber
Threat

Economic
Slowdown

Low Cashless
Penetration

Technological
Infrastructure
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Saudi Fintech Sector: On the Road to Success

Conclusion

The three biggest advantages for the Saudi Fintech sector are regulatory support for the adoption of Fintech, Vision 2030, and favorable demographics.

The Saudi Arabian government and regulatory authorities are working toward spreading awareness about the advantages of incorporating Fintech in day-
to-day life. Several initiatives, such as the regulatory Sandbox, Fintech Saudi, and Fintech Lab, have been launched to help innovative entrepreneurs
establish and grow their businesses.

Saudi Arabia’s nascent Fintech industry already has over 40 startups. Given the country’s Fintech-business friendly environment, the number is expected to
grow manifold over the next few years.

Under Vision 2030, KSA aims to diversify its economy from oil-based to other sectors, with Fintech viewed as one of the core focus areas. Aiming to
transform 70% of the economy into ‘cashless’ by 2030, the Kingdom is evidently ready to do whatever it will take to become the next Fintech hub in the
GCC region.

From the perspective of adoption, Saudi Arabia has a favorable demographic profile. It has a young, technology-savvy population, the ideal target audience
for technology companies. Even traditional banks and financial institutions have recognized the importance of having cutting-edge technological systems
and enhancing customer experience; consequently, many banks in the region are partnering with Fintech startups.

There are challenges of course. Near-term concerns include the global economic slowdown due to the pandemic and the oil price war Saudi Arabia is
embroiled in currently, while long-term challenges include cyber threats that Middle Eastern countries have faced since a long time. The governmentand
companies need to address these effectively for a smooth transition to a Fintech-focused economy.

We remain bullish on the Saudi Fintech industry and believe it is poised to grow.
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Appendix 1: Fintech Companies Operating in Saudi Arabia (1/9)

Sub-sector Company Business Description

Banking and
Payments

Risk and Fraud
Management

Financial
Information &
Technology

Payments

POS Solutions

M zieon

DirectFN

. ‘J.’A\.el\‘l

Ateon is a solutions provider and systems integrator with focus
on blockchain and cyber security.

Circlys is a Saudi mobile app that aims to reduce the risk of
failure by helping users to manage their ROSCAs and to join
public ones.

DirectFN’s offers multiple software and IT-related services
such as desktop information workstations, transaction systems
and order management systems.

HalalaH is a digital payment platform for customers to
consolidate their payment transactions on one platform.

MarnPOS has developed a POS system for retail businesses.

Investment / Valuation

Last Financing: n.a.
Deal Date: n.a.

Last Financing:

Deal Date: n.a.

Last Financing:

Deal Date: n.a.

Last Financing:

Deal Date: n.a.

Last Financing:

Deal Date: n.a.

n.a.

n.a.

n.a.

n.a.

Location

Saudi Arabia

Saudi Arabia

United Arab
Emirates

Saudi Arabia

Saudi Arabia

Source: Pitchbook
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Appendix 1: Fintech Companies Operating in Saudi Arabia (2/9)

Sub-sector Company Business Description

Payments/Curre
ncy Exchange

BavonPay

Payments/Remit

tance "I Caian

Payments geidec
e
Funding/Crowdf @
di -
unding £aa Lm
\/
Payments g
MOYASAR

BayanPay offers online payment, e-wallets and other payment
services.

Digital Cash International Company is a Saudi company which
has an exclusive right for digital cash with Saudi Information
Technology Ltd.

Geidea develops and provides electronic payment systems
and financial technologies.

Manafa is a funding platform using which investors can invest
in emerging companies in the region and thereby diversify their
portfolios.

Moyasar offers ePayment solution. The company facilitates
detail reporting of business and assists in integration with
back-office systems.

Investment / Valuation

Last Financing: USD 4.63 mn
Deal Date: January 1, 2019
Post—money valuation: USD 4.63
bn

Last Financing: n.a.
Deal Date: n.a.

Last Financing: USD 266.17
Deal Date: May 7, 2018
Post—money valuation: USD
266.17 mn

Last Financing: n.a.
Deal Date: n.a.

Last Financing: n.a.
Deal Date: n.a.

Location

Saudi Arabia

Saudi Arabia

Saudi Arabia

Saudi Arabia

Saudi Arabia

Source: Pitchbook
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Appendix 1: Fintech Companies Operating in Saudi Arabia (3/9)

Sub-sector Company Business Description

Payments
Solution

IT — Workflow
Automation

Lending
Marketplace

Payments

Healthcare
Financing

N uRPAY

SmartStream

dioss [T]

Tammwel

Telr

Ry | WaY,

NADHARAH

The Nourpay Global Acquirer Platform helps merchants
connect with around 40 leading acquiring banks across 30

countries.

SmartScreen offers lifecycle management services for cash,
compliance and exception management. It also offers
reconciliations, trade finance and trade process management

as well as business consulting.

Tammwel is an online platform that links loan seekers to

commercial loan providers.

Telr offers an online payment platform including multiple
payment methods such as wallets, banking, debit cards and

credit cards.

Nadharah & Siha offers healthcare financing services to

applicants and partners.

Investment / Valuation

Last Financing: n.a.
Deal Date: n.a.

Last Financing: Undisclosed
Amount

Deal Date: May 20, 2012
Post—money valuation: USD
321.82 mn

Last Financing: n.a.
Deal Date: n.a.

Last Financing: USD 3.70 mn
Deal Date: May 1, 2017

Last Financing: n.a.
Deal Date: n.a.

Location

Saudi Arabia

United
Kingdom

Saudi Arabia

Dubai

Saudi Arabia

Source: Pitchbook
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Appendix 1: Fintech Companies Operating in Saudi Arabia (4/9)

Sub-sector Company Business Description

Crowdfunding

Payments

Payments

Payments

Accounting
Software

S{cray

O

tap

S\HyPER
"X PAY

«®Pg . O
4% Qoyod

Scopeer is a crowdfunding platform where entrepreneurs can
offer shares of startups to the public and collect investments
therefrom. It is authorized by the CMA.

STCpay is a digital wallet for digital payments through smart
devices.

Tap Payments offers an online payment & acceptance platform
for businesses.

Hyperpay has developed a digital financial platform for online
payment processing solutions.

Qoyod is an online accounting software for SMEs. Users can
issue invoices and manage expenses/budgets while
automatically recording corresponding journal entries.

Investment / Valuation

Last Financing: Undisclosed
Amount
Deal Date: August 13, 2019

Last Financing: n.a.
Deal Date: n.a.

Last Financing: n.a.
Deal Date: n.a.

Last Financing: Undisclosed
Amount
Deal Date: December 26, 2019

Last Financing: Undisclosed
Amount
Deal Date: August 28, 2018

Location

Saudi Arabia

Saudi Arabia

Kuwait

Saudi Arabia

Saudi Arabia

Source: Pitchbook
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Appendix 1: Fintech Companies Operating in Saudi Arabia (5/9)

Sub-sector Company Business Description

Payments E PayTabs
Lending Lendo
iﬁj}gg';j‘ Woahed
Lending . Kj—,‘,‘;’)’,c-':,i;”;ﬂ
Lending :o‘.’i’ﬁg ‘.

The company's online e-Commerce payment gateway is a
payment processing and fraud prevention service platform.

Lendo provides P2P crowdfunding and receivable financingin
Saudi Arabia.

Wahed Invest s a registered investment advisor that aims to
provide Shari’ah-compliant automated wealth advisory platform
to investors across the world.

AlRaedah Finance is a company specializing in financing small
and medium enterprises. It is licensed by the SAMA and
targets institutions and companies with daily/weekly/monthly
sales.

Forus is a lending marketplace using which investors can offer
alternative loans to SMEs.

Investment / Valuation

Last Financing: USD 20 mn
Deal Date: August 21, 2017

Last Financing:
Deal Date: n.a.

Last Financing:
Deal Date: n.a.

Last Financing:
Deal Date: n.a.

Last Financing:
Deal Date: n.a.

n.a.

n.a.

n.a.

n.a.

Location

Saudi Arabia

Saudi Arabia

USA

Saudi Arabia

Saudi Arabia

Source: Pitchbook
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Appendix 1: Fintech Companies Operating in Saudi Arabia (6/9)

Sub-sector Company Business Description

Payments

Lending

IT Consulting

Financial
Information
Aggregator

Restaurant
Technology

xPay

SLuisi

SURE

YR
\ creditly

xPay offers a finance platform to digitally manage payments
and financial transactions.

Sulfah.com provides online cash funding using an online portal
and mobile app.

Sure provides technical and consulting solutions to the public
and private sectors.

Creditly is an electronic financing brokerage firm licensed by
the SAMA.

Foodics’ cloud-based restaurant management system is aimed
at offering POS tools to manage restaurant functions.

Investment / Valuation

Last Financing: USD 0.25 mn
Deal Date: December 6, 2019
Post—money valuation: USD 0.24
mn

Last Financing: n.a.
Deal Date: n.a.

Last Financing: n.a.
Deal Date: n.a.

Last Financing: n.a.
Deal Date: n.a.

Last Financing: USD 4 mn
Deal Date: June 1, 2019

Location

Egypt

Saudi Arabia

Saudi Arabia

Saudi Arabia

UAE/Saudi
Arabia

Source: Pitchbook
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Appendix 1: Fintech Companies Operating in Saudi Arabia (7/9)

Sub-sector Company Business Description

Crowdfunding

% Buthoor

IT Software
Management BrightWare
Payments Network >

rational Payment Selutions

Telecommunicati
ons

Business
Automation
Solutions

codelab

Buthoor Solidarity enables investors to invest in shares in
SMEs and thereby contribute to their funding.

BrightWare provides IT solutions and services for clients in
Saudi Arabia, from identifying requirements to implementing
the appropriate solution.

The company provides a suite of technology-enabled payment
solutions to merchants and financial institutions, including
acquiring and processing services.

Skyband is a telecommunication and GSM provider in the
Middle East.

Codelab has developed technical solutions for process
automation for various sectors, including education, health, and
human resource management.

Investment / Valuation

Last Financing: n.a.
Deal Date: n.a.

Last Financing: n.a.
Deal Date: n.a.

Last Financing: USD 1.43 bn
Deal Date: April 10, 2019
Post—money valuation: USD 2.86
bn

Last Financing: n.a.
Deal Date: n.a.

Last Financing: n.a.
Deal Date: n.a.

Location

Saudi Arabia

Saudi Arabia

Dubai

Malawi,
Africa

Saudi Arabia

Source: Pitchbook
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Appendix 1: Fintech Companies Operating in Saudi Arabia (8/9)

Sub-sector Company Business Description

Financial
Solutions

Lending I

P2P Lending atadjdnio

RAQAMYAH PLATFORM

Lending

Website and App -1 -T
Development @ |—C||

@

Azm Saudi Arabia provides advanced services in building,
developing and integrating financial solutions with modern
technology.

Tamam offers individuals instant loan facility, eliminating the
need to physically visit a bank.

Ragamyabh is a regulated peer to peer (P2P) financing platform
offered by the SAMA.

Maalem Financing is a non-banking finance company (NBFC)
delivering Shariah-based finance services to individuals and
SMEs in Saudi Arabia.

Afaq Technologies offers development and design services for
mobile applications and websites.

Investment / Valuation

Last Financing: n.a.
Deal Date: n.a.

Last Financing:
Deal Date: n.a.

Last Financing:
Deal Date: n.a.

Last Financing:
Deal Date: n.a.

Last Financing:

Deal Date: n.a.

n.a.

n.a.

n.a.

n.a.

Location

Saudi Arabia

Saudi Arabia

Saudi Arabia

Saudi Arabia

Saudi
Arabia/India

Source: Pitchbook
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Appendix 1: Fintech Companies Operating in Saudi Arabia (9/9)

Sub-sector Company Business Description Investment / Valuation Location

= Urway Payment Gateway provides an online payment platform  Last Financing: n.a.

Payments for businesses. Deal Date: n.a. Saudi Arabia
= Alinma Pay is an e-commerce payment gateway service that Last Financina: n.a
Payments Alinma Pay accepts both domestic and international credit and debit cards. Deal Date: n.a?.. e Saudi Arabia

It was launched by Alinma Bank.

Source: Pitchbook
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Appendix 2: Glossary

Abbreviation Used Full Form

Crypto
Fintech
GCC
KSA
M&A
P2P

PE
POS
PSP
RegTech
SADAD
SAMA

VC

Crypto currency

Financial Technology

Gulf Cooperation Council
Kingdom of Saudi Arabia
Mergers and Acquisitions
Peer to Peer

Private Equity

Point of Sale

Payment Service Provider
Regulatory Technology
SADAD Payment System
Saudi Arabian Monetary Authority

Venture Capital
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200+ 2500+ 201 80+
strong team professional team global Clients sectors and sub-sectors countries where we have delivered
across multi-disciplinary domains researched by our analysts projects

Aranca is a trusted research & advisory partner to global companies, from the
hottest start-ups to the Fortune 500.

PRACTICE AREAS

Business Research & Advisory m Valuation & Financial Advisory

CXOs in Strategy, SBUs, Sales, Marketing, CI/MI, Innovation CFOs in Start-ups, PE/VC firms, Corporate M&A teams, mid-market cos.

Technology | IP Research & Advisory n Investment Research & Analytics

R&D, Tech Scouting, Open Innovation, IP teams, Product Development Brokerage, Hedge Funds, IRPs, I-Banks, AMCs, Investor Relations
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Disclaimer

This document is for informational use only and may be
outdated and/or no longer applicable. Nothing in this
publication is intended to constitute legal, tax, or investment
advice. There is no guarantee that any claims made will
come to pass. The information contained herein has been
obtained from sources believed to be reliable, but Aranca
does not warrant the accuracy of the information. Consult a
financial, tax or legal professional for specific information
related to your own situation.
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