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Executive Summary — Introduction

South African FinTech Overview South Africa FinTech Market Analysis (2018-2024)
o The scope of the study is the South African FinTech Market, with emphasis on

factors driving growth within the industry.

Sizing of South Africa’s FinTech Market (2018-2024)

o FinTechs are businesses that use technology to enhance financial

services by improving efficiencies and introducing more simplified

products and solutions for customers.

e This report also seeks to provide an in-depth market analysis of the FinTech

Industry and its value to the financial services sector and other areas of the

economy.

o It considers the position of FinTech end-users and whether they stand to FinTech landscape and highlighting the key

competitive factors, market dynamics and value
benefit more from FinTech or conventionally delivered financial services. addition to the financial services sector.

o It also aims to demonstrate how FinTech will continue to open access to

financial services, particularly to end-users in those areas that are

hardest to reach.
o The key recommendation for the sector is the adjustment of regulation and

policies that support the industry’s growth .
Identification of key opportunities and how to fully

o This will develop a single policy vision for FinTech, coordinate open benefit from these opportunities.

standards, enhance regional engagement and support talent

development and greater access to capital for FinTech businesses.

FinTech firms are establishing themselves not only as significant players in the industry, but also as the

benchmark for financial services and products.



Executive Summary — Summary highlights

b

South Africa FinTech Market end user segments 2018

Key points v’ Peer to peer transactions
e |n 2018 the South African FinTech market registered R1.36 billion in revenue at a ’ B Individual \; Ind!v!duol to busmess
i consumer Individual to retail
growth rate of 3%. 0
e Interms of products and solutions offered, mobile payment solutions  Bus ousi
usiness to business
contributed largely to the sector's success, followed by insurance and wealth “ transactions
) . v’ Business to retail
management solutions. El_‘1. Businesses ; T
- ﬁ v Business to individual
o The industry's customer base comprises largely of businesses, individual 27
consumers and retailers who prefer the simplicity and convenience of FinTech v Retail to consumer (either
solutions. E Retail business or individual)
]
South Africa FinTech Market Revenue (2014-2018) South Africa FinTech Market products and solutions 2018
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South Africa’s low penetration rates for traditional banking services coupled with the high penetration of 4

mobile phones, render it as an innovation-ready environment.
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Key points

e From a provincial standpoint, Gauteng, Western Cape and KwaZulu Natal
house most of the country’s FinTech start ups and innovation hubs.

e These provinces provide FinTechs companies with a large customer base,
access to funding, developed network infrastructure and business
incubators which are all critical components for success within the industry.

e Programmes initiated within these major provinces to financially support

FinTech start-ups include; Alpha Code Incubate, AfriTech Start-Up

Bootcamp and Investec Emerging Companies.

South African FinTech Market share by province (2018-2024)

Most FinTech companies share two core characteristics, a focus on the customer proposition and a willingness to
apply technology in innovative ways.

Gauteng
31%

Western Cape
28%

South African FinTech Market share analysis (2018-2024)
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= Zoona

= Mobicred
Iveri

= Payfast

= Wicode

» Others (mygate, luno,
ikhokha, zapper etc)

Key industry participants

In 2017, the FinTech database had up to 40 FinTech companies - that
number has since increased to over 55.

Zoona emerged as the market leader with a market share of over 12% in
2018. The company generated a revenue of R171.6 million.

Mobicred ranked second with a market share of 9.5% and revenue of R130
million.

Iveri maintained ranked third with a share of 5.7% and revenue of R78 million.

Other significant participants include Payfast, WiCode and Yoco.
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e FinTech companies constantly focus on
improving customer experience from an

ease of use and simplicity perspective.

Ease of use

e FinTech solutions have lower operational costs

when compared to traditional financial

s e The convenience afforded by FinTech
institutions.

. - . laotforms attracts more end users who
e This benefitis transferred to the end user in the P

Low prefer "fingertip” products and solutions.
operational Convenience
decision factor for end users of FinTech products costs

form of reduced fees and costs - a critical
e Inmany instances, FinTech services are

and services. Key powered by Atrtificial Intelligence which helps

competitive end users through instant chat and easy

factors .
access guides.

e Ciritical to succeeding in the forecast period

(2018 — 2024), FinTechs are depending on

e Improved network infrastructure translates to the

extended reach of FinTech solutions to a broader
Improved

customer base. network Improved

technology emerging technologies to build and improve

infrastructure

e Alarge customer base is essential to succeeding parallel solutions/services.

throughout the forecast period.

Critical to market success during the forecast period, is the further development of FinTech value

propositions to meet the ever changing service needs of key end users.



Executive Summary — Market Dynamics

South African FinTech Industry Market drivers (2018-2024)

High
penetration of
mobile
technology

Support from Innovation
government spiral

Increase in Improvement of
access to financial
internet inclusion

An informed understanding of key market drivers and restraints is critical for growth within the FinTech
Industry and the greater financial services sector.

South African FinTech Industry Market restraints (2018-2024)

Insufficient
infrastructure

Regulation and Greater
policy operational risk

Cybercrime and Shortage of
fraud risk talent
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Value of FinTech Principal themes surrounding the value of FinTech (2018-2024)
e Fintech has grown rapidly in recent years, driven by technological
advancement, changing customer expectations, availability of funding

and increasing support from the government and regulators.

Improving financial
inclusion

e This report considers the value FinTech creates for individuals, small
businesses and the South African populace.
o It also considers what makes a successful fintech ecosystem by
analyzing fintech activities within the financial services sector.

e Further analysis is done by identifying five principal themes which Providing support EC”U“S?QEQQ?
and guidance

highlight the role of FinTech in enhancing financial services and experience

roducts.
P Value of FinTech
e The themes identified include;

o improving financial inclusion,

o enhancing customer experience,
o increasing transparency,

o security and compliance, and

Security and Increasing

o providing support and guidance. corslneEs e

Fintechs supplement the traditional roles of the financial services industry by helping incumbents provide

products and services effectively and expanding the reach of the industry.
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Issues Response

Will South Africa’s FinTech market grow during the forecast period?

What is the current size of the market (2018)?

What are the key products that will drive growth during the forecast?

What are the critical success factors for the forecast (2019-2024)7?

Key end users

Strategies for market success (2019-2024)

Yes (the market is expected to grow at a CAGR of 2.5% between 2018 and
2024)

R1.36 billion at a 3% growth rate

Bill payment solutions
Insurance
Borrowing
Wealth management

Ease of use
Convenience

Improved technology
Improved infrastructure
Low operational costs

Businesses
Individual customers
Retailers

Partnerships and collaborations in the private sector
Promoting financial inclusion

Presence in maijor cities and innovation hubs
Transparency

Developing solutions for emerging technologies

Implementation of the suggested strategies could assist market participants to increase customer base and

adoption rate within the business and individual consumer end user segments during the years 2018 and 2024
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