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EXECUTIVE SUMMARY |

South Africa’s fintech industry is forecast to grow at a CAGR of 6.9%, driven by increasing consumer transactions being done digitally and

creating opportunities for technology driven entities

OVERALL RESEARCH PHILOSOPHY

e This study focuses on the South African fintech
industry, specifically examining the factors that are
driving growth.

o The study focuses on understanding market
dynamics, current trends and industry
prospects.

o This involved a comprehensive exploration of
the key drivers that contribute to the
expansion and development of the fintech
industry and identifying opportunities for

growth and development.

Source: Birguid

MARKET UNDERSTANDING

e The report considers the position of the South
African fintech industry and how it can leverage its
unique offering to grow its regional and global
market share.

o It uncovers the challenges encountered by
industry participants and how they manage the
impact caused by these challenges.

o Italso aims to highlight the potential of the

fintech industry over the next few years.

RECOMMENDATIONS

Recommendations for industry participants include;

o Increasing access - pay as you use, buy now pay
later, rent and use / and or rent to own
solutions.

o Render more affordable - pay as you use
customisation that leverages data and also
leverages platforms such as MNO and bank
infrastructure to operate.

o Improve convenience - operate using other
systems such as USSD.

o Inclusive - cater to low-income earners.
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SA’s fintech industry is witnessing growth due to fintech companies prioritising product development by developing innovative
solutions such as mobile payments and micro-lending platforms to address and cater for the unbanked and underserved population

FINTECH INDUSTRY VALUE CHAIN
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SA FINTECH INDUSTRY |

South Africa is internationally recognized as a fintech market that is fast growing, accounting for 40% of all fintech revenue in Africa,

with digital payments driving growth

* SA’s fintech revenue is valued at ZAR77.7 billion (USS4.2 billion), with digital payments,
lendtech and insurtech accounting for 61.1% of SA’s fintech revenue.

- An estimated 24% of South Africans remain unbanked, lacking access to traditional
financial services.

o This creates a significant demand for alternative solutions like mobile
money, microloans, and microinsurance.

* According to Gitnux*, a 95% rate in mobile penetration and rising e-commerce
adoption with a market penetration of over 47.7%, facilitated a rise in consumption of
digital payments and cashless transactions.

- Growing smartphone usage and rising e-commerce adoption increased the
demand for convenient and secure online payment solutions.

* According to KPMG, SA has the largest and most established insurance market in
Africa with a penetration rate of 14.2%.

- Insurtech offers more affordable, accessible, and customised insurance products,
often leveraging mobile technology.

o Insurtech companies have lower operating costs compared to traditional
insurance companies and use data to create more personalised insurance
products that meet the specific needs of individual customers.

* Traditional credit scoring methods exclude individuals with limited credit history.

- Digital lending utilizes alternative data sources and Al-powered platforms to
expand access to credit, particularly for micro and small businesses.

* Interms of regions, Gauteng, and the Western Cape are the sector’s largest markets
accounting for a combined 60% of total fintech market activities.

- In October 2023, Gauteng Premier, Panyaza Lesufi announced plans for Gauteng to
reduce its use of cash through use more cards and digital channels as the primary
transaction methods over the next few years.

Note: Exchange rate used to convert SA’s fintech revenue from USD to ZAR for 2020 was ZAR14.92, ZAR15.89 for 2021, ZAR17.26 for 2022, and ZAR18.67 for 2023, Gitnux -website on the latest market trends, statistics and business data

Source: Statista, GSMA, Press
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EXECUTIVE SUMMARY | MARKET DYNAMICS =

Understanding key market drivers and challenges is essential for businesses to position themselves proactively for growth

SA fintech industry drivers (2024-2029) SA fintech industry challenges (2024-2029)

Rising financial Regulatory
inclusion uncertainty

Expanded network Mobile phone High customer Infrastructure
coverage penetration acquisition costs limitations

Digital financial Evolving consumer Cybersecurity Sustainability and
literacy preferences threats profitability

Source: Birguid Birguid | 8
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Weighting variations for competitive factors differ for fintech companies as start-ups prioritise customer acquisition, scaling companies prioritise
customer retention and partnerships and established players might consider optimising pricing strategies

User Experience (UX)
customisation

* A customer centred UX is essential
for attracting, engaging, and
retaining customers in the
competitive fintech landscape.

- By leveraging backend data
to track and understand
user behaviour, companies
can tailor offerings and
personalise the user
experience. This
customised approach
fosters higher satisfaction,
loyalty, and even brand
advocacy, making UX
customisation a strategic
imperative for leading
fintech companies.

Awareness raising and CX
optimisation

-

Customer acquisition through
awareness raising contributes to
business growth and is being
prioritised by small and scaling
fintech’s.

- For example, Pineapple and
Naked Insurance have
invested significantly in
promoting their businesses
and building respective
brands using billboards,
online advertising and
campaigns.

In addition, retention is another
strategic priority, and this is being
delivered through better customer
experiences that are focused on
customisation, affordability,
accessibility, and convenience.

Note: Neobank- direct bank that operates exclusively using online banking without traditional physical branch networks

Source: Birguid

Strategic collaborations
and partnerships

Partnerships and collaborations are
critical for scaling fintech businesses,
as fintech companies that work with
these partners can gain customers
that use their respective platforms
and solutions.

- Top 3 important partnerships for
fintech companies in SA include
mobile network operators
(MNOQ'’s), banks and retailers.

o Retailer’s possess
valuable data on
purchasing habits and
preferences, MNQO’s
offer access to user
data insights and
mobile payment
infrastructure and
banks possess existing
customer bases.

Affordable offering

* To compete with traditional

financial institutions, SA fintech

companies such as TymeBank

(direct competitor for traditional

financial institutes), offer

competitive prices as they operate
online, reducing overhead costs
associated with maintaining
physical branches.

- This allows them to streamline
operations and reduce their cost
base.

Due to economic challenges, local

consumers have become more

price sensitive, especially low-
income earners.

- This leads to higher demand for
basic, low-cost financial
products such as mobile money,
microloans and free or low-cost
money transfer services.
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CRITERIA RATIONALE

2023E SA fintech industry .
2029F SA fintech industry .
Key markets .
Key end-user markets o
Key product markets .

Key competitive factors

ZAR77.7 billion

7AR102.4 billion The South African fintech
industry is poised for robust

Gauteng growth, primarily driven by

Western Cape ) g

Kwazulu-Natal increasing smartphone and
internet penetration, which

Trade (Retail) fosters greater financial

Financial services (mobile money transactions,

. . ) i . : inclusion and drives demand for
microlending, sending and receiving money internationally)

digital financial services.

Digital payments INVESTEC
Digital lending
Insurtech

UX customisation
Awareness raising and CX optimisation
Strategic collaborations and partnerships

Affordable offering , ,

Source: Birguid
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WHO BIRGUID IS

ABOUT US

Founded in 2015, Birguid is a challenger consultancy that offers integrated strategic research and
advisory services.

We identify opportunities through robust research, build strategies to take advantage of identified
opportunities, and support our partners to roll out these strategies.

We are curious about the past. We're intrigued by the future. We're excited about ideas. Leveraging the
past and the future, we work with our partners to turn ideas into viable and sustainable opportunities.

OUR ETHOS

Organisations don’t need researchers or consultants.
They need Partners. Partners who Help. Learn their business with them. Understand their ecosystem to
Build, Take Risks, and Succeed with them.

At BIRGUID we’re Entrepreneurs first.

We believe in Strategic Simplicity. Leveraging our research expertise and practical approach to build and
progress businesses through actionable strategies.

Context is important for the strategies we co-create. We exist at your coal face to build iteratively,
through continuous collaboration, empathy and forward thinking.

We journey with you EVERY STEP OF THE WAY, co-accounting for your businesses’ successes and
challenges, to eventually deliver lasting value, together.
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BIRGUID'S OFF-THE-SHELF RESEARCH PORTFOLIO TO-DATE
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THANK YOU

The Intellectual Property rights for the content of this presentation remains that of Birguid (PTY) Ltd. Co Reg no. 2015/409221/07

Company contact details

Website: www.birguid.co.za
Telephone:  +27 (0) 87 701 4753
Mobile: +27 (0) 76 876 2870
Email: info@birguid.co.za

Social media pages:

in
X
©
f
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