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Since the release of the first edition of FinTech Nucleus in March 2019, 

where we traced the development of the financial technology 

(FinTech) industry from Finley's 1836 electric telegraph and explored 

the regulatory framework for  the Nigerian FinTech space, the FinTech 

industry, particularly in Africa, maintained a comparative growth 

trajectory up till Q1 2020 when the economic implications of the 

coronavirus (COVID-19) pandemic started to intensify.  

In developing this edition, we focused on exploring how synergies and 

interactions among players in the FinTech industry, including 

incumbent financial institutions, FinTech firms, tech companies, 

regulators etcetera, can drive the growth of the industry in Africa and 

optimise personalised value creation for customers, even with the 

COVID-19 pandemic. Key collaboration points for FinTech players are 

found in infrastructure and system integration, operations, policy, 

customer base and network, brand equity, and talents. Also, FinTech 

winners include (w) players who can contemplate multiple scenarios, 

navigate uncertainties, recognise and capitalize scalable  

opportunities; (x) market-friendly regulations that balance innovation, 

risk, and consumer rights; (y) contextual solutions with demonstrated 

potential for high value-generation, backed by strong leadership 

teams and partners; and (z) technologies that facilitate payment 

automation, customer services, account-opening, customer 

education, digital identification and verification, and protection of 

customer assets and data. 

In Africa, while concerns of investors have predominantly remain the 

same, opportunities in contactless payment, insurance, open banking, 

virtual currency, and credit are gaining some traction, just as some 

markets in Africa have remained boisterous for FinTech investments. 

Even so, the COVID-19 pandemic adds a different element to the 

investment client, where investors adopt “a wait-and-see approach” 

and rigorous cash preservation measures. Consequently, deal volumes 

have declined but are expected to rise as economic activities 

gradually return. 

We hope you find this edition insightful and informative. If you would 

like to discuss any of the information in more detail, please reach out. 
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he terminology “FinTech” is growing in popularity and 

perceived as an emerging industry, however the use of 

technology in financial services dates back several 

decades ago. This article traces the evolution of technology 

in the financial services industry, explores technology-driven 

consumer-facing financial services, and discusses the impact 

of technology on financial services; it covers the interaction 

of FinTech with end-users, incumbents, and regulators as well 

as how FinTech drives financial inclusion in Africa.  

The Financial Services Industry  

For starters, financial services involve gaining financial goods 

including real estate ownership through a mortgage, asset 

ownership through consumer finance, financial risk transfer 

through insurance, financial intermediation (savings and 

borrowing) through banking and growth, stability or 

protection of funds through investment funding and securities, 

etc. Individuals who are excluded from financial services 

cannot access these financial goods.  

T 

The Evolution of FinTech  
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For centuries, the financial services industry has seen very slow 

changes due to legacy infrastructures. Financial institutions 

and regulators controlled legacy infrastructures without open 

access, mostly because the banks and most financial services 

focused on security and protecting the status quo. Strong 

regulations also played a role, since to thrive, financial 

services rely on trust between providers and consumers, 

government intervened by establishing licensing regimes, 

regulating through policies, and supervising activities in the 

industry. These, among others, account for why traditional 

banks were the only institution providing payment and 

banking services 

The Evolution of FinTech  

FinTech; the convergence of finance and technology, has 

gained considerable traction in the past decade. Its growing 

popularity is ascribed to the fact that FinTech innovations are 

consumer-facing i.e. they are innovations that directly 

interact with consumers at scale. FinTech’s evolution can 

however, be traced to the issuance of credit cards in the 

1950s to ease heavy cash usage, the creation of Automated 

 
1 Falguni Desai, The Evolution of FinTech. Available at https://bit.ly/2XuzrGO. Forbes. 13 December 2015 (Accessed 10 May 2020) 

Teller Machines (ATM) in the 1960s to replace tellers/bank 

branches, the commencement of electronic stock trading in 

the 1970s, the rise of bank mainframe computers and 

electronic database in 1980s, and the introduction of online 

stock brokerage websites in the 1990s in line with the rise in e-

commerce and internet business models. These 

developments, though now forgotten, led to the surge of 

online-only financial services, and created institutional 

infrastructures that championed “sophisticated risk 

management, trade processing, treasury management and 

data analysis tools at the institutional level for banks and 

financial services firms.”1  

The period following the 2008 global financial crisis ushered in 

a wider development and led the adoption of alternative 

financial services, largely driven by advancements in 

technology, changes in consumer behaviour, and deliberate 

attention to user experience. Even so, the game changer was 

the adoption of a disruptive technological model by FinTechs, 

without which FinTech would not have achieved explosive 
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growth.2  The model thrives on a structured collection of digital 

modules coupled and connected through a standardised 

interface, often called API (or application program interface). 

This made innovation very easy as changes on one module 

did not change all the related elements. Also, data mining for 

insights that enhance customer experience and predict a 

customer’s needs emerged.  

In Africa, authors who perceive FinTech as suggestive of 

disruption argue that there was no disruption in Africa as “the 

traditional financial needs of most of its population were 

unmet because of less-developed financial infrastructure.”3 

Yet FinTech development in Africa has followed a similar 

sequence as with developed continents with variations in the 

growth rate, timelines, and motivating factors. For instance, 

FinTech innovation in Africa is need-driven, while in other parts 

of the world, it might be for convenience.4 Hence, where the 

banks have lapsed, alternative financial services providers 

such as Mobile Network Operators (MNOs) have seized the 

 
2 Copenhagen Business School, Innovation strategy: Developing your FinTech Strategy (Cousera Course). Available at https://bit.ly/3bZ5y6T. (Accessed 10 May 2020) 
3 Thalia Holmes, Africa is Fertile Ground for FinTech. Mail & Guardian. 26 July 2017 Available at https://bit.ly/2WYWIBU. (Accessed 10 May 2020) 
4 Africa Payments Innovation Jury 2017, An Insider’s View to African Payments & FinTech. Available at https://bit.ly/2zydmzc (Accesssed 12 May 2020) 
5 Elixirr, Africa: The unbanked continent. 9 June 2017. Available at https://www.elixirr.com/2017/06/africa-the-unbanked-continent/. (Accessed 13 May 2020) 

opportunity to create convenient, low-value, and inexpensive 

payment options in the form of mobile money.5  

Agreeably, one of the notable factors that is enhancing the 

growth of FinTech in Africa is the rapid increment of internet 

penetration. In 2011, internet penetration in Africa was just at 

13.5% but had increased to 39.3% by the end 2019. As of 

December 2000, Africa had less than five million internet users, 

by December 2019, the number had risen to over half a billion. 

Other notable factors are the entry of disruptors, the 

convergence of banks and mobile network operators, and 

the dematerialisation of financial services. 

The Impact of Technology on Financial Services  

● Interaction with End-users and Access to Financial 

Technology. 

Among the social outcomes of the 2008 global financial crisis 

was the loss of trust in the banking system and banks’ 

reluctance to lend to small businesses and individuals 

09 
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perceived to be high risk. With this trend, more people 

embraced alternative finance players who, with technology 

and “consumer-facing” innovation, offered cheaper, faster 

and more transparent financial services, building trust as they 

scaled. Innovation in consumer technology yielded in-

platform business models such as market place lending, peer-

to-peer and peer-to-business lending for credit, wealth 

management for investment, flexible payment, crowdfunding 

for equity or charity, disruptive insurance, on-demand 

remittance platform, RegTech, etc. Also, regulation became 

slightly flexible. For instance, in the past, only banks were 

licensed to engage in the payment business. Today, licensed 

payment service providers (PSPs) engage in payments, just as 

challenger digital-only banks continue to emerge. These 

entities can now provide basic financial services without 

being a bank.  

Photo by Pietro Jeng on Unsplash 
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● Interactions with Incumbents — Initial Skepticism and 

Acceptance 

As the FinTech ecosystem evolved, the pulse of incumbents 

throbbed, as their general perception shifted from initial 

skepticism to acceptance. Now, incumbent financial 

institutions who had feared losing their customers to FinTech 

are forging collaborations to serve customers better.  For 

instance in 2007, at the start of M-Pesa mobile money in 

Kenya, Kenyan commercial banks campaigned against 

Safaricom- a telecommunication company, engaging in the 

business of money transfer because they claimed it was 

against the Kenyan Banking Act.6 Today, the story has 

changed. Following the success of mobile money in Kenya, 

Kenyan commercial banks not only changed their operations 

by investing in mobile banking but has also entered strategic 

partnerships that enable mobile money to bank transfers and 

vice versa. 

Forward-thinking “incumbents” see partnership with FinTech 

as an opportunity to grow customers. They don’t mind FinTech 

 
6 Mwangi S. Kimenyi, Mobile Wars and Political Barriers to Entry: Safaricom vs. Equity Bank. Brookings. 29 October 2014. Available at https://brook.gs/2ARDlSy. (Accessed 10 May 2020) 
7 KPMG, Forging the Future - How Financial Institutions are Embracing FinTech to Evolve and Grow. Available at https://bit.ly/2WZoJJt. (Accessed 11 May 2020)  

serving their customer so long as they still own the customer. 

Indeed, to stay ahead, financial services companies “either 

build FinTech solutions in-house, source third-party solutions, 

partner with FinTech companies to develop and tailor specific 

solutions or adopt an acquisition strategy.”7  

● Regulators  

There may never be an agreement on the effectiveness of 

FinTech regulation. FinTech ecosystem players have 

interpreted regulation as either too strict, unclear or too slack. 

In reality, a tight regulatory framework stifles innovation, but 

then, a loose or vague framework could expose the FinTech 

ecosystem to multiple risks. Hence, while FinTechs have the 

potential to exponentially stimulate economic activities by 

creating jobs, providing alternative financial services 

channels, and improving user experience, regulators are 

careful to dictate and streamline permissible activities in an 

attempt to manage attendant uncertainties of FinTech 

innovations.  
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Africa’s regulatory environment tilts towards protecting the 

financial ecosystem and standardizing the industry.8 In Nigeria 

for instance, the CBN had to introduce a licensing regime for 

Payment Service Providers (PSPs) to standardise the 

requirements and capabilities of different tiers of payment 

licenses. However, FinTech products such as crowdfunding, 

blockchain technology, and cryptocurrencies are yet to have 

definite frameworks. In instances where regulation is unclear, 

FinTech innovators struggle with developing technologies or 

partnerships with foreign large-scale FinTech operators, 

hence stalling innovation.9  

Invariably, the best approach to efficient regulation would be 

to bring market participants and regulators together to 

develop contextual regulatory frameworks. The concept of 

the regulatory sandbox, for instance, balances innovation 

and risk.  

Regulatory sandbox “creates a framework that allows FinTech 

startups and other innovators to conduct live experiments in a 

 
8 Madhvi Mavadiya, African FinTech And Regulation: What’s the Holdup? Forbes. 30 November 2019. Available at https://bit.ly/2Xsi61h. (Accessed 11 May 2020) 
9 Krish Chetty et al. Review of FinTech Strategies for Financial Inclusion in Sub-Saharan Africa. Available at https://bit.ly/3gmXUXi. (Accessed 11 May 2020) 
10 CGAP, Regulatory Sandboxes: What Have We Learned So Far? Available at https://bit.ly/2LW66jx (Accessed 11 May 2020)  
11 See https://sec.gov.ng/regulatory-sandbox-assessment/; https://sec.gov.ng/finport/  
12 World Bank, Financial Inclusion. Available at https://bit.ly/2yxaIt7. (Accessed 12 May 2020) 

controlled environment under a regulator’s supervision.”10 

Regulators are exploring this option. Hence, it is not surprising 

to see the Securities and Exchange Commission (SEC) in 

Nigeria adopt the regulatory sandbox model to encourage 

innovation in the capital market.11 The adoption of regulatory 

technology (RegTech) would also enhance the regulatory 

process.  

● Financial Inclusion – FinTech’s Biggest Impact in Africa  

Perhaps, the biggest impact of FinTech in Africa is financial 

inclusion. According to the World Bank, financial inclusion 

means that individuals and businesses have access to useful 

and affordable financial products and services that meet 

their needs – transactions, payments, savings, credit and 

insurance – delivered responsibly and sustainably.12 In Sub-

Saharan Africa, widespread use of mobile money and low 

bank penetration made mobile money accounts services 

accessible to the unbanked population.  

12 
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Beyond payments, these mobile money operators offer 

financial services such as savings accounts, small loans/credit, 

and insurance products using transaction records provided 

by users’ mobile money account. M-Shwari and M-Pawa are 

products of M-Pesa partnership with Commercial Bank of 

Africa to provide access to deposit and loan to M-Pesa 

customers. While M-Shwari is available to M-Pesa customers in 

Kenya, M-Pawa is available to M-Pesa customers in Tanzania. 

Major trends shaping the mobile money service offering in 

Africa are interoperability and cross border remittance. 

Interoperability of mobile money across different mobile 

money account providers and bank accounts broadens 

financial inclusion. Mowali (Mobile Wallet Interoperability), a 

joint venture of MTN and Orange launched in 2018 and with 

the support of GSMA, is an advanced/industry record gesture 

at interoperability. Beyond enabling users of MTN Mobile 

Money and Orange Money to transact across their wallets, 

which brings together over 100 million mobile money 

accounts and mobile money operations in 22 African 

countries, Mowali aims to provide one connection for all 

mobile money providers, banks, merchants, and other digital 

service financial providers to reach the 396 million mobile 

money accounts across Africa. 

Photo from iStock.com/subman  

13 

https://www.gsma.com/r/wp-content/uploads/2019/05/GSMA-State-of-the-Industry-Report-on-Mobile-Money-2018-1.pdf


 

Cross border remittances are made directly to mobile money 

accounts, thereby promoting financial inclusion. Africa, being 

a developing economy, relies heavily on remittance. World 

bank recorded $46 billion remittance to Sub-Saharan Africa in 

2018.13 Rural dwellers do not require a bank account as they 

can receive money from different countries into their mobile 

money account. For the user and the mobile money provider, 

saving and spending through a mobile money account leave 

transaction footprint, which can be used to develop and 

access other financial services such as insurance and credit. 

Almost half of the global mobile money account is in Sub-

Saharan Africa. Some estimate that mobile money accounts 

have overtaken traditional bank accounts in several sub-

Saharan African economies. As of 2015, mobile money 

accounts had surpassed traditional deposit accounts in 17 

sub-Saharan African countries, with the highest mobile money 

accounts in Kenya and Tanzania.14     

As an alternative source of finance to rival traditional 

microfinance products, FinTech companies that are focused 

on lending are growing throughout sub-Saharan Africa. In 

Nigeria, Kiakia.co, Quickcheck, Paylater, Branch, Mines are 

examples of lending platforms. The idea that a user can 

access loan facility at the click of a button without having to 

visit a bank is the real consumer-facing factor for the sub-

Saharan micro, small and medium enterprises (MSMEs) and its 

informal markets.  

Conclusion 

The financial service industry is gradually evolving from using 

legacy infrastructure to adopting standardised interface, 

often called API. With a focused effort on consumer-facing 

services, FinTechs are making impacts on end users, 

incumbents and regulators. Unlike other part of the world 

where FinTech innovation might be for convenience, in Africa 

it is need-driven. Mobile money financial service adoption 

rate in Africa is the fastest in the world because it blends with 

the social and economic lives of people. 

 

 
13 World Bank, Record High Remittances Sent Globally in 2018, 8 April 2019. Available at https://bit.ly/3cdEWze. (Accessed 29 May 2020) 
14 IMF, FinTech in Sub-Saharan African Countries. Available at https://bit.ly/2M3iJJj. (Accessed 12 May 2020) 
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inTech is one of the most exciting technological 

innovation in the last decade— it is the largest disruptive 

force that has reshaped the African financial system. By 

offering seamless, intuitive, and highly personalized user 

experience, FinTech is redefining the essence and methods of 

financial services. It is no surprise then that in 2019 alone, 

FinTech raked in $678.73 million—representing an impressive 

138.5% growth from 2018—with Nigerian FinTech companies 

leading the pack.1  

Being a continent with a large un(der)banked population, the 

second-fastest-growing and second-most profitable banking 

 
1 Weetracker, “Decoding Venture Investments In Africa 2019” (Weetracker, 2019) Available at:1.https://bit.ly/3cm4day4  Accessed 21 April 2020 
2 Mckinsey & Company, “Roaring to life: Growth and innovation in African retail banking” (Mckinsey & Company, 2018)  2.https://mck.co/2zPHYfL Accessed 19 March 2020 

market in the world2, Africa’s focus on FinTech in the past 

decade was financial inclusion—it was the core motivation 

around efforts to promote FinTech in Africa. Unsurprisingly, 

financial inclusion growth through FinTech was one of the 

continent’s greatest success stories in the last decade. 

Going forward, it is anticipated that the focus will remain the 

same, although based on insights derived from the evolution 

of FinTech and emerging trends, it is anticipated that 

sophisticated financial services and new banking models will 

emerge across the continent through non-traditional 

F 
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alliances, strategic collaboration, and synergy. Banking in 

Africa is about to get more exciting. 

With alliance and synergy as its underlying fiber, this article 

outlines key predictions for this decade. 

 

Collaborations between Banks and FinTech Companies 

In spite of the cold war and perennial struggle for dominance 

between traditional financial institutions (TFIs) and FinTech 

companies, there has been a significant growth in the level of 

collaboration.  TFIs’ confidence in FinTech has grown over 

time, and in their quest for relevance, they are now either 

developing their own FinTech solutions (such as South Africa-

based FNB’s GeoPayments application, which allows 

payments between any users within 500 meters of one 

another) or integrating their systems and processes with 

FinTech’s bouquet of innovative banking solutions—which are 

firmly integrated into the core financial system—especially 

where building a solution from scratch would be tedious, 

expensive, or time-consuming.  As Ifunanya Ezeani captures it 

above: “Forward-thinking “incumbents” see partnership with 

FinTech as an opportunity to grow customers.”   
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In terms of operational efficiency, TFIs are relying on FinTech 

companies to power their digital platforms on the back-end 

and to provide payment gateway solutions and payment 

processing capabilities. (For examples, Nigeria-based 

Paystack owns an online payment gateway solution for web 

collections that enables users to make payment for goods 

and services and Nigerian-based Interswitch processes card 

transactions for several Deposit Money Banks.) TFIs are also 

leveraging FinTech solutions to grant loans3 (especially in 

order to meet rapidly increasing government-imposed loan-

to-deposit ratio requirements), carry out mobile money 

operations and agency banking in remote areas where TFIs 

have no branches or incentive to invest, provide savings and 

investment options for customers, etcetera.  

On the flip side, FinTech companies are leveraging existing 

bank network, trust, and capabilities to provide innovative 

services. Among other things, TFIs are acting as settlement 

banks for FinTech companies, providing liquidity, insurance 

and assurances, and making credit scores more available on 

a continent where credit history is mostly non-existent. 

 
3 For example, Kenya’s Commercial Bank of Africa recently partnered with a telco, Safaricom, to deliver M-Shwari, a product that, among other things, offers loans through the mobile channel, 

leveraging telco data for underwriting. M-Shwari processes 80,000 loan applications daily, with an average ticket size of $32 and an average loan duration of 30 days 

As technology advances and collaboration between TFIs and 

FinTech grow, it is expected that more fully digital banks (such 

as Tyme Bank in South Africa or Alat in Nigeria) will emerge, 

especially considering the continent’s dominant youth 

population’s preference for mobile, on-the-go banking. Also, 

it is believed that technology-enabled financial services such 

as e-KYC, artificially intelligent customer services, near-field 

communication technology, biometric-enabled mini 

Automated Teller Machine (“ATMs”), and so on will become 

more available.  

Creation or Integration of Virtual Currencies into the Core 

Financial System 

Financial inclusion; speedy value transfer and efficient 

transnational payments and settlements; reduced 

operational cost; profit maximization resulting from 

economies of scale; and regulatory arbitrage. These are some 

of the benefits of utilizing virtual currencies. 

Virtual currencies (VCs), especially cryptocurrencies (such as 

BitCoin) operated through exchanges that act as online 

17 
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gateways, perform core payments functions, in the sense that 

they enable the custodial and transactional storage of value. 

Essentially, these exchanges facilitate “the interconvertibility 

between VCs and conventional fiat currencies (e.g. US 

Dollars, Euros, Pounds Sterling, and Naira); provide online 

wallets on their servers for the storage of VCs to prevent theft 

and fraud and; provide a platform gateway for matching 

users in settling financial obligations.”4 They are broadly 

classified into P2P payment systems (Paypal), mobile money 

 
4 Sijuade, Animashaun “Regulating Virtual Currency Payment Systems” [Cambridge Law Review (2019) Vol IV, Issue ii, 29–67] pg 43 quoting Awrey and van Zwieten (n 3) 797. 
5 Desne, Masie, “Crypto in Africa: A coming money revolution?” [African Business, March 2020]  https://bit.ly/3dkoHSr [accessed 17 April 2020] 

 

platforms (M-Pesa) and Crypto-currency exchanges (Mt.Gox, 

Coinbase, CoinCheck). 

 From the World Bank to the Bank for International Settlements 

and Central Banks across the world, there is renewed interest 

in VCs. “In Africa in particular, where the payments revolution 

has seen 60% of the world’s mobile money pass through 

Africa-based and led payments platforms”5, VCs potentials 

are enormous. And Africa has some of the biggest exchanges 

Photo by Aleksi Raisa on Unsplash 
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in the world—from BitPesa to Luno, Geopay, Abra, and 

Bitmari.  

Africa probably has the greatest need for VCs, especially 

considering the impact of external shocks on the currencies 

of most African countries. Case in point: due to the Covid-19 

pandemic, there has been a huge reduction in exports 

activities, oil prices have tumbled to all-time lows, and 

remittances (which make up a big part of many African 

countries GDP) have dried up. Suddenly, currency 

devaluation, illiquidity, and inflation have become real 

threats. After the pandemic, it is anticipated that African 

Central Banks will begin to take the creation of closed-loop, 

asset-backed, digitally-native VCs more seriously. (Already, in 

Tunisia, the eDinar is a government-issued digital currency 

and Senegal is in the process of creating eCFA). Alternatively, 

Central Banks may decide to act only as regulators enabling 

the integration of VCs exchanges with the core financial 

system. Either scenario may play out as the decade winds 

down.  

To ensure common standards, eliminate incentives for 

regulatory arbitrage, and reduce systemic risks posed by 

indirect interdependence, African Central Banks should work 

together in developing a coherent regulatory system. If done 

right, African countries might not only achieve phenomenal 

improvement in the way value is transferred internally and 

across border, they might also insulate their financial markets 

from global shock and turbulence and also promote trade 

under the African Continental Free Trade Agreement.  

Mergers and Acquisitions 

Historically, mergers and acquisitions (M&A) have been 

somewhat rare in the FinTech space. But things have been a 

little different in Africa where there is a highly fragmented 

FinTech market, tremendous inflow of venture capital, and 

growing volume of digital transactions. In 2014, Interswitch, 

Nigeria’s largest electronic payments company, acquired a 

majority stake in Paynet, an East Africa-focused payments 

provider and in 2016, acquired VANSO, a financial services 

startup. In 2019, Visa acquired a 20% stake in Interswitch, 

making the Nigerian company Africa’s first home-grown 

unicorn. (This was after Visa has acquired Plaid, a US-based 

FinTech that develops financial services APIs, for $5.3 billion.)  

In the same year, Nigerian finance company OneFi acquired 

Amplify, a payments solutions startup for an undisclosed 
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amount and Nairobi-based payment services provider the 

DPO Group acquired South African payments processing 

service PayFast in what was described as the largest 

acquisition of a payments processing company in South 

Africa. 

As the decade winds down, it is expected that M & A deals in 

the financial services sector will increase, driven largely by the 

prevalent ambition to reach the financially excluded. Even 

banks will start to completely acquire or merge with FinTech 

companies. Being frontier markets, Nigeria, South Africa, and 

Kenya may see the largest share of M&A activities. 

The Open Banking Initiative 

Driven primarily by shifts in consumer behaviour, increased 

networking among banks and FinTech companies, and the 

emergence of new application programming interface 

(“API”) technologies, the open banking initiative seeks to 

address key challenge still faced by consumers, despite the 

incredible advances in FinTech in the past decade.  

For example, in Africa (as in many other parts of the world) 

customers with multiple bank accounts still have to visit the 

branches of each bank, or use their different digital platforms, 
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before they can access or use their money in any of the 

different bank accounts. Open banking addresses this by 

advocating for the use of a harmonised, standard APIs by 

banks. (API means a set of programming code that enables 

data transmission and interoperability between one software 

product or web platform and another.) This would then 

enable third party financial services providers to develop 

personalized platforms based on insights derived from 

customer-permitted data and to seamlessly integrate their 

innovations with different banks’ systems.  

In turn, customers would be able to access their finances from 

any of their accounts on any integrated third-party platform 

offering financial services ranging from direct debit schemes 

to savings and wealth management. Broadly speaking, open 

banking would enable the interoperability of systems in the 

same way that “customers can use their debit cards on any 

ATM anywhere in the world because a card payment 

standard was established several years ago”.6 

While funding, lack of adequate regulation, and widespread 

misconceptions about the meaning and effect of open 

banking have posed serious challenges to the acceptance 

and adoption of open banking in Africa, it is hoped that some 

real progress will be made in this decade, as more and more 

TFIs and stakeholders are beginning to see that open banking 

has the potential to radically transform how FinTech products 

are developed and deployed. 

 
6 Emmanuel, Paul ‘Could sandboxes and open banking be the answer to financial inclusion in Nigeria?’ [Techpoint, February 2020] https://bit.ly/3gLQFZt [accessed 18 April 2020] 
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enya was recently ranked as number 63 in the global 

top 100 rankings, as one of the leading FinTech hubs in 

the Findexable Global FinTech Rankings, 2020 report. 

The report ranked Nairobi as the second largest FinTech hub 

in Africa, with an estimated 20 percent of African FinTechs 

and an emerging ecosystem of local investors and venture 

capital firms complemented by a steady rise of international 

investors and growing interest from global technology firms. 

The M-Pesa service, arguably the symbol of the FinTech 

revolution in Kenya, has won global praise including from the 

Microsoft Founder, Bill Gates and the former US President, 

Barack Obama.  

At the centre of this FinTech revolution in Kenya, is the 

collaboration between technology providers, traditional 

financial institutions, FinTech startups and regulators. This 

collaboration has largely contributed to the growth of the 

FinTech industry in Kenya, that recently recorded annual 

mobile transactions in the amount of KES 4.35 trillion (USD 43 

K 

An Analysis on the Impact of Scalable Synergies 

in Kenya’s FinTech Industry 

By John Syekei, Mercy Mwaniki, and Alex Ndegwa,  

22 



 

billion)1 in a country with a GDP of about USD 88 billion. In 

addition, it has contributed to increased financial inclusion as 

evidenced by the increased proportion of Kenyans accessing 

financial services which stands at 82.9%, largely driven by 

mobile money services2.  

The steady growth of FinTech in Kenya can largely be 

attributed to not only market demand but also interaction 

and cooperation between industry players, end users and an 

enabling regulatory framework. In this article, we highlight 

three industry synergies in the Kenyan FinTech industry that 

have contributed to its growth and consequently, financial 

inclusion in Kenya. 

Mobile Network Operators and Traditional Financial 

Institutions 

The FinTech industry in Kenya has seen the development of 

partnerships and integration between Mobile Network 

Operators (MNOs) offering mobile money services and 

traditional financial institutions such as commercial banks. 

Mobile network operators, which are primarily licensed to 

 
1 Constant Munda, “Mobile Transactions Hit Sh4trn on Rising Demand” [Business Daily, February 2020] https://bit.ly/3gGBfWf  
2 Central Bank of Kenya, et al “The 2019 FinAccess Household Survey” [FSD Kenya, April 2019] https://bit.ly/2TVX3n6  

offer telecommunications services to subscribers, enjoy a 

wide subscriber base while compared to commercial banks 

and microfinances licensed by the Central Bank of Kenya 

(CBK). MNOs and commercial banks have in the recent past 

been collaborating in order to offer financial services to 

Kenyans. The most popular services being offered as a result 

of these partnerships are payment solutions, money transfer 

and access to credit. This way, financial institution are able to 

reach a great base of subscribers that they would not 

otherwise reach. 

The integration between MNOs offering mobile payment 

service providers and traditional financial institutions has been 

one of a kettle and a mug. Whereas the financial institutions 

hold funds through customer deposits, the integration has 

seen these institutions rely heavily on mobile payment systems 

to deliver these funds ultimately to the end-users/customers. 

Traditionally, customers would either walk into a physical 

branch or to ATMs to access their funds from their accounts or 

obtain credit. With the advent of mobile payment systems, 

customers are now able to have their funds held by their bank, 
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deposited in their mobile wallets and either withdraw or 

transfer those funds to other mobile wallets. This integration of 

systems between banks and MNOs significantly shows that 

FinTech is playing an integral role in providing to consumers 

access to financial services. Further, this integration is 

beneficial to businesses in a country where cash is heavily 

used in consumer transactions. Payment products such as 

Lipa Na M-pesa allow businesses to create business accounts 

that allow customers to pay for products and services directly 

from their mobile wallets. These business accounts can be 

linked to the businesses’ bank accounts, allowing customer 

payments to be directly deposited to a business’ bank 

account thereby eliminating the use of cash. Today, more 

than 140,000 businesses accept payments through the Lipa 

Na M-pesa platform3, a fete that has been made possible 

through the integration of bank and mobile payment systems.  

On the credit front, we’ve seen traditional financial institutions 

build digital credit products that use credit scoring algorithms 

and provide credit through mobile payment systems. For 

example NCBA, a tier-one commercial bank partnered with 

M-Pesa on a credit product dubbed M-Shwari that uses a 

 
3 Julie Owino “Safaricom Launches Lipa Na M-PESA Customer and Merchant Promotion” [Capital Business, January 2020]” https://bit.ly/3dnJOTz   

Photo by SuperRGB on Unsplash 

FinTech Nucleus І 2020 

Photo by SuperRGB on Unsplash 

24 

https://bit.ly/3dnJOTz
https://unsplash.com/@srgbco
https://unsplash.com/@srgbco


 

customer’s M-Pesa data to profile their credit risk and allows 

the customer to access credit based on their credit score. 

Recently, a leading bank collaborated with the largest MNO 

in Kenya to launch an overdraft facility dubbed Fuliza 

accessible to M-Pesa users that allows users to overdraw their 

mobile wallets, within the first month of launching the facility, 

M-Pesa users had borrowed KES 6.2 billion (USD 62 million)4. 

These are just a few examples on how the cooperation 

between MNOs and banks has played a critical role in 

development of FinTech solutions and widened access to 

financial services to many Kenyans that would otherwise not 

be financially included.   

Mobile Payment Systems and Digital Credit Providers 

In 2019, the Governor of the CBK, criticized digital lending 

platforms operating in Kenya and described them as 

displaying shylock-like behavior while hiding behind nice-

looking applications – a statement that speaks on the growth 

of these platforms in Kenya. The uptake of digital lending has 

been on the rise in Kenya bolstered by the affordability of 

smartphones and availability of mobile money payments 

 
4 Victor Juma, “Safaricom lends Sh6.2bn in one month on ‘Fuliza’” [Business Daily, February 2019] https://bit.ly/3dsex20  

systems such as M-Pesa and Airtel Money. The easy signup, 

automated credit scoring and 24-hour credit availability, 

canvass a quick turnaround that has made digital lending a 

popular alternative to many Kenyans.  

According to the FinAccess Household Survey, which is 

conducted jointly by CBK, Kenya National Bureau of Statistics 

and Financial Sector Deepening Kenya, credit uptake in 

Kenya via Digital loan apps grew from 0.6% to 8.3% from 2016 

to 2019. As at September 2018, the two main app stores 

(Apple Store & Google Play store) had approximately 110 

mobile apps provided by 74 unique developers listed as 

offering digital credit. As at April 2019, 65 of these apps had 

been pulled down from the app stores, while 47 new ones 

developed by 43 unique developers had emerged. To 

provide perspective on the uptake of digital loans, Branch, a 

leading digital credit provider recently issued its 10th million 

loan and has to date issued over KES 25 billion (USD 250 million) 

in mobile loans. Within 9 months of launching, the overdraft 

facility service by Safaricom and NCBA, Fuliza, the facility had 
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provided over KES 140 billion (USD 140 million) in overdraft 

amounts.  

The growth of these digital lending apps has enabled access 

to credit for many low-income Kenyans who would have 

experienced great difficulties in accessing credit from 

traditional lenders. 

The growth of digital credit in Kenya has been fueled by the 

availability of mobile payment technologies that provide a 

channel for digital credit providers to transfer funds to 

borrowers and for borrowers to repay the borrowed amounts. 

The credit transactions are conducted over both the digital 

credit mobile applications or USSD platforms and mobile 

payment systems. Provided a digital credit provider has a fast 

credit scoring algorithm and KYC system in place, the provider 

can provide loans to a customer in record time through a real 

time mobile money transfer.  

Although the practices of many mobile lenders in Kenya are 

currently under intense scrutiny and outrage from the public, 

the synergy established through the integration of digital 

credit systems and mobile payment systems has largely 

contributed to financial inclusion in Kenya. Credit availability 

to the average Kenyan has increased since the period when 

credit was dominated by traditional lenders.  

FinTech Industry and Regulators 

As is the case with most technologies, drafters of older statutes 

may not have had technology companies in mind during the 

drafting of the provisions of the statutes but this may not have 

been necessary where the laws are clearly applicable to the 

technologies. There is also the argument that although 

technological advancements may not have been 

contemplated under existing laws, to the extent that these 

laws cover such advancements, then such laws would bind 

technology companies. Traditional finance laws are 

applicable to FinTech solutions to the extent that the solutions 

fall in the scope of the laws.  

Regulators, and predominantly the CBK, have however 

developed regulations to regulate some of FinTech solutions 

such as mobile payment systems. On the other hand, the 

digital credit industry remains largely unregulated. The lack of 

regulation over the industry has left the nation’s banking 

regulator pronouncing warnings to the public over their 
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interactions with certain financial service providers5, but 

without the ability to take any remedial action. There have 

been failed attempts to regulate the sector and it is likely that 

a regulatory framework could be developed in the near 

future.  

It should be noted that CBK licensees such as commercial 

banks must obtain CBK approval before launching new 

products including those relying on technology. Any 

partnerships with MNOs must also be first approved by the 

CBK. To the extent that licensed banks have been able to 

launch new products in the FinTech space without facing 

 
5 Victor Juma, “Mobile-based Lenders Pose Money Laundering Risk, says CBK” [Business Daily, July 2019] https://bit.ly/2Xo8upq  

unnecessary opposition from the CBK, it is clear that the 

regulator is keen to promote developments in this space. It 

must never be forgotten that the CBK must play a role in 

ensuring that financial solutions are fair and that consumers’ 

rights are protected. 

On the mobile payment sector, the CBK has been working 

together with the players in the sector together with other 

regulators, such as the Communications Authority of Kenya 

(CA) which regulates MNOs. This cooperation is attributed to 

the existence of enabling legislation that helps to define the 

relationship between the industry players and the regulators.  
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In the absence of comprehensive regulation on the FinTech 

industry, we have seen regulators come up with innovative 

ways to enable the industry. In 2019, the Capital Markets 

Authority (CMA) approved the regulatory sandbox policy 

guidance note setting the stage for CMA to admit FinTech 

startups to its regulatory sandbox. The CMA regulatory 

sandbox is tailored as a regulatory environment for FinTech 

players to conduct limited scale, live tests of innovative 

products, solutions and services with respect to capital market 

products. The sandbox is also important for the CMA, in 

accelerating its understanding of emerging technologies and 

support evidence-based approaches to regulation that 

advance the goals of investor empowerment and protection, 

capital markets deepening and broadening in accordance 

with the stated objectives. In line with the CMA’s investor 

protection mandate, Sandbox participants are required to 

comply with certain minimum regulatory requirements 

prescribed by law. CMA will however assess regulatory 

requirements to be temporarily modified during a Regulatory 

Sandbox test on a case-by-case basis. 

Although the regulatory sandbox by the CMA only covers 

players developing products for the capital markets, it is 

evidence of how synergy between regulators and the industry 

can foster the growth of the FinTech industry. However, there 

is indeed need for regulators to forge greater synergies as the 

sector remains largely unregulated in order to promote the 

maturity of the industry.  

In conclusion, more Kenyans are now financially included with 

the advent of FinTech solutions. The increased financial 

inclusion can be largely attributed not only to the 

development of financial technologies, but also to the 

collaboration between the players in the financial sector as 

discussed briefly within this article. We anticipate this 

collaboration will keep on deepening consequently 

developing better products for the market and ensuring that 

even more Kenyans have access to quality and convenient 

financial services.   
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n the last few years, we’ve seen an influx of Chinese 

companies interested in the Nigerian market. From 

technology to transportation, Chinese companies are 

increasingly seeing the African market as viable and are using 

Nigeria and Kenya as a jumping-off point to target the 

continent. Names like TECNO, Oppo, Opera, Huawei, GAC 

and many others are now household names in Nigeria.  

At any rate, some low estimates say that we have at least $20 

billion worth of Chinese investment in Nigeria. And the FinTech 

sector has not been left out in the least. Beyond providing 

hardware for telecommunications (i.e. servers, networking 

equipment and of course smartphones) many Chinese 

companies are active participants in the FinTech sector. Yet 

the extent of the Chinese interest can sometimes be 

underestimated, as many Chinese companies provide digital 

services.  

Many know of Opera and its payment platform Opay – but 

fewer are aware that Transsion (makers of TECNO Mobile and 

Infinix) also have the Palmpay platform, which powers 

Palmcredit, a small loans lender. Global marketing giant 

Mobvista has also launched the XCredit platform, which as at 

the time of writing is the top lending app on the Google Play 

Store. There is a lot of Chinese investment in the FinTech, with 

other players like Sokoloan, Cashigo and Alipay all taking 

some interest in the African market. 

The growth of Chinese companies is largely due to the 

amount of capital and technical experience they bring to 

bear. Many Chinese investors look at the statistics and see 

Nigeria as a place to invest in, and Nigerian companies 

cannot afford to ignore them given the amount of capital 

they bring in. Few have chosen to go the acquisition route, 

but there is no doubt that in the coming months we will see 
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Chinese companies acquire players across every sector – 

even law. Many Nigerian companies now heavily rely on 

Chinese investment. 

There are many factors in play to understand why Nigeria is a 

particularly interesting market for them. Fundamentally we 

have to understand that given the size of the Chinese 

economy, and the level of competition, for the pace of 

growth to continue it has become important for Chinese 

companies to seek new opportunities outside of their shores, 

particularly in the services industry, where European and 

American companies, sometimes even Indian companies, 

have typically bested them. So there is pressure to expand 

and break into these new areas. 

When scouting for new territory, few places provide such a 

sustainable market like the African continent. At 1.3 billion 

now (mostly younger than 30), Africa’s population is still 

exploding and is expected to reach 3 billion by 2030. As a 

whole, the continents per capita GDP is approx. $2200 and is 

soaring at 8% each year. The growth of mobile internet 

cannot be understated. Africa is the fastest-growing region in 

terms of mobile communications and mobile internet is set to 

contribute 5-6% to the continent’s GDP by 2025. As of 2020, 
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40% of the continent had access to internet services and 80% 

have a mobile device. 

As such, the Chinese government has made the continent a 

priority from a policy perspective and many countries have 

benefited from The Belt and Road initiative, which in turn has 

created a good business environment for Chinese 

companies. From their perspective, the dividends of their 

investments in Africa should lead to improved infrastructure, 

more mature trade, a stable political environment, and in 

turn, economic prosperity.  

Many of the demographic advantages are more 

pronounced in Nigeria, and considering our position as the 

largest country on the continent, our market is the most 

attractive. However, there are many constraints to Chinese 

investment in Africa, but many Chinese companies that have 

found their way around Africa have noted a certain 

“brutality” of the Nigerian business environment, and many 

have found it easier to trade in Kenya or Angola.  

A lack of regulatory certainty is a key constraint to Chinese 

investment in Nigeria. Language and cultural barriers certainly 

play a role in this – and navigating the Nigerian regulatory 

landscape, with permits at each level of government, leaves 

them open to exploitation. Obtaining accurate information 

on the legal landscape can be the difference between profit 
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and loss. Some players opt for full regulatory compliance – 

particularly those connected with listed companies – but this 

can sometimes create an unfair advantage when compared 

with a less scrupulous player, domestic and foreign alike. 

Corruption is also a problem, but not in the way you might 

think. Players in emerging markets across the world are used 

to dealing with corrupt officials, but once again it goes back 

to regulatory certainty. Where we find multiple agencies 

claiming jurisdiction over a regulated activity, this leaves room 

for multiple axes of corruption. Given some of the margins 

companies are dealing with, “government relations” costs 

can do havoc. As foreigners, many Chinese companies are 

somewhat held at gunpoint by some government officials, lest 

they lose their permits and licences. 

Sinophobia has also been on the rise, and there are reports of 

Chinese workers and business-owners facing attacks and 

discrimination. The situation has not been helped by some 

racist responses to the COVID-19 pandemic, reported to have 

begun in Wuhan. Recent reports of evictions, discrimination 

and another mistreatment of Africans in China, particularly in 

the Guangzhou region have only inflamed such attitudes. 

However, the Chinese government has denied those reports, 

and said the Chinese government “treats all foreign personnel 

in China equally, opposes any differential practices targeting 

specific groups of people, and has zero tolerance for 

discriminatory words and deeds.” 

Issues regarding the repatriation of capital also weigh heavily 

on their minds, especially given the MTN debacle last year 

where the company was asked to refund a total of US$8.134 

Billion repatriated from the country in breach of the foreign 

exchange regulations. For Chinese companies, the ability to 

earn in dollars is vital for them and they need some certainty 

that they will be able to convert their Naira proceeds into 

dollars and that they can repatriate the profit outside of 

Nigeria. 

Given the fundamentals, Chinese investment in Nigeria will 

continue. However, the risks increasingly make other African 

countries more attractive to invest in. This is likely to be the long 

term trend, but for the time being in many cases, Nigeria is still 

the most viable market for Chinese investment. What is 

required is increased understanding by Chinese investors of 

the Nigerian business environment and vice versa, so that we 

can achieve mutually beneficial trade. 
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n Africa where the average age is 19 and rapidly getting 

younger; and internet as well as mobile penetration 

numbers are on the rise, FinTech innovation and tech talent 

diversity have seen commendable growth in the past year. 

This article explores some of the key trends in the African 

FinTech industry covering the deployment of smart FinTech 

solutions, the adoption of the FinTech regulatory sandbox 

model by regulatory bodies, and the prevailing methods for 

recruiting FinTech executives and talents.                                                                                                                                         

FinTech Solutions 

The wide spectrum of financial services offered by traditional 

banks and their increased investment in technology, the 

continuing change in customer/user behaviour and loyalty, 

and the competitive nature of FinTech companies have 

driven the need for more customer-centred FinTech solutions. 

Consequently, it is not strange to see FinTech companies and 

even traditional banks with functional digital structures 

continue to focus on providing simpler and cheaper solutions, 

leveraging Artificial Intelligence (AI) and other emerging 

technologies to provide personalized financial services, and 

capturing new customer segments. 

The year saw some banks use AI-powered chatbots to ease 

customer transactions, just as FinTech companies like Migo, 

developed AI systems for customer data gathering, analysis 

and decision making. In terms of customer segments, small 

business owners found succour as some SME-friendly FinTechs 

launched in 2020. Yoco, for example, launched an online 
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financial platform in South Africa to allow small businesses 

securely accept online payments, as well as track and 

reconcile invoices and payments in-person or online. 

Wallets.Africa launched its Business Arm, Wallets for Businesses. 

Prospa also did a soft launch. Never done before, these 

companies delivered on their promise of quick account 

opening and better-managed accounting and reporting. 

Traditional banks had hitherto been unable to simplify the 

account opening process for the same customer segment.   

FinTechs also got smarter with distribution. Collaborations with 

traditional institutions to gain a wider reach and customer 

network which their marketing efforts would not have gotten 

them as fast became more mainstream. This was usually done 

by building white-labelled solutions or API delivery hence 

giving the benefits of a B2B2C or B2B play in addition to their 

original B2C strategy.  

FinTech Regulatory Sandbox Model 

Attempts by some regulatory bodies in Africa to encourage 

FinTech innovation as a means of achieving their financial 

inclusion targets gave rise to the adoption of the FinTech 

regulatory sandbox model. According to the Consultative 

Group to Assist the Poor (CGAP), a FinTech regulatory 

sandbox is “a framework set up by a financial sector regulator 

to allow small-scale, live testing of innovations by private firms 

in a controlled environment (operating under a special 

exemption, allowance, or other limited, time-bound 

exception) under the regulator’s supervision.”  This model 

seeks to promote and encourage innovation without 

compromising customer security or regulatory compliance. 

Regulatory sandboxes also serve to encourage investors as 

they give assurance that startups playing in “unregulated” 

territory will not be shut down.  

One big win for innovation in the Nigerian FinTech space was 

the launch of its first FinTech innovation sandbox by the 

Financial Services Innovators (FSI), a non-profit backed by the 

Nigeria Inter-Bank Settlement System (NIBSS) and the Central 

Bank of Nigeria (CBN) in December 2019. With this, FinTech 

innovation is set to be accelerated at the turn of the decade 

as this seeks to lower regulatory and licensing entry barriers 

into the space. So far, members can explore with APIs from 

commercial banks in Nigeria such as Union Bank and Sterling 

Bank.  
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Much like a regulatory sandbox, the Egyptian ecosystem saw 

the entrance of the world’s largest FinTech accelerator in 

partnership with the International Finance Corporation (IFC) 

and other key stakeholders. Co-launched with Pride Capital 

whose work has helped drive innovation in areas like 

consumer banking, microfinance, payments, P2P lending, 

and identity authentication, the aim of this partnership was to 

unlock the potential of young founders in the country and 

birth an ecosystem which supports innovation in financial 

services. The regulatory FinTech sandbox model is also being 

replicated in Kenya. Primarily a mechanism of the Capital 

Markets Authority (CMA) to create a conducive environment 

for innovation in the Kenyan FinTech ecosystem, it will also set 

requirements for early-stage FinTech regulation. 

 

Recruiting FinTech Leaders and Talents 

The formula for recruiting leadership and talent for many 

FinTechs has not changed. The time-tested method of 

onboarding professionals who have executed desired feats in 

similar companies proved to be the primary method. For 

example, OPay’s current Director of Product was CEO at 

Switch, a Nigerian savings account application designed to 

provide access to a range of new lending, investment and 

insurance opportunities in Nigeria. It is also not uncommon for 

FinTechs to explore the use of executive recruitment firms and 

their vast network. Regardless of the recruitment method 

used, however, it is imperative that the country lead possesses 

an in-depth knowledge of the workings of that geographical 

region and can leverage an extensive network of partners 

and collaborators to ensure the company’s success. To 

achieve sustainable recruitment outcomes, FinTechs would 

have to be deliberate in attracting new FinTech talents and in 

providing technical and management training for new 

entrants. 
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he last couple of years have seen an acceleration in 

the growth of the FinTech industry, from record funding 

levels and rising valuations to major acquisitions, 

increased participation of incumbent banks and regulatory 

bodies, and the deepening of financial inclusion in 

developing markets, just to mention a few. The growth 

impact is reflected in the significant increase in access to 

financial services; the speed, agility, and security of FinTech 

infrastructures; and the cost and convenience attached to 

FinTech solutions. 

In the last few months, however, we have had to adjust the 

way we live, work, and interact due to the COVID-19 

pandemic. Perhaps, one of the most hostile health crises since 

the dawn of human existence, the pandemic is disrupting 

modern society, economies, contracts, business models, 

and industries on a scale that most living individual has 
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never witnessed. The impact of the pandemic on the 

FinTech industry—in terms of growth, competitive 

dynamics, consumer behaviour, operations, investor 

appetites, and valuations—is no less immediate, given the 

industry’s connection with some of the most affected 

sectors of the global economy such as aviation, retail, 

hotels and leisure, electronic and consumer durables, just 

to mention a few. This article is intended to provide key 

perspectives on the evolving situation and implications for 

the FinTech industry from five dimensions: (v) contractual 

obligations and regulatory compliance; (w) economic 

activities and payments; (x) FinTech deals and financing; 

(y) winners and enablers; (z) the future of FinTech after the 

pandemic.  

Contractual Obligations & Regulatory Compliance  

“The Great Lockdown”—a phrase coined for this 

unprecedented period1—may necessitate a review of 

contracts between FinTech firms on the one hand and 

employees, traditional financial institutions, merchants, 

customers, and third-party service providers on the other 

 
1 International Monitory Fund, World Economic Outlook, Chapter 1, The Great Lockdown (Full Report to Follow in May 2020). Available at https://bit.ly/3gEXbB1 and directly at https://bit.ly/3gPnggW 

(Accessed 18 April 2020) 

hand. Core issues would typically range from the 

performance of contractual obligations to milestones and 

force majeure provisions (if any). In the same light, ongoing 

commercial or deal discussions and negotiations may be 

delayed, suspended, or even terminated in worst-case 

scenarios. Interestingly, given the agile and remote-work 

friendly structures of FinTech firms, the relative stability of 

payment and other FinTech infrastructures, and business 

continuity measures of central banks, the impact of the 

pandemic on contractual obligations in the FinTech 

industry may be transient.  

For regulatory compliance, there may  be a need to review 

financial services regulations to manage statutory reporting 

requirements and returns, ensure compliance with legal 

requirements on customer complaints and remedial 

measures, transaction monitoring, and data protection in 

terms of privacy and security of personal data (including 

sensitive personal data). 
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Economic Activities & Payments  

As large-scale quarantines, total and partial lockdowns, 

travel restrictions, and social-distancing measures 

continued to maintain an upward trajectory, driving sharp 

fall in economic activities and transactions volume in major 

sectors that are ordinarily responsible for revenue growth in 

the payment space—airlines, hospitality and tourism, 

electronic and consumer durables, luxury retail, hotels, 

restaurants and catering, and events2—revenue growth in 

global payments is expected to turn negative. The extent 

of the decline is rather imprecise, as governments have 

implement measures to stimulate economic activities and 

predictions as to how the economy will recover remain 

speculative. For instance, such predictions have ranged 

from V to L, U, W-shaped recovery curves or even swoosh.3 

For payment companies, thriving during and after the 

pandemic will largely depend on the complex interplay of 

economic activities, government policies, the resilience of 

players in these major sectors, and how payment 

 
2  Philip Bruno, Reet Chaudhuri, Olivier Denecker, Tobias Lundberg, and Marc Niederkorn, How Payments Can Adjust to the Coronavirus Pandemic—and Help the World Adapt. McKinsey & 

Company. Available at https://mck.co/2zQA2Lc (Accessed 18 April 2020) 
3 World Economic Forum, Coronavirus: 5 Predictions for how the Economy Might Recover. Available at https://bit.ly/3eCqhz0  (Accessed 18 April 2020) 
4  The Baobab Network (Jack Rumble, Maria Inziani, and Ruth Nyakio), Baobab Insights - Q1 2020 Funding Report. Available at  https://bit.ly/3gDKbeU (Accessed 6 May 2020) 

companies are able to navigate the nuances of the 

uncertainties and pay closer attention to changes in 

consumer behaviours. 

FinTech Deals & Financing 

Depending on who you asked, total global FinTech funding 

in Q1 2020 ranged from $5.7Billion to $10.11Billion with 

between 13% to 28% decline, compared to Q1 and Q4 

2019. In Africa, equity investment in the FinTech sector in Q1 

2020 totalled $116.461Million across 21 deals, a significant 

increase from $17.009Million in Q1 2019.4 According to The 

Baobab Network, FinTech firms based in Nigeria and South 

Africa attracted $50.458Million and $56.236Million 

respectively, which totalled almost 92% of the total amount 

invested into FinTech companies across Africa. While 

FinTech remains the most attractive and highest-funded 

sector, gulping almost 40% of the total funding in Q1 2020, 

it becomes more appreciated if considered with the fact 

that the cumulative fund raised by African Start-ups in that 

period declined by over 57%, compared to Q4 2019, and 
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that in March 2020, overall investment in African 

technology companies reduced by 55% since March 2019. 

The decline, which apparently picked up in March 2020, is 

mainly due to the COVID-19 pandemic and the resulting 

concerns for a potential COVID-19-triggered economic 

recession (or depression, if economic activities continue to 

nosedive). 

Although data on these nuances are still fragmented, the 

decline in FinTech deals and financing as a result of the 

pandemic is largely driven by investors’ adoption of “a 

wait-and-see approach” and rigorous cash preservation 

measures.5 In general, investors are becoming more 

careful, and seem to increasingly prefer late-stage FinTech 

firms over emerging ones.6 As a consequence, ongoing 

fundraising may face lower participation and take longer 

to close while new fundraising activities are expected to 

face competitive strains in meeting funding targets.7 Also, 

African start-ups, including FinTech firms may have a 

tougher time in raising funds, due to the impending 

 
5 African Private Equity and Venture Capital Association, COVID-19 GP Survey (Survey Results: 49 Respondents, Presented by Enitan Obasanjo-Adeleye). Available at  https://bit.ly/3eCY7Eg 

(Accessed 19 April 2020). 
6 Forrester, FinTech Funding Roundup, Q1 2020. Available at  https://bit.ly/2ZVH2Bo  Accessed 5 May 2020 
7 CBInsights, How Covid-19 Is Impacting FinTech Financing. Available at https://bit.ly/2MfsRiz  (Accessed 18 April 2020) 
8 WeeTracker (Nzekwe Henry), African Startup Funding Suffered A 57% Slump in Q1 2020 Due To COVID-19. Available at  https://bit.ly/2zFUqyS (Accessed 5 May 2020) 

economic downturn that may be more prevalent across 

Africa.8 

Defying the odds of the pandemic, FinTech firms with 

potential for high value-generation, strong leadership 

teams, and focus on solving real challenges in the market 

may enjoy more traction in their fund-raising activities. Thus, 

it is not surprising to see Nigerian FinTech start-up, Okra, with 

its open banking initiative, secure a $1Million pre-seed 

investment from TLcom Capital in April 2020, just three 

months after its launch, to strengthen its push to build the 

infrastructure for Africa’s next wave of FinTech innovation.  

While deals such as Okra’s are likely to dominate 

fundraising activities, how this will play out in the long term 

depends on how FinTech firms strategically maintain 

liquidity, practice resilience, adjust to and meet new 

customer needs, maintain and develop contextual FinTech 

infrastructures, and leverage Artificial Intelligence (“AI”) 

and other emerging technologies to optimise their services 

and operations during and post the pandemic period. We 
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have seen some extreme outcomes, such as the closure of 

Royal Bank of Scotland’s digital-only challenger bank, Bó in 

April 2020 to merge with the bank’s business  banking app, 

Mettle. The closure of Motif, a US portfolio management 

FinTech firm in the same month, as well as the 40% drop in 

Monzo Bank’s (UK digital bank) valuation is also very 

instructive. Back home in Nigeria, a trail of refreshing 

possibilities is found in the recently launched V Bank, an all-

digital bank by VFD Microfinance Bank.  

FinTech Winners & Enablers  

Although consumer spending has reduced, revenue 

generation has also been at an all-time low, leaving 

individuals and businesses who have low to zero 

emergency funds, particularly in developing countries, 

more vulnerable to unprecedented negative impacts of 

the pandemic, while persons with more robust liquidity may 

have “excess” funds for long-term investments, say in 

money and capital markets. 

FinTech firms and financial institutions with tech-enabled 

lending and investment platforms may be regarded as 

winners during this period, where lending platforms are 

used to provide quick credit access to consumers,  SMEs, 

and even key aspects of the economy, while investment 

platforms provide strategic avenues to making swift 

investments and maintaining diversified investment 

portfolios. However, given relative likelihoods of higher 

default rates on credit facilities, and insolvencies, caution 

need be exercised both from credit and investment 

perspectives. 

The pandemic also provides opportunities for FinTech and 

insurance companies to strategically broaden and deepen 

their digital capabilities in the insurance space, particularly 

in terms of automating process flows, personalising 

insurance packages, and reducing human intermediaries. 

This is especially important in countries such as Nigeria 

where insurance technology is the least active segment of 

FinTech. Interestingly, Nigeria-based FinTech company, 

Carbon recently partnered with AXA Mansard (a leading 

provider of Life and Non-Life insurance products and 
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services) to launch a new health insurance product in 

Nigeria.9  

In terms of key enabling infrastructures for FinTech during 

and after the pandemic, Internet of Things, AI and other 

emerging technologies, and software solutions are said to 

be in high demand for loan automation, customer services, 

account-opening, customer education, digital 

identification and verification, and protection of customer 

assets and data.10 

Post COVID-19 and the Future of FinTech 

With the rise in conscious bias for limited contacts, the 

future of FinTech in the post-pandemic era will be 

influenced by customers’ accelerated preference for 

contactless payments, i.e. payments made by waving or 

tapping a contactless device, usually a card or 

smartphone, over a reader, which then accepts the 

payment.11 Other alternative payment channels to cash 

such as mobile banking, internet banking, mobile money, 

new-generation point of sale devices and USSD would also 

 
9 Ventures Africa, Carbon Launches Healthcare Benefits Program in Partnership with AXA Mansard. Available at https://bit.ly/2TWxORm (Accessed 4 April 2020) 
10 Finch Capital, The Future of Disruptive and Enabling Financial Technology Post CV-19. Available at https://bit.ly/3ezSjuZ (Accessed 13 April 2020) 
11 Bill Gardner, Dirty Banknotes may be Spreading the Coronavirus, WHO Suggests. The Telegraph. Available at https://bit.ly/2yUFufS (Accessed 18 April 2020) 

experience a dramatic surge in usage. While these present 

huge opportunities for FinTech firms, it may trigger an 

“outspending” war between incumbent banks and 

FinTechs, as both categories scrabble for growth and 

market share in the contactless (digital-only) payment 

space. This becomes even more stimulating when one 

considers markets such as the sub-Saharan African market, 

where 80% of adults still make bill payments and 

remittances with cash. 

To win, incumbent banks may have to turn to outside Tech 

companies and talents to gain competitive edge and fast-

track digital transformation, just as FinTech firms broaden 

their funding sources and strive to balance growth and 

profitability. There may also be a need to develop 

adaptable strategies that contemplate multiple scenarios 

and outcomes, as well as widen the deployment of 

payment and remittance solutions that are tailored and 

contextual. Tracking and understanding the evolution in 
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the type and volume of mobile money transactions might 

be a great place to start. 

It will also be interesting to see a spike in deal volume in 

strategic partnerships and alliances between FinTech firms, 

incumbent and challenger banks, and Tech companies, 

towards creating and deepening opportunities in the 

contactless payment space, particularly in developing 

countries. To mention a few—Visa’s recent agreement with 

Kenyan mobile operator, Safaricom, to allow the 

connection of M-Pesa’s 24 million users and 173,000 local 

merchants to Visa’s 61 million merchants and its more than 

3 billion cards; and the recent partnership between Remita, 

a Nigeria-based Africa-focused FinTech brand, with 

Cellulant, a pan-African FinTech and AgriTech leader, to 

provide easy-to-use, secure, and convenient payment 

service options for individuals and businesses in every part 

of Nigeria—are good reflective instances of what may lie 

ahead for the FinTech industry in Africa. 
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