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With a growing young, middle class population, and rising levels of social networking and mobile phone
penetration (67% in 2015, projected to rise to 80% in sub Saharan Africa in the next five years)', it is unsurprising
that fintech in Africa has disrupted the continent's financial services industry, setting an example for the rest of
the world. Fintech has been phenomenally successful (particularly in Kenya, Nigeria and South Africa) in
overcoming the challenges faced by traditional banks (e.g. high infrastructure costs and credit scoring difficulties),
and transforming financial inclusion across Africa. 12% of all Sub-Saharan African adults now have a mobile
money account, and fintech has also spurred job and wealth creation (with the number of fintech start-up jobs in
South Africa increasing 1,400% since the start of 2016), and access to an innovative range of products. However,
the African fintech success story does not necessarily resonate in all of Africa's 54 markets, particularly those
poorest countries, where mobile/internet and bank account penetration remain at their lowest. This article
explores limits to the success story, and the future of fintech across the continent.

With a growing young, middle class population, and rising levels of social networking and mobile phone
penetration (67% in 2015, projected to rise to 80% in sub Saharan Africa in the next five years), it is unsurprising
that fintech in Africa has disrupted the continent's financial services industry, setting an example for the rest of
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Africa has traditionally experienced low financial services penetration, with only 24% of Saharan Africa adults
having access to a bank account at a formal institutioni. This under penetration is due to many reasons, including
limited access to bank branches, high infrastructure costs, lack of diverse/innovative products, and credit scoring
difficulties.

However, fintech has been phenomenally successful in overcoming the challenges faced by traditional banks,
and transforming financial inclusion across Africa. These challenges have been overcome, in part, by avoiding
infrastructure limitations and using other data sources (e.g. mobile phone usage) to measure credit worthiness.
As a result, some claim fintech players want to "eat the lunch" of banks in the core credit functions of payments,
storing value and credit¥. Consequently, fintech has made significant strides" in servicing the continent's
"unbankable", and providing access to a diverse demographic and income base of customers (including, notably,
SMEs). Against this background, the IMF reports that 12% of all Sub-Saharan African adults have a mobile
money account¥. Fintech has also spurred job and wealth creation, with the number of fintech start-up jobs in
South Africa increasing 1,400% since the start of 2016V,

This success is particularly marked in key African jurisdictions, such as Kenya (M-PESA still remains among the
continent's leading mobile based money transfer providers), Nigeria ‘i and South Africa, where fintech
prominence is at its highest. A broader consumer base now has access to an innovative range of financial
services. These range from BitPesa's pan-African digital payments platform (which uses Bitcoin for international
payments/transfers), Nigeria's Social Lender (which provides loans guaranteed by a consumer's social media
profile and network™), and South Africa's Jumo (which allows consumers to apply for loans based on their
smartphone usage (e.g. how much airtime the consumer buys))*.

However, the proliferation of African fintech has some limits. As a continent comprising 54 separate markets,
each with its own particular challenges, the African fintech success story does not resonate in all of them. While
the fintech boom is projected to take off even further in Angola, Ghana and Tanzania, in particular, this is not the
case in other countries. For instance, fintech has had little impact on servicing the unbankable in the continent's
poorest countries (e.g. Chad, Eritrea, Sierra Leone and Niger), where mobile/internet and bank account
penetration remain at their lowest. Additionally, some say that fintech is still not doing enough to facilitate access



to financial products fast enough to meet rising consumer needs and sophistication. This includes mortgage,
insurance and saving products (farmers, in particular, often critically need these products to continue investment
to drive productivity), and targeting women, who have traditionally faced discrimination in some property rights,
hindering their access to credit, due to their low credit ratings*’. Further, it is said that de-regulation across the
continent is not happening fast enough, ultimately hindering a rate of growth that keeps up with consumer
demand*".

That being said, it is hard to argue that fintech has not, by any definition, successfully disrupted Africa's financial
services industry. Its success has only consolidated the downward capital investment into "traditional” African
financial services, which face their own challenges, owing to falling commodity prices and volatile world
markets*V. With this in mind, fintech received the second highest amounts of funding in 2015 in Africa, after the
solar sector, having attracted 29.6% over the course of the year®. Given that significant parts of the continent
still remain untapped, this figure looks set to rise further, connecting a sophisticated and innovative range of
financial products to millions of Africans, who would otherwise be left behind.
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