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Abstract
The Kingdom of Saudi Arabia adopted its Vision 2030. The Kingdom through the SAMA and
the CMA, created a financial environment to boost the local entrepreneur in the fintech
industry to develop themselves and provide with fintech services to the unbanked Saudi'
citizen. The use of the technology into the Financial industry is creating new business
opportunities to local talent and contribute to financial growth of the Saudi' economy. In order
to support this niche business, the Saudi authorities are adapting its framework rules and
regulations on financial transaction, creating a friendly environment for investments in the
Fintech. The Sandbox is another aspect of this national initiative to make sure that the fintech
platform preserves the rights of its customers.
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THE EMERGENCE OF THE FINTECH INDUSTRY IN THE SAUDI
FINANCIAL MARKET, WILL BOOST THE SAUDI’S ECONOMY
TOWARD THE KINGDOM VISION 2030.
The visionary statement made by Bill Gates in 1994 that “banking is necessary, banks are not
dead.” has become a self-reinforcing prophecy.

Present
In recent years, Saudi Arabia has taken steps to diversify its economy. The renewed focus on
financial services is a part of its Vision 2030 broader diversification strategy. Finance is one
of the eight industries, which has been earmarked for driving its future growth. Many thanks
to the Public Authorities such as the Saudi Arabia Market Authority (“SAMA”), the Capital
Market Authority (“CMA”) and the endeavor entrepreneurship of the Saudi’s youth.

VISION 2030
In April 2018, in line with Saudi Arabia's Vision 2030 to support entrepreneurship and the
enhancement of financial technology (FinTech) services, the SAMA launched the Fintech
Saudi’s initiative. The initiative aspires to achieve a number of objectives, the most
prominent of which are: launching the first version of the Kingdom's FinTech system;
educating individuals and inspiring them to develop their knowledge and skills in the FinTech
field; and supporting local banks, international FinTech companies, and partners to establish
diverse FinTech activities in the Kingdom

‘FinTech’ Term Coined
Financial intermediation has changed dramatically over the past 30 years, due in large part
to technological change arising from advances in telecommunications, information
technology, and financial practice. This technology innovation has allowed a growing
competition between banks and fintech start-ups. Given the growing importance of
technology to financial services, it is perhaps not too surprising that the latest trend has
been for technology-based companies to offer financial services, a development that is often
called “FinTech”.
Fintech or financial technology is a term used to denote firms that offer modern technology
in the financial sector. It is one of the fastest growing sectors of the economy. Investments
in the industry have increased rapidly reaching 254 billion dollars in 2018, while in 2008, it
was only 5,5 Billion dollars in 2005. In the KSA, SAMA launched in April 2018 the Fintech
opportunities to boost the start up to invest into this new sector of activity, transforming the
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Kingdom into an innovative fintech hub. In parallel the CMA is boosting the financial
technology in the capital market by providing a simplified regulatory framework that is
conductive for the innovation of Financial technology within the Kingdom. As of this day the
Kingdom of Saudi Arabia accounts for more than 18 Fintech companies. In 2019, the
Kingdom’s fintech startups ecosystem saw an investment of 67 Million dollars, registering a
35% increase compared to 2018.
The increase in the number of Saudi citizens, who for various reasons cannot use or are not
willing to use traditional banking services, contributes to the development of FinTech in the
Kingdom, which offers the same services, but is faster, cheaper and more profitable than
banks. Cheap mobile phones and computers, the internet and new business models have
made it possible for fintech to grow exponentially and reach millions of users cheaply.
The under or unbanked population now can access financial services such as micro loans,
current accounts and remittance transfers.

Initiatives
The development of the Fintech activity in the Kingdom of Saudi Arabia is an integral part of
the Kingdom Vision 2030. SAMA has appointed Deloitte as the professional service provider
to help it launch the Fintech Saudi Initiative. In February 2019, SAMA launched its sandbox
regulatory environment that allows local and international financial technology firms to test
the new digital solution they intend to launch in the Kingdom. The Crowdfunding fintech
start up registration is growing in the Kingdom and while start up looked to the CMA for
rules and guidance, earlier this year SAMA developed its Regulation providing further clarity
around how start up can set up their debt-based crowdfunding initiative.
Banks and FinTech’s in Saudi Arabia are collaborating to develop innovative solutions to
improve customer experience. Riyad Bank, for instance, partnered with Gemalto to
introduce a range of contactless payment wristbands last year. But one area where Saudi
Arabia hopes to become a global leader is blockchain technology
Looking around here in the Kingdom of Saudi Arabia as well as in the rest of the world, and
more ever with the COVID-19 health crisis, it is crystal clear that the Fintech really disrupted
the banking payment transaction. Therefore, the Fintech is the new era of the banking
services, faster, cheaper, safer…The global financial situation has changed rapidly. From Ant
Financial which field a gap in the Chinese market at its time, to Scotiabak/Kabagie, where
they associated to benefit from a nice market of inclusion of new clients, now days in the
Kingdom of Saudi Arabia, the Banks are adapting themselves by including Fintech services
into their services such as Riyadh Bank launched the digital partnership program with an
investment up to USD 25M in order to invest in Fintech company. This latest financial news
for the Kingdom leads to believe that the next new thing will be a total synergy between the
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traditional banking services and the Fintech payment services where the tech will lead the
game.
In fact, in the Kingdom of Saudi Arabia, there is a creation of an ecosystem fostered by
technological progress and the cheap availability of basic telecommunication and IT services.
This ecosystem layer includes developments in IT hardware and software technology, such
as affordable computers, mobile phones, rapid internet penetration and basic areas of
knowledge such as programming skills allowing people to be connected via internet and
therefore facilitating the financial inclusion.
The Fintech allows various types of financial transaction, that can be beneficial to all. In fact
we witness in the Kingdom of Saudi Arabia a large amount of Fintech startups, such as
Crowdfunding (i.e Manafe Capital, Emkan, etc.), Digital payment (i.e Geidea Solutions,
Alinma Pay, etc.), Peer to Peer (i.e Lendo, etc.), etc..

The Age of A.I.
The success of the Fintech relies mainly on its capacity to develop an internal algorithm in
order to develop a machine learning that will analyze quantum of data and therefore allow
to develop the Artificial Intelligence (“AI”) and Machine Learning (“ML”). AI and ML are
general-purpose technologies and tools that may be used in a wide variety of areas within
financial sector. These include refinements to existing products, such as better credit and
risk management, tools for uncovering asset pricing anomalies, and helping institutions
comply with regulatory requirements; this is a related field called “RegTech”. However, AI
and ML are also essential inputs into the creation of a variety of new financial services.
At the consumer level, AI and ML are being used in personal financial management products
that analyze an individual’s expenses and revenues to provide recommendations that help
the user obtain their financial goals. Another new product that relies on AI and ML is a
“robot-advisor”, which provides automated personalized investment advice, and, with the
customer’s agreement, automated portfolio selection and rebalancing based on each
investor’s goals, financial assets, and risk tolerance. The Fintech’ business model is scalable
and sustainable. Because technologies used in the Fintech’ industry get obsolete quickly, it is
cost efficient to outsource part of the services to increase the short-term profitability.

Application
The best options for a Fintech start up to enter the market is to align with the Majors and for
it to remain into the market is to have strategic alliance with specific players, while it shall
continue to invest on R&D in the ML as it is a niche business with high potential, this way it
can continue to assist the financial market. Merging means the end.
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The Fintech industry is a dynamic and competitive field with a focus on innovation. Often
strapped for cash, start-up owners have to take one important decision: should they develop
their products in-house or consider outsourcing? - From a financial standpoint, outsourcing
is a great idea. Businesses in the finance sector can save up to 40% by outsourcing and reach
their strategic goals faster because outsourcing increases operational efficiency and agility.
In many cases, FinTech startups have a brilliant concept in mind, but they do not have the
tech to bring it to life or they have the tech, but not enough staff to complete development
within an acceptable time frame. In a fast-evolving sector such as FinTech, where startups
compete to capture investors’ attention every day, delaying product launch because you
don’t have the staff can set you back months. Hiring a dedicated development team can
help companies avoid staffing challenges and complete projects on time and on budget.
Surfing on the Fintech wave in the Kingdom, the Saudi Arabia Central Bank leads the way
with blockchain-powered transfer. SAMA announced that it used blockchain technology to
deposit a part of the liquidity to be injected into the banking sector. Therefore, earlier this
year and as a natural evolution of the market for debt-based fundraising in the Kingdom,
SAMA has drafted new rules and regulations for practicing debt-based crowdfunding. SAMA
is a prime example of an innovative regulator willing to experiment with new emerging
technologies. By assessing the multiple use cases and benefits of blockchain, SAMA ensures
the Kingdom keeps a pace with global market trends. While fintech is on the rise across the
region, this new money transfer via blockchain by the central bank will no doubt shine the
much-deserved spotlight on fintech in Saudi Arabia. Blockchain technology and Smart
Contracts are growing fast in the Kingdom. The technology uses digital ledgers, which then
use cryptography to verify transactions and cryptocurrency as the medium of exchange. The
smart contract, like blockchains, also involves the use of the internet to conclude and sign
contracts. The two technologies have a vast potential to bring transformative changes in
Islamic finance, especially in Saudi Arabia. One important thing to note about blockchains
and smart contracts services is that they are safer, unlike other methods of Fintech. The two
programs ensure the security of a transaction and facilitate its trackability. In this regard,
they can make the financial environment safer. While Saudi’s government has been hesitant
to adopt the new ledge technologies, it slowly appreciates the technology. The SAMA is
responsible for licensing smart contract and blockchain companies.
It is now a necessity to have a clearly defined and transparent legal environment to protect
the users and fintech startup. Because each Fintech startup are subject to the applicable law
of the place of its registration, said jurisdiction shall enact an up to date Regulation
(hopefully to be in accordance with the international best practice) in order to regulate the
business of the Fintech's platform. Consequently, while I am of the opinion that national
legislative bodies shall regulate the Fintech industry and the Fintech shall evolve within a
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clear legal framework (not only taxing them like in the GAFA in EU), I believe the small and
not sustainable Fintech Co. will disappear as the Regulation will consolidate the Fintech'
market and this consolidation will be 100% beneficial to the user of the Platform, as it shall
reduce the legal and financial risks exposures, and boost the massive use of said platform
which will allow investment in SME and growth of the local, regional, international economy.
I would say to preserve the rights of the users and not let it go to an open capitalism market
Central Banks/Regulators shall define a standard to be adapted by all international, regional
and local financial institution, central banks in order to regulate the rights and obligations of
all stakeholders using the fintech for financial services. This is what is SAMA doing with its
Fintech sandbox.
In December 2019 the IMF adopted a fintech regulation and supervision process covering 10
jurisdictions including developed and developing countries. This framework mirrors the
established responsibilities for financial sector policy, supervision and development. Same
goes for the World Bank which with the IFM launched the Bali Fintech Agenda paper in
October 2018, to propose a framework on high-level fintech issues that countries should
consider in their domestic policy discussions. Said acknowledgement of the disruption of the
traditional financial system by the Fintech is also done by the OECD which calls the member
states to jointly regulate a legal framework for the use of the Fintech platforms. Therefore,
the EU parliament is now discussing to adapt a union legal framework to regulate the fintech
industry, this in order not to let the player dictate the game. I believe this regulation of the
industry is possible only based on the outcome of the sandbox that take place in each
country. It is of the highest importance to have a cross border standardization of the
regulation of the fintech thus to avoid the forum shopping (for the start up to make use of
the taxation difference in each country, like the GAFA in EU that registered in Ireland to pay
less taxes).
In my opinion, the SAMA’ authorities have developed and put in place an amazing legal
framework to regulate the operation of the Fintech Startups in the Kingdom allowing users
to do transactions in a fast, safe and transparent manner, that shall contribute to the growth
of the economy toward the Kingdom’ Vision 2030, while learning from the best practice
worldwide.

Badr Alarishi
Founding Partner
Badr Alarishi Law Firm
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