IRy RN EEN gW EEVERFR iy |

i i 5 v i 1JJJJJJJJLW_ J_J#J_J_j_lll“'u'
. ZOTO R | \ T 1 e
R EE ) AT i

1 HFG il ¥R o

IS

der 3o i 55 3 ULy 581 n]

18- 03- 2022

English Version

bicotge @l L gl gpall pladl 8590 (3 Llgn 195 canls OF AW Lorgd olg 2003 ) W Slesil] S
bY@ AU saelld) 20 KA auis Of

OV & e a S W (3 ol e ps o & < 2020 Ll 4

Copyright SADER © 2022



o 1,85 L G OV 4 Lo ) Sl e AL O G s 0l L sl &) 2slasY) Y6
oo BT g dW @ LW sl et 0l @ AW 2 Wy 2l 4 o slasYl wal bl sl e sl
ol S Gt dae QL) aigs Sl 3 T

Nss 5 2005 1) 2018 ple 3 Sl Vs Jbe 35 e 0Ll ULyl J&) sl 2dd) (U
U LSV s Loy 85le 57371ty Loyl 21 0l o 530 a2y (2021 ole 3 Sl
AR Stk sl S pedlly AV al Slbla V) 2l (s (JWy M Sy g AL

S i O (3 a o) Sladd) Lgme )81 (g 93Y1y Lol

sl 3 aidly Las @) Anlall plidl o st Slae Ll BIGL dm by 213Y) e Sodl il

oo ST s 18) Vel acadll sl o e wds AT sl odezel 23 e (il L 2 V)
Alaal) 2o o2l G 3.(2019 AW e el a5 de o) ad" Ysudb w1y (2019 pla
s S 30 (GVab ailsgh el (3 83 as Jolu Lo ) foog) Pla ISCae Vo) blie sSLU el
LVl Oy ey D pe 3L e halr cut gl padly dalaznd o Cles ¢ 55V ¢s

iy late Bles Blawl seid Ul (g5

Loid .rz‘)—\ bl g iprall OIS Al aessll Jlaw Lo S W 0SK ¢ slas) dSa saley oVl -
c el oYaas i) Lebls, PVl e aglll gl

Ok Crans @) sLas) B odd s A Lo o gl S O i e ST Gl

Copyright SADER © 2022



L AW L g SN

AW Lo oS 07 L) (3 L b s
@ Gulul Bes cals FinTech U1 i
b bl B ls] 248 (SCas sl
et 3L Cans e eel (o
Slasll Loy o wsly 9 Al wlaw sl

AW olead CLb &

S Lo o oS o Lot dlgndl i
sl JW ool 3 bty Slbnmall supud) 2ol oS wlsladl) ks o abluy S
DT a3 o gl Badally oA saelid 5,05 Jo a3 DLV g Jgast) (W) e 1Yl Sl pllad i

pde Jomg IS jais sad) Sl ol S elpw d e s Vly Lgte 23301 O (8 Bolsy (JL
AW Sbadl ) Jsodl 5G] im0 legdall 3wl

Sleddly AU Largl oS ot (3 lyshadl) e Jadsal) 5l b3 MWl 3pmal) oISl s e dinls
by QW Jsetdl s 23 ) 2IW Sload) OF ZlzaYl el o 5 Jsast) Wl 5 ol pe 430l
Y S U 3 el g sLasW (3 dedl Balel ST ISy

Copyright SADER © 2022



DOk G AW Ll oS Ugies

2 sl AW obead ob slay) e Y

V‘\
| ‘-\..'H"Kt._ e

PENMREORERNINIINY = o). o mw

NEF W

cboll 548 sl S [ PR CWA Y
DS pr ookall sl U] Y sy
055 0L Bl e Lo L oSl oos fuady U2 (8 581y ol sl comnnls, O (3 255 780Y) 3
S REXU NPT

el S8 5 W Slewsll LUIS; B Sl puis ¢ Ol (3 AW L pSU g8l mosl 2l U
J e Lpdy o deas U b 2 JU Lo Sl Slomzieg leds o udall OB ¢ &3 s (Jopp) WPlowe
g 83002 IS8 gaas ok lly Bsed) ] dls ) aal) IS

sl ol pe W LS g 3 gty ol A2 jeeb Jo Ol Bran s ¢ AW AV LS
3 WM e el 25556 30sls Lol 06 0L &l Ll oS Jle (3 azal) wlSpedl o5 5."331 Loyl
AW g sled)) 2l aalasl 5y Y1 ods Jimd OF (2wl e

£ oo B0 Ol (8 AW Lo oS plad (3 Al e ) (4] ool 8390 (il 9 jlall 3287 U3 ey
L&V 3 ey el (3 s dadl e

QW el 058wy csMaall (sl (3 apy okl Slatdl miae LgamiSy B Largd oS o5 OF plal) s
Lleel Sgdl b o)l gl i)l jamm 5 AW Sladdl 23ls (3 85k ] e (o350 Lo BS

U,V 3 83smskly g o) dzisl) dols ¢ WY Jalize (3 3 Sl 0555 Of a8l e s WS 2
c oV Gl 3 JleeYI 8ol e anew ALl U5 aauly 3] B sbLL

Copyright SADER © 2022



2! sl clESY A g denld S-o! ) AU E
3 . £ j s s

(il Ol sl (59,0 el CW}H dudloJl glguudl dius

CAPITAL MARKETS AUTHORITY

adedl saeled) OB ¢ gV il wlblas] ek Old) W jeand) dm
AL Bl Ol 01l ol LYl

23y padll gl o Bdluas sy dlSang Aals Jlo ) ixn] Aul duds Ty mz 0T 0L Jo ot Y
Ol ASa Bale] ol e gl M slexe] ot LS calan] Olozy (3l pladl 2005 B3laza] o o0
S O)J u,a.% }a.J‘ ﬂﬂj C)‘;‘J""l J\;D c:\,’,u\j.«j\ Z\MM Sl )Lbl Cp)) c&u‘ an.s.U Z\L’ija.\] BJLGLJ
cade s ST oolaily slam W wogll jpaiy B olsled

ity pbyl pe Liabl (s3lam Flr gy b Aldl 5151y bl Slewsll et Jo 5S0 O e g Uyl

DU 258 mo IS sl (S Ay pulas Sgmg (59,80 0 b G ey Biol Ao las
c el plhadl esd 3 AL Sleadly loall slezey 3pelly 431 a0

DY pmezs ol e Sliaidly Gaedl 3 Sl et sle Slagiag anly Sli2 olzi] (9,201 o
AW bt Lol 1 Jso )l Siae el edlzin 1Y)

1Skeal) 231,83l LB ) Sl s U By 850 LmglsS Gy sy dgis Lo g1 3,201 0L (dans
55kl ol . (FinTech regulatory Sandbox) abu eyl cLas] U1 (ool Lejshadl Vi (3 a3y
AW Lol oSl e (3 2t 85l o) AapOU) Bbidnd) (lsdl) e B Aegast b a2

el Gl abld) Sledl oo 0 I e Ogladl) Bdlit ealis Ll 4T o (3 33319 205 Sl ot
Slel ] di gy S IS dadandly 200 Sled) oLl i QW Sy lle (3 3956y aes | mol

e O Bl Oles g 231 gl el a8 Lotk 3las )l sl AU L oS IS e
- oldbl)

Copyright SADER © 2022



3

o (63 s ) clzi] 3 sdelelly aJU) La oSl glany L o gl smn AW olaldly aslidll 4684
Ll pe ool (3 Jo W (3 jlazme YU erghl 2 L oS 0578 e ot (a5 B L S
CBLas e Jsadl e masd) Sy Jl olg] T e W Blewdl sy (S0 Lo

s Of g Ol 3 AW wlaadl edis s ik gy 3 dedad) olllasll o duuadl Sls OF - 3

7358 Slilas lgin il AU Slaadd pUT o) WY Lealisinn] S 3y Bl oo A5 2lal dlis
(Incubators and . I Kal wliol-y whesll e @ saellly 2JU LS e @ JleeV)

(accelerators

: éﬁ\yj!

Azl O o ST @ eV Jols e BlLacll sl slis] e 5ad) Lo W L eI OY 1l
S sldly Wl b 3 S il e Wad Se Y e L bl Je Uald ssks BB Ul
gy e b S 0y Wsen 8T a8 0l Slad) famew o3 Cagpad) sleze] OB ¢ 5 e Sluy WY

C)L:L:.J‘ %ﬁr& dalazl) ujbd.\ ua.su SLC«L.A LSJ—"T 3..@_>— N
Qally sl S Al agmd) 2l ) sy ¢ (L Sl « G/ 5G4) wopl Al as .l OLE )

o 33U Sleddly 3 Lomsl g slaze] aolsy pshadl elsil 28 B3 6591 Jalsall s

Copyright SADER © 2022



A8

9l e 380 b Al g sladly Jela 3y slasY sl sly e 4 Y ¢ el ol BT b 3
ld Gl el L) 06w 30uad) a3 )l AW Sleadly bl OF Olasy and) dwd ) olasY) Sleas
ey

Lo I Lo oS ol (3pnal) plladll qead D) ), dd ) olpad) duds e lall) OUpdly 20,SCH 3,05 O
i V) Ol Yy adg ) saeludl 5yiy ldis Sdouin

Slegall ) Jswodll Gnmmn o3 el Oii OF ot ¢ Juld oy im0 B3lad) A0p Gdd ol e (D
- il sudd ] Slawsal) 3 dmall e saelldl e Sas ¢ o Y1 AW olaadly G )

Copyright SADER © 2022



KarimMouaffak

FinTech in Lebanon: A missed opportunity

||
o ”w\ for the banking and financial industry's
0

resurgence

18- 03- 2022

Digital financial services and FinTech can play a significant role in Lebanon's banking and financial
industry resurgence, provided the government and monetary authorities deliver the necessary

assistance.

A combination of economic and financial difficulties, followed by COVID-19, and the Port of
Beirut explosion on August 4, 2020, has been wreaking havoc on Lebanon for over two years now.
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The country's economic crisis has had the biggest impact. A recent report from an Economic
Monitor predicted that Lebanon's current economic and financial crisis would rank among the
world's top ten, if not the top three, most serious crises events since the mid-1900s. However,
Lebanon's GDP decreased from US$55 billion in 2018 to US$20.5 billion in 2021, and real GDP
per capita declined by 37.1%. Most people connect a severe contraction like this with war and
violence.

Banks have stopped lending and can’t bring in new customers because of severe capital regulations.
To overcome this, local banks have adopted a payment mechanism that separates old (pre-October
2019) dollar deposits from "fresh™ (post-October 2019) dollar deposits. Also, through unofficial
lirafication and haircuts, the country's official currency was prone to rapid devaluation (up to 85
percent on dollar deposits).

As the economy continues to restructure, the impact falls heaviest on small depositors and SMEs.
Lebanese pound's value continues to decline as inflation rates stay in the triple digits and the poor
and middle class are disproportionately affected by inflationary consequences, which are extremely
regressive. More than half of the country's population fell below the poverty line as a result of this
disaster. Hence, due to low foreign cash reserves and large import subsidies for food, gasoline, and
medication, essential services in Lebanon have collapsed dramatically.

FinTech :

’
‘ Since its implementation, financial technology, or
! FinTech, has been instrumental in reshaping how
people manage their money. Among other things, it
improved operational efficiency and client
satisfaction in the financial services industry.

FinTech is defined as the “portmanteau” of financial
technology, and it is considered to be “the
application of new technological advancements to
products and services in the financial industry.”

Mobile money and digital credit services, which mostly assist the poor and middle class, have
proved this promise worldwide, especially in African and Asian countries. These new technologies
can cut costs, solve information asymmetry and boost the accessibility to financial services.

Small businesses and low-income families might benefit from developments in Fintech services,
internet banking, and mobile money. As a result, digital financial services can facilitate financial
inclusion and development in the economy.
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According to prior research, traditional financial services being extended to low-income people and
small businesses have been linked to economic development and reduced income inequality. In
addition, as indicated by experts, digital financial inclusion may potentially be connected to stronger
GDP growth.

Lebanon’s FinTech Landscape :

It is clear that digital financial services will

mwlﬂll accelerate financial inclusion and the
-._!

economic recovery of the country. As for
Wm S LI EAS FinTech’s presence in Lebanon, local banks,
as well as registered financial and insurance
companies, provide FinTech services and
products that are licensed and recognized by
the Central Bank as a joint stock company
(s.a.l). However, many unlicensed FinTech services and products are provided by emerging entrants
to the market and mainly "start-ups” that are also structured as a joint-stock company or a limited
liability company.

Before the financial crisis, the Central Bank of Lebanon encouraged the emergence of FinTech start-
ups and banks with the release of “Intermediate Circular 331”. Fintech start-ups are required to have
a solid legal platform to operate within .Also, FinTech companies in Lebanon are already subject to
anti-corruption and anti-financial crime regulations.

However, the large number of banks, political interests, and the lack of advanced regulations
reduced competition in Lebanon's financial startup scheme, causing slow development and lack of
innovation.

Adopting and encouraging financial technology will definitely put banking and other services in
customers' hands, and financial inclusion will be possible for all.

Transparency in financial services is mandatory and must change the way banks do business.
Financial services should be accessible to low-income, rural and distant households, which will also
boost entrepreneurship.
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The need for regulatory reforms and a regulatory sandbox:
A Regulatory reforms are critical to building a better Lebanon.

dullodl @lgull i Ag 4 result of Lebanon's sovereign and financial bankruptcy and lack
CAPITAL MARKETS AUTHORITY o foreign exchange reserves, international assistance and private
investment are critical to its recovery.

Lebanon must create and implement a credible, comprehensive, and integrated macro-financial
stability policy in the short term. Also, to restore the banking system's viability, this approach would
rely on a debt restructuring program, a complete financial sector reorganization, a new monetary
policy framework, gradual fiscal adjustment, and growth-enhancing measures. Without them, the
social and economic situation will worsen.

Along with physical reconstruction, Lebanon must focus on improving its public institutions, a
better management of public administration, and providing an adequate economic climate.

In order to provide an enabling regulatory environment, it is vital to have clear and predictable
standards that can adapt technological development while promoting confidence and dependability
in financial products and services. It is necessary to establish a fair playing field for all market
participants and technologies in order to encourage innovation, customer preferences, and
accessibility to the best financial services.

The rapid development of innovative technology in growing economies like the Middle East,
coupled with regulators' proactive engagement in establishing regulatory sandboxes, lays the
framework for a new set of futuristic laws necessary to support the FinTech revolution.

Regulators worldwide used different approaches to collaborate with other regulators domestically
and globally to control the emergence of financial innovation.

They established innovation bureaus and implemented procedures that allow FinTech companies to
conduct trials, including competitions and funding.

A common method is a regulatory sandbox; it is a secure zone that businesses use to test their novel
"products, services, business models, and delivery mechanisms" before bearing any of the standard
legal implications.

Sandboxes are critical for the successful implementation of any innovative regulatory regime.

While there are many regulatory requirements that should be applied to financial service providers,
the Lebanese government and financial authorities should start by promoting awareness regarding
FinTech, and assist in creating a regulatory framework relevant to Fintech. Also, local fintech firms
should join an organization and engage in conversations with the central bank since the latter can
boost their ecosystem.
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Concerns:

Since Fintech has the potential to democratize money in both developed and developing countries,
it also has many risks. The government's involvement in securing benefits for consumers and
controlling dangers cannot be underestimated. Accordingly, adopting digital identification will
make banking services more accessible. However, some data privacy concerns should be taken into
consideration.

The absence of High-speed Internet (4G/5G, broadband), the lack of proper electricity
infrastructure, and many other factors are also obstructing the adoption of FinTech and digital
financial services.

Solutions :

Few examples of market incentives that might be used to remove barriers from the FinTech services
can be the implementation of FinTech business model competitions and assistance for innovation
laboratories and incubators.

Whether the government and the Lebanese Parliament can quickly implement fiscal, budgetary,
social, and governance changes will determine the amount and pace of aid and foreign investments.

Finally, the foundations of an inclusive digital economy must be built and a robust and creative
credit infrastructure must be set up to promote safe digital credit services and guarantee that new
digital financial products and services have appropriate disclosure standards to safeguard customers.

For an enhanced economic opportunity and inclusive growth to occur in Lebanon , digital
development must be paired with improved access to digital payments and other financial

services, as well as digital assistance for new and existing enterprises.
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