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SURVEY METHOLODOGY &

APPROACH
OVERVIEW OF RESULTS
OBJECTIVES ACROSS ALL STAKEHOLDRS

Distil key findings of the Fintech

Landscaping & Readiness Survey

EXAMINING THE SUPPLY
SIDE & ENABLING
ENVIRONMENT

Stimulating discussions of the

results

Sketching next steps to
Next Steps & the path to
developing a National
Fintech Strategy

developing a Nationall Fintech

Strategy




SURVEY
METHODOLOGY &
APPROACH




PATHWAY TO NATIONAL FINTECH STRATEGY

Drivers Forcing
Change

Without compelling
drivers forcing change,
the industry has very
little change of success

Drivers could be needs
driven, for example
financial inclusion,

economic prosperity, etc

Assessing
Environment &
Ecosystem

Is the environment
conducive to change?

Is there a Fintech
supportive ecosystem
and & what does it look
like?

Government & regulator
attitude to financial

transformation

Digital transformation at

Exploring Benefits
that Fintech can bring

Fintech is not worth
pursuing if they don’t
bring real tangible
benefits

Benefits can be a catalyst
to changing hearts &
minds & driving
initiatives

Examining Barriers &
Challenges

Explore barriers such as
Regulation / Licensing
New risks introduced

Lack of access to

infrastructure, such as
payment system , bank
accounts

Risks, Costs & Funding

SURVEY & ROUND TABLES

Formulating Strategic
Recommendations

Based on research,
formulate strategic
pathways
(recommendations) for
discussion with
stakeholders.

Assess appropriateness
and workability of
strategies in RNM

context.




Ecosystem for Digital Financial Inclusion

ENABLING ENVIRONMENT

Government Drive & Policy DEMAND

Government Ministries

Traditional Financial Regulatory Policies & Laws
Services Institutions & Financial Services Regulators Individual Households
their Associations

Infrastructure
National Systems & Technology
Fintech Newcomers Providers

(Start-Ups and Scale Ups)

Entrepreneurial Support

Micro, Small & Medium
Investors Accelerators Enterprise

Big Tech

Skills & Resources
Educational Institutions




Particpant Profiles S U RVE N

| Educational Institutions ‘

VEntrepreneuriaI V 7% ‘ :
Supporters : = < Government
| - - 7% =
4% : Associations L | FS Regulators

N

Alt Finance and Fintech
10%

\ '/ 385 PERIOD

N Aug - Sep 2022
P
? articipants 5 Weeks

Incumbents

o FORMAT METHOD

Online Survey Completion 7 Individual Surveys
First 10 Common Questions



HIGH LITERACY

50.2% University Degrees
49.2% Secondary Education

DEMAND

DEMAND LOW UNEMPLOYMENT

9.7% of Survey Respondents Unemployed
15.7% with no Bank Account

Individual Households

INTERNET & MOBILE

94% Smart Phones
96% Internet Access

B R] [&

LOW USE OF DFS
. . 58% Use ATMs
Micro, ;mall & Medium 51.7% Visit Branches
nterprise 43.7% Use Payment Cards
LOW SME USE OF DFS

32.5% Use eBanking - - 24/7 Availability & Time Saving
55.6% Visit Bank

T4

Prior Survey by CBCG I



RESULTS
OF THE
SURVEY

SUPPLY SIDE & ENABLING ENVIRONMENT




OVERVIEW
ACROSS
ALL STAKEHOLDERS




RATIONALE

Do you Believe there is a Need for Fintech in Montenegro?

Nooo for “NO”

Skipped

« Marketistoo small

 Toomany banks already & they
could launch digital products and
services

* People are not ready to adopt

digital financial services




BENEFITS OF FINTECH

Other (Please provide details)

There are no benefits

The Fintech sector can encourage foreign entrepreneurs and foreign direct
investment.

A stronger financial system because of healthy competition

More choice and benefits for Small and Medium sized businesses (SME)

More choice and benefits for the financial consumers

Alignment with international best practice

It will support the country’s ambition to be part of the EU

More financial inclusion

Develop the economy

%

| 0.3%

49.0%

63.8%

39.4

%

52.8%

67.0%

0%

10%

20%

30%

40%

50%

60%

70%

80%



FUTURE TECHNOLOGIES

Which Technologies will have the Biggest Impact on the Financial Services Sector in Montenegro in the
next 3 to 5 Years?

Other (please specify) i 1%

Innovative in payments, such as e-Wallet, QR Code

Regulatory technology (Regtech)

Internet of Things

Chatbots

Biometrics

Distributed Ledger Technology such as Blockchain

Cloud computing

Automation

Machine Learning

Artificial intelligence / Business Intelligence

o
X

10% 20% 30% 40% 50% 60% 70% 80%



FUTURE BUSINESS MODELS

Which Fintech Business Models are Likely to Emerge in Montenegro in the next 3-5 Years?

Other (Please provide as much detail as possible)
Investment and Crypto Currency Exchanges

Robo Advice

Insurtech (e.g., satellite based agri insurance or Sensor based insurance
(Internet Of Things - IOT))

Crowdfunding and Peer to Peer Lending
Comparison Website Portals

Open Banking

New payment business models (e.g., Merchant Payment Portals,

ewallets and crypto wallets, QR Code payments, Peer to Peer Direct...

Embedded finance (for example, getting a buy now pay later loan when
you buy a TV)
Financial Services Delivered by Social Media Firms (e.g., financial services
through Whats App)

Mobile Banking & Mobile Financial Services

1%

64%

28%

5 H
X
o\o (=)

o
X

10% 20% 30% 40% 50% 60% 70% 80%



OBSTACLES TO FINTECH

What are the Biggest Obstacles to Developing Fintech in Montenegro?

Other (please specify)

There are no significant obstacles

Lack of Government incentives to encourage the launch of Fintech ventures

Lack of support (such as Government support or Accelerators) for Fintech entrepreneurs
or corporations who develop Fintech solutions

Lack of investors who are willing to fund Fintech ventures.

The regulatory environment is challenging and present an obstacle to launch Fintech
products.

Insufficient technical skills/education to use online services

There is likely to be a low demand for digital financial services from consumers and
businesses.

The size of the market is too small

4.8%

48.8%

44.6%

60.1%

34.8%



LEGAL & REGULATORY BARRIERS

Which Laws & Regulation present the Biggest Obtacles for Organisations?

Other (please provide as much detail as possible)
There are no significant legal and regulatory barriers
Competition Laws and Regulation (are too restrictive)
Taxation Rules

Data Protection Regulation

Consumer Protection Laws (are too stringent)

Electronic Signature Laws (or lack thereof)

AML/CFT Regulation (e.g., Know your Client rules for onboarding and transaction...

Law on Contractual Obligations
Bankruptcy Laws

Company Law

Lack of specific laws for Fintech, Decentralised Finance (DEFI) and alternative digital...

Securities Laws
Insurance Laws
Banking Regulation (e.g., licensing, capital requirements, etc)

Payment System Regulation. List all that apply.

4.5%

7.8%

9.6%

16.8%

31.8%

7.8%

3.7

13.8%

7.8%

0% 10% 20% 30% 40% 50%

60%



RISKS OF FINTECH

What Risks & Challenges will the Introduction of Fintech bring to Momtenegro?

Other (please specify)

There are no significant risks and challenges that Fintech can introduce to our
market.

Fintech players will take market share away from banks and traditional
financial firms and make them weaker.

New Fintech firms may not fully comply, and they put the financial system at
risk

Digital channels bring greater risk of cyber security and crimes such as fraud
and money laundering.

More possibility of consumer harm (such as fraud and losses) as new Fintech
players enter the market

3

0%

3

10%

21.3%

24.6%

20%

30.5%

36.5

30%

%

40%

55.4

50%

%

60%



READINESS OF

TRADITIONAL
FINANCIAL SERVICES
SECTOR

Bank

Microfinance
Institution

Payment
Provider

Securities and
ment...

Insurance Firm

Intermediary
{Broker)

Wealth
Manzgement

Pension
Frovider

10%

T
2U%0

30%

40%

50%

60%

90%

100%




I'm not sure 9% (18) \

No 4% (7) ™. Has COVID-
3 19
Accelerated
the Adoption
of Digital
Financial
Services
Channels?

Yes 87% (165)




D I G ITAL Is your organisation currently implementing any digital
transformation initiatives?

TRANSFORMATION

n

EFFICIENCIES MARKET SHARE

Operational Efficiencies Online & Mobile Banking

* Al & Automation Online Portals

* Cloud Computing End to End Digital Customer Journey
» Digitization E-Wallet Solutions & Digital

» Digitization of Processes Payments

Cost Reduction

HYes HNoO I'm not sure



F I N T E C H Is your organisation currently developing and Digital
or Fintech Products or Services?

At Incumbents

EXAMPLES
Digital Payments & E-Wallets
Digital Credit Scoring & Lending
Digital Distribution Channels in Partnership of
Telecomms. Provider

Online Insurance Portal

HYes HNo I'm not sure




Does your organisation have a written Digital

Tramaf S 5 Does your organisation have a Digital Transformation
ransformation Strategy-

Department or a Responsible Senior Officer for DT?

| don"t know 9% (17) \
I don't know 21% (42) \

Yes 41% (82) Yes 41% (81)
g5

No 51% (101)
Mo 38% (76)

DEDICATED DT INFRASTRUCTURE




BENEFITS OF DIGITAL TRANSFORMATION

For INCUMBENTS

100% -
90% -
80% -
70% -

60% -

50% 48%

50% - 47% ° 48% 479
’ 45% ’ &

42%

40%
32%

30% -
26%
i 24% 20% 24%

20% -

10% -

4% 3% 3% 4%
0,
1% 1% 1% 1% 1% 1% 1% 1%

0% -

T
Help us improve efficiency Help us reduce costs Help us gain greater market  Help us deliver a better customer Help us open new markets that
share experience we did not serve before

T

B Strongly Agree B Agree Unsure Disagree Strongly Disagree



CHALLENGES OF DIGITAL TRANSFORMATION

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

For INCUMBENTS

53%
50%
45%
40% 41% 41%
35%
30% 27%
25% 24% 239% 0 23%24% 23%
20% 18% 18%
15%
10% 9% 9% 10% 10
6% 6% 5%
3% 2% 4% *% 1%
x x x x x
Lack of buy in from The market There is already too Lack of capacity or Lack of knowledge Regulatlon is a barrier, Lack of budget
Executives or opportunity is not big much competitionin  talent to implement about how to and they need to
Managers enough to justify our sector digital solutions implement digital change?
investment transformation or build

digital products

B Strongly Agree H Agree Unsure Disagree Strongly Disagree



Do you believe that new Fintech start-ups
and growth businesses:

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

65% 66%

44%
17%
13%
2%
: : : —
Create Pose athreatto  Offer partnership Create a risk to the Are good for Other (please
opportunities for your organisation opportunities that financial services financial inclusion  provide further
your organisation? and your market will help us expand sector as a whole? as they will be able details)
positioning? our business? to serve markets

we cannot?



READINESS OF

FINTECH & ALTFI
SECTORS

Alternative
Finance...

Fintech based
Financial...

Software
provider to..

provider to..

10%

15.79%

20%

30%

40%

50%

60%

10%

90%

100%




Do you believe there is a market demand for Fintech products and
services in Montenegro?

M Yes there is a demand

B No — businesses and individuals prefer dealing with
traditional players

® No - businesses and individual prefer using cash

| do not know

B Other (please specify)




BENEFITS OF FINTECH

For Fintech & Alternative Finance Firms

100% -

90% -
80% -
70% -
63% 63%
60%
60% - 56% 56%
% 47%
20% ’ A4%A4%
4
0% 1 ..,
33% 31%31% 31%
30% - 25% 25%
19% 19% 19%19%
20% -
13% 13% 13% 13%
10% - 7% 6% 6% 6%
0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%
0% -+ T T T T
Increased revenue Makes us more Open new Provide products Reduce costs of Be able to expand It allows founders It allows us to
competitive  untapped markets and services not products or by selling our  and shareholders make a difference
because of lower (which currently available services for our products and  to exist with high in Montenegro’s
costs incumbents in Montenegro customers services to reward financial sector
cannot access customers outside

Montenegro?

B Strongly Agree  H Agree Unsure Disagree M Strongly Disagree



100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

CHALLENGES OF FINTECH

For Fintech & Alternative Finance Firms

44944%

40%

13%
7%

0% 0% 0%

47%
44%

31%
27%

13%

13%

0%

67%

31%
25%
19%

13%

20%
13% 13%
0% 0%

38%
31%

38%

25%
19%
13%
6%

T

T

T

Regulationis a Small market size Lack of investor Lack of talent or

with little
commercial

big challenge for
us and our sector

opportunities

hard to find
talented staff

funding

B Strongly Agree B Agree Unsure

13%
7% 7%
T

T

T

T

Infrastructure High competition Lack of support Lack of support

challenges (e.g., with large
access to traditional
payment players
gateway, or
electronic

signatures)

Disagree Strongly Disagree

for
entrepreneurs
and start-ups

from
Government



LEGAL & REGULATORY BARRIERS

. For Fintech & Alternative Finance Firms

90% -
80% -
70% -+
63%
60% -
50%
50% -+
40% -+
30% - 259%
19% 199
20% ’ &
13%
10% - 6%
0%
0% - T T T T T
It’s hard to get a High capital Challenging Know Electronic signature Consumer Data protection  Regulators do not There are no legal
license for a adequacy Your Client (KYC) laws do not work protection laws are rules are too allow cloud and regulatory
financial services requirements make rules for well making it too onerous onerous computing barriers
business it hard to start a onboarding and challenging to
Financial Services transaction engage with
business verification customers at a

distance



Do you know what types of Government support is What specific support would you like from
available for entrepreneurs in Montenegro? Government to help you build and grow a Fintech
venture?

Tax incentives - 1494
59%
Yes 38% (6) Support (2.2...

Fintech park
with office... 25%

Grants and
Funding 50%

Mo 3% (10)

Support to
EXDOrt Ouf.

Mo support is
required fro... . 6%

0% 10%% 20% 30% 40% 50% G0% T0%% 0% a0%  100%

GOVERNMENT SUPPORT

For Fintech ENTREPRENEURS

38%




PARTNERING & FUNDING CHALLENGES

For Fintech & Alternative Finance Firms

How easy or difficult is it to partner with an How easy or difficult is it to get finance (or funding)
incumbent firm (like a bank or insurer)? for your venture in Montenegro?

Almost Impossible 6% (1) \
Easy 13% (2)

Easy 19% (32) Not Applicable 13% (2) \

Almost Impossible 25% (4)

Challenging 50% (8)
Challenging 75% (12)




READINESS OF

FINANCIAL SERVICES
REGULATORS




100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

21%

Capital adequacy

REGULATORY BARRIERS FOR
FINTECH NEWCOMERS

48%

17%

31%

T

Licensing process is  Licensing takes too

requirements are too challenging for start- long (and start-ups

high

ups

have to wait a long
time before earning
revenue)

Compliance burden
is too high for start-
ups, who lack
regulatory capacity
and skills.

28%

28%

10%
0%
T
Entrepreneurs are In my view, start-ups I'm not sure Other (please
reluctant to launch will face Little to NO specify)

Fintech ventures

regulatory barriers to

because of complex launch their Fintech

regulatory
requirements

venture



Through an Innovation Hub

. Through a Regulatory Sandbox
Do you believe that regulators should support the

entry of Fintech newcomers to your sector?

Through awareness campaigns, informing Fintech
innovators of available support

' not sure 27.50% (8) ~ By holding reguilar meetmgs and exchange of ideas
with Fintech innovators

Through Hackathons (where ideas are tested)

By providing training and education on the role of
the regulator and compliance requirements

I'm not sure

.

Yes 72.41% (21)

Other (please specify)

REGULATORY R4 del tqulel @] gpas,

48.28%

41.38%

I 3.45%

37.93%

41.38%

20.69%

0%

10%

20% 30% 40% 50% 60% 70% 80%

90%

100%



REASON FOR SUPPORTING FINTECH

100% A
90% -+

80% -

76%

70% A

60% -

50% - 48% 48%

40% -
30% -

20% - 17%

14%

10% - 7%

- 3%
T T T T

Will help individuals  Improves fairness and Will make the financial Pose a significant risk toPose a significant risk to  Will have little or no  Other — please provide
and businesses get the level of service system stronger (as the financial system  individual consumers impact on our sector details
better access to finance  because of greater  more players enter the and businesses
competition market and compete)

0% -




REGULATORY MEANS

For Supporting Fintechs

Allow licensing of small Fintech firms through the lighter registration
process, rather than full authorisation (like in EU)

Reduce initial capital requirements for low volume, low risk businesses

Lower compliance requirements for small start-ups

Empower regulators through legislative changes, to encourage innovation
and allow Sandbox testing

Legislative changes to allow Peer to Peer Lending and Crowdfunding

Legislative changes to allow non-bank payment service and e-wallet
providers

Legislative changes to accommodate digital currency and blockchain based
Fintech business models

Regulatory exemption (i.e. no license) for small lenders who lend to SMEs

No regulatory changes needed

Other (please specify)

7%

48%

0%

T

10%

T

20%

T

30%

T

40%

50%

T

60%

T

70%

T

80%

T

90%

1

100%



PERCEIVED RISKS POSED BY FINTECH

From a Regulatory Perspective

100%
90% -
80% -

70% -

59%

60% -

50%

40%

30%

20%

10%
0%

0%

Unlevel playing fields Unintended Financial stability = Consumer harm as Cyber security, Shadow market as  Fintech poses little Other — please
if Fintech newcomers consequences such risks (because more new players  money laundering more financial firms  or no risk to our provide additional
have less onerous as weaker firms newcomers cause enter the marketand  and fraud risks are exempt or have sector (in my view) details
requirements entering the market incumbents to fail). do not fully comply light regulatory
requirements



REGULATORY
CAPACITY SE—-_
CONSTRAINTS

We have adequate number
of people with the
right skills 10%

We have adequate number
of people, but need

to upskill them on

Fintech 28% (8)

We do not have adequate
number of people

with the right skills

to... 48% (14)




READINESS OF

Other (please specify) 19% (5)

Ministry of Education 4% (1) ™~

Ministry of Public Administration
4% (1)

Ministry of European ~

Affairs 26% (T)

GOVERNMENT

MINISTRIES

Ministry of Finance 41% (11)

Ministry of Capital
Investment 4% (1)




| don't know 17% (3) \

Yes 83% (19)

SHOULD
GOVERNMENT
SUPPORT THE

DEVELOPMENT
OF FINTECH?




HOW GOVERNMENT CAN SUPPORT
THE DEVELOPMENT OF THE FINTECH SECTOR

100% A
90% -

80% -

72%

70%

60%

50%

39%
40%
33%
30%
20%
10% 6%
0% T T
1. Develop and 2. Tax incentives 3. Tax incentives4. Tax incentives 5. Support for 6. National 7. Support 8. Raise 9. Raise 10. Other
implement a for Fintech for investors for Foreign exporters of Accelerator / Fintech skills awarenessin  awareness of (please specify)
National Fintech start-ups who investin  Fintech firms innovative Tech Parkto development in foreign markets the benefits for
Strategy Fintech wanting to enter Fintech accelerate the country of Montenegro’s foreign Fintech
Montenegro products and Fintech Fintech entrepreneurs
Market services capability to launch in

Montenegro



GOVERNMENT CHALLENGES OF

IMPLEMENTING A FINTECH STRATEGY

72%

T
Failure to find an Coordination of Lack of capacity A changing political Lack of skillsand  Lack of fundingto There are no major Other (please
owner for the implementation (Government is landscape know how within implement the obstacles that specify)
National Fintech activities among  already stretched) Government Strategy Government will
Strategy diverse stakeholder face in
groups implementing the
Fintech Strategy




VIEWS OF

Other (please specify) 7% (1) \

- Accelerator or Incubator

33% (5)
Development Partner ——_

or Donor Agency 27%

(4)

™ Tech Hub providing Offices
& other Services 7%

Investor 27% (4) (N

ENTREPRENEURIAL
ECOSYSTEM




Does your firm already have in place (or plan to
establish) a Fintech Accelerator?

Yes We already have a Fintech Accelerator in place | 0%

D E D I CA I E D Yes, we plan to implement a Fintech Accelerator | 0%

No, we do not have any specific accelerators for

. 22%
Fintech

ACCELERATOR

N/A 56%

Other (please specify) 22%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%




CHALLENGES FACED

BY FINTECH ENTREPRENEURIAL SUPPORTERS

0% 0% 0%
T T T T T
We can’t find many The quality of Fintech  Regulatory uncertainty We can’t find sufficiently Market demand would We do not understand There are no challenges  Any other factors —
Montenegrin Fintech ventures that we see, is prevents us from skilled mentors to be very low for Fintech this sector and therefore please provide as much
firms to support or still low and needs supporting or investing support Fintech products and therefore  prefer to stay away details as possible
invest in further development in Fintech ventures ventures we do not support
Fintech ventures




BARRIERS FACED BY FINTECHS

ACCORDING TO ENTREPRENEURIAL SUPPORTERS

Government policy hinders the development of Fintech (explain —in a separate
guestion)

Regulation is the biggest challenge

The market size is too small to build a scalable business

Lack of knowhow on how to build a Fintech business

Lack of support available to Fintech founders and scale up firms

Lack of investment

Lack of skilled people

They do not face any obvious barriers

Other (please specify)

|

|

|

|

|

|

11%

33%

33%

22%

44%

0%

78%

T T T T T

10% 20% 30% 40% 50%

T

60%

T

70%

T

80%

T

90%

1

100%



LANDSCAPING

FINTECH
SKILLS & CAPACITY BUILDING




Do you believe Associations have a role to play How can Associations play a role | developing
in building digital skills? digital skills within your member firms?

We can play an active role in building Run digital (& Fintech) training
digital skills within our member firms programmes for our members

Run digital transformation (&

It is not our responsibility (as an Fintech) workshops

industry body) to develop digital skills
within our member firms

Host digital (& Fintech) events or

Building digital skills and capacity is the conferences
responsibility of each member firm,
however, we can provide guidance. Provide guides and resources (in

the area of digital transformation

& Fintech)
We have no responsibility to build

digital skills within our member firms Provide inhouse paid & customised

training to individual institutions

Other (please specify) Other (please specify)

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%100% 0% 20% 40% 60% 80%




Does your educational institution currently offer
any specific qualifications or courses in digital
financial service (DFS) or Fintech?

Yes 13% (3)

I'm not sure 35% (8) \

No 52% (12)

Do you believe there will be sufficient student
demand if your educational institution offers
qualifications or courses in Digital Financial
Services and Fintech?

I'm not sure 30% (7) \

Yes 61% (14)

No 9% (2)




In your view, how can students gain practical experience in
Fintech and Digital Financial Services?

100% -

90% -

80% -

70% -

60% -

50% -

40% -

30% -

20% -

10% -

0% -

Secondment to a Post qualification
financial institution or work experience to
Fintech firm as part of  get certified as a

the course (before Fintech or DFS
qualification) professional

Hackathons

Joining a Fintech

Accelerator who

provide practical
training

Join a Sandbox

0%

Other (please specify)




NEXT
STEPS TOWARDS A
NATIONAL FINTECH STRATEGY




1. Discuss & Agree
Mechanism with Stakeholders
. Draw out for aroad map
. Stakeholder on recommendations

through

. Development & Approval of a

. Coordinated of the Strategy
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D<) Jay.tikam@vedanvi.com

% +44 203 102 6750

https://Vedanvi.com
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