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Fintech
Is Nigeria going cashless?
Embracing Digital Transformation in Africa's Largest Economy

Nigeria's financial landscape has witnessed a remarkable transformation driven by the rise of financial
technology (fintech). The concept of going cashless has gained significant momentum, particularly steered
by the government’s ambitious pursuit for a cashless economy coupled with the increasing adoption of
digital payment solutions. Just few years after the Central Bank of Nigeria (CBN) launched the country’s
(and Africa’s) first digital currency — eNaira?, the CBN has launched a domestic card scheme, AfriGo,? to
fortify its quest for a cashless economy spiraling many including small and medium scale enterprises to
brace up for change.

Major Forces Driving the Cashless Movement

Firmus' evaluation of Nigeria's journey towards a cashless society is rooted on four fundamental premises:
(1) decrease in cash dependency, (2) growth in fintech infrastructure, (2) boost in financial inclusion, and
(4) increase in cost savings.

1. Decrease in cash
dependency: Historically,
Nigeria’s  reliance  on
physical currency has led
to security vulnerabilities,
inefficiencies, and
challenges in maintaining
transparency in financial
transactions. Majority of
the government’s cash

Figure 1: Major Forces Driving the Cashless Movement

Decrease in cash dependency

Boost in financial inclusion

transactions for instance
have crossed legal limits,
with  over  $2.4billion
withdrawn from
government accounts in the form of cash.? Also, a large percent of adult Nigerians continue to use
cash as the primary medium for completing transactions. Embracing digital payment solutions
offers a way to reduce dependency on physical cash, mitigate risks associated with carrying large
cash such as robbery, and enhance the overall efficiency of conducting transactions. As more
individuals and businesses transition towards digital platforms, the advantages of conducting
transactions without the constraints of physical cash become increasingly evident.

Increase in cost savings

1 https://www.reuters.com/technology/nigeria-launches-enaira-amid-hope-scepticism-plenty-uncertainty-2021-10-25/

2 https://www.cbn.gov.ng/FeaturedArticles/2023/articles/CBN_Unveils_National_Domestic_Card.pdf
3 https://africa.businessinsider.com/local/markets/nigerian-governments-plan-to-go-cashless/5c20zzj
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2. Growth in fintech infrastructure: Nigeria’s fintech ecosystem has evolved from its nascent stages

to a robust and dynamic landscape. With the proliferation of digital payment solutions, mobile
apps, and online platforms, Nigeria's fintech ecosystem is expanding at an unprecedented pace.
This growing trend has not only revolutionized how Nigerians transact and conduct business but
has also led to further diversified offerings including insurance technology, blockchain-based
solutions, cryptocurrency adoption, and robo-advisors resulting in a growing number of Nigerians
embracing digital assets for remittances and investments. Data from the Central Bank of Nigeria
shows that the total volume of e-payment has increased significantly from about 5 billion in 2020
to about 22 billion in 2022. In terms of value, total e-payment transactions shot up from about
#4783 trillion to #1,550 trillion within the same period (See table 1 on the breakdown of total e-
payment transactions from 2020 to 2022).

Table 1: Industry E-Payment Figures by volume and value, 2020 - 2022

| Value

Volume

Channels 2020 2021 2022 2020 2021 2022
Cheques 11.61M 18.26M 16.91M 9113B 156078 15251B
ATM Transactions 96843M  1,599.19M  1,506.99M 12004B  21231B  32648B
POS Transactions 382.85M  2,743.56M  3,885.78M 2806B 244558 41036B
Internet (Web) Transfers 3,432.60M 10,321.58M  14,063.93M 2356188 545040B 7836608
NEFT Transfers 125.27M 172.79M 88.47M 1725428 410171B  477367B
RTGS Transfers 11.08M 1.04M 0.29M 3388858 5882068  73706B
USSD Transfers 292.97M  552.91M 516.08M 2976B 51808 44948
Mobile App Transfers (Not 249.08M 831.54M  1,861.36M 193788 532088 1111228

Mobile Money)

Direct Debits 1.76M 103.28M 151.01M 17668 23012B 264098
MMOs 449.75M  1,201.54M  1,926.29M 94298 153958 32599B

Total E-Payment Transactions  5,081.29M  16,325.89M  22,073.91M 783169B 1670503 15504438

Source: Central Bank of Nigeria*

Noticeable within the growing fintech space is the emergence of Fintech startups as game-
changers causing both innovations and disruptions within the fintech ecosystem. Between 2015

and 2022 alone, total

value of fintech startup Figure 2: Total value of fintech startup funding in Nigeria
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4 https://www.cbn.gov.ng/Paymentsystem/ePaymentStatistics.asp
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the Investment in Digital and Creative Enterprises (iDICE)® and jointly financed by major
developing partners such as African Development Bank, Agence Francaise de Developpement and
Islamic Development Bank, to support young tech entrepreneurs who particularly find it difficult
to raise capital.® The expanding fintech infrastructure together with increased capital traction in
the sector demonstrates the adaptability of the Nigerian market and signifies the readiness of
consumers and businesses to embrace digital alternatives to traditional cash transactions.

3. Boost in financial inclusion: Although Nigeria’s evolved fintech ecosystem has led to a decrease
in the unbanked population, there still remains a gap of about 64 million” people that are yet to
be captured. Firmus recognizes that one of the most transformative outcomes of Nigeria's cashless
trajectory is the potential to promote financial inclusion on an unprecedented scale. With a
significant portion of the population unbanked or underbanked, fintech companies are presented
with a unique opportunity to bridge the financial divide. By providing accessible and user-friendly
digital payment platforms, fintech firms are opening the doors to formal financial services for
those who were previously excluded. With a cashless system in place, Firmus anticipates a
potential faster rate of capturing the unbanked population, improving the socio-economic status
of millions and propelling economic growth across various sectors.

4. Increase in cost savings: The significant cost savings that the adoption of digital payment solutions
and cashless transactions can yield cannot be overemphasized. Embracing digital payment
solutions not only enhances convenience but also offers a cost-effective alternative to traditional
cash transactions. The elimination of physical currency reduces the expenses associated with
printing, transporting, and handling cash such as ATM fees and currency conversion costs.
Businesses can streamline their operations by adopting digital payment methods, resulting in
lower administrative costs and increased operational efficiency. By creating an environment where
both businesses and consumers can enjoy the advantages of reduced transaction costs, Nigeria is
incentivizing the adoption of digital payments, further driving the nation towards a cashless
future.

As the nation continues to navigate its path towards a cashless future, these driving forces provide
a strategic framework for understanding potential impact, opportunities and challenges that lie
ahead.

5 iDICE is a government initiative aimed at fueling innovation and entrepreneurship within the digital tech and creative industries.
6 https://www.reuters.com/technology/nigeria-launches-672-million-tech-fund-young-investors-2023-03-14/
7 https://africa.businessinsider.com/local/markets/64-million-people-in-nigeria-still-unbanked-world-bank/nxymp3b
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Current Fintech Solutions in Nigeria

Since the early 2000s when Nigeria began its journey towards a financially techy economy with the rapid
adoption of mobile phones and growing need for innovative financial services, the country has seen a
widespread introduction of fintech solutions that have significantly re-shaped the financial ecosystem.
These solutions span various segments, from mobile payments and digital wallets that enable swift and
convenient transactions, to peer-to-peer lending platforms that enhance access to credit. Online banking
platforms or digital banking and neo-banks are also redefining traditional banking experiences, while
remittance services are streamlining cross-border money transfers. In recent times, there has been a rise
of cryptocurrency platforms and blockchain applications which are gradually gaining deep ground,
introducing new ways of conducting transactions and opening new doors to financial activities. Below are
key segments of fintech solutions in Nigeria including major players dominating these segments.
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Insurance  Technology  (InsurTech) uses
technology to simplify insurance processes,
offering more accessible and customizable
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Impact on Economy, Sectors, and Industries

For the past decade, Nigeria has reaped huge benefits due to growth and transformations in the fintech
sector. Since 2018, over S1billion has been invested into the fintech sector fueling economic growth and
development.? Additionally, the proportion of unbanked has decreased with improved access to payment
services, credit and savings. For instance, an initiative undertaken by the Central Bank of Nigeria in 2012,
the National Financial Inclusion Strategy in 2012, was set to see adult Nigerians with access to payments
service increase from 21.6% in 2010 to 70% in 2020 while those with access to savings increase from 25%
to 60. Additionally, those with credit access was to increase from 2% to 40% over the same period.®

The transition towards a cashless society in Nigeria holds significant potential to reshape the nation's
economy including its sectors and industries across various dimensions as well as reap in positive benefits.
This transformation, driven by the adoption of digital payment solutions and fintech innovations, has far-
reaching effects that span economic growth, consumer behavior, operational efficiency, and overall market
dynamics.

We anticipate that the pursuit for a cashless society will not only further decrease the underbanked
population but also enhance economic growth and productivity in Nigeria. With businesses having their

8 Torsten Wezel ; Jack J Ree, IMF: Nigeria—Fostering Financial Inclusion through Digital Financial Services: Nigeria, March 2023
9 https://www.cbn.gov.ng/fininc/
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operations streamlined and transaction times reduced following the adoption of digital payments, we
project enhanced productivity across sectors, ultimately contributing to economic development. From our
assessment, we predict that the outcome of this movement could see several million added to the
economy. We also expect this transition to shift human behavior to seek more online transaction thereby
boosting the need for e-commerce and online marketplaces. This behavioral pattern could trigger
innovations from businesses to meet new demands, which could also stimulate cross-border trade and
commerce.

Industries and sectors will experience their fair share of impact. While retail, e-commerce, and financial
services will see an exceptional boost in their sectors, other sectors will also be hit with major
transformations which present many opportunities amid setbacks and challenges. Nevertheless, these
strides present a plethora of opportunities for potential investors.

Market Potential and Investment Opportunities

The convergence of a burgeoning fintech ecosystem, a tech-savvy population, and a government
commitment to digital transformation creates fertile ground for both local and international investors.
Firmus identifies six (6) major market potential and investment opportunities that the cashless drive
presents in Nigeria.
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Nigeria's large unbanked and underbanked population represents a significant untapped
market (about 64 million people). Fintech companies that can develop user-friendly and
accessible digital payment solutions have the potential to capture a substantial share of this
market. Big fintech firms such as Interswitch, Paystack and Flutterwave are already leading the
fintech space in Nigeria with their innovations. There are currently over 200 fintech
standalone companies in Nigeria®® and we project that this number will grow in an effort to
get a piece of the untouched pie. A cashless economy could therefore gear up a new race to
acquire the unbanked, thereby presenting opportunities to potential investors.

1. Untapped Market

In addition to the large unbanked bracket, rapid urbanization and increasing digital literacy
levels are driving the adoption of digital technologies, including digital payments. As more
Nigerians move to urban areas and embrace technology, the demand for cashless payment
solutions grows. Investors can therefore explore opportunities in expanding internet
connectivity, mobile networks, and payment gateways to meet the growing demand.

As the adoption of digital payments increases, the need for robust digital identity verification
and cybersecurity solutions becomes paramount. Cybercrime in Nigeria has witnessed
extraordinary growth since the proliferation of fintech causing a rise in demand for
cybersecurity solutions. Investors can therefore support companies that offer secure
authentication methods, biometric technology, and fraud prevention solutions or explore
opportunities to directly enter this space.

3. Cyber security

Increased adoption of digital payments has also fueled online marketing and e-commerce in
Nigeria. The likes of Jumia and Konga have dominated this space with large market share
creating convenient shopping for many Nigerians. The e-commerce market is projected to rake
in about $6.7billion in revenue in 2023, and revenue is expected to grow at an annual growth
rate of 10.8% hitting about $10 billion by 2027. Investors can explore opportunities in online
marketplaces, payment gateways for e-commerce platforms, and logistics services to support
e-commerce. As more consumers shift towards online shopping, investments in this sector
can yield substantial returns.

10 hitps://www.mckinsey.com/featured-insights/middle-east-and-africa/harnessing-nigerias-fintech-potential

1 https://www.statista.com/outlook/dmo/ecommerce/nigeria
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A cashless economy provides cross-border opportunities. Cross-border opportunities within
Nigeria's evolving cashless landscape present a compelling investment avenue for both local
and international investors. As the nation transitions towards a cashless society, the seamless
and efficient cross-border transfer of funds becomes a priority. Fintech innovations enable
secure, instantaneous, and cost-effective cross-border transactions. Investors who recognize
this potential can tap into an expanding market, supporting fintech startups that offer cross-
border payment solutions, currency conversion platforms, and international remittance
services. By facilitating frictionless cross-border transactions, these investments not only drive
economic growth but also contribute to Nigeria's integration into the global digital economy,
positioning the country as a hub for international business and financial activities.

5. Cross-border transactions

Lastly, venture capitalist opportunities abound amid the growth of fintech firms presenting
investors with a dynamic avenue for growth and innovation. As the country accelerates its
transition towards a cashless society, a surge in fintech startups seeking capital to drive their
innovative payment solutions will emerge. Venture capitalists who invest in early-stage
ventures have the chance to shape the future of finance while reaping substantial returns.
These investments support the development of cutting-edge digital payment platforms,
mobile wallets, and innovative financial services that cater to the evolving needs of consumers
and businesses. By identifying and nurturing promising fintech startups, venture capitalists
not only contribute to economic growth but also establish themselves as key players in
transforming Nigeria's financial landscape, and thereby, capitalizing on the opportunities of a
cashless economy.

The opportunities outlined above could not be made possible without the government's commitment to
digital transformation and financial inclusion that has led to the implementation of policies and regulatory
frameworks that support the growth of the fintech sector. Over the years, Nigeria’s government have
introduced diverse policies, regulations and initiatives to lead the country towards a cashless society.
Recent efforts were the introduction of e-Naira and AfriGo card to gradually phase off the use of cash. In
addition to these, Nigeria’s government introduced The Nigeria Startup Act, 2022, a joint initiative
between the government and the Nigerian tech startup ecosystem to harness the country’s technology
ecosystem and ultimately position Nigeria as the leading digital technology centre in Africa (read more on
our previous article on an overview of the Nigerian Startup Act 2022 here). With its enactment and
implementation, the regulatory landscape for fintech startups has undergone a substantial transformation
allowing for expansion and innovation. These government support mechanisms create a conducive
environment to transition the economy into a cashless society and could pull in investors who are looking
to enter the Nigerian market.


https://firmusnigeria.com/an-overview-of-the-nigerian-startup-act-2022/
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Challenges and Roadblocks

While Nigeria's fintech sector presents numerous opportunities, it also faces several challenges that
potential investors should be aware of.

Inadequate physical and digital infrastructure, particularly in rural areas, which mostly harbor the
unbanked, can hinder the seamless expansion of fintech services. Moreover, most of the people in rural
areas and other remote areas may require financial education to increase their financial literacy, without
which could slow down adoption rates and limit the benefits of digital payments. Beside these, a major
challenge could be resistance to change especially among older generations who find it more difficult to
embrace change. People who are often resistant to change require a shift in mindset and habits through
consistent educational investment to ultimately acquire them.

In addition to these, a major challenge is the issue of trust and security concerns. The rise in digital
transactions has led to an increase in cyber threats and fraud, necessitating robust security measures.
Building trust and ensuring secure transactions are critical to driving adoption as many Nigerians remain
skeptical about digital financial service and would rather prefer traditional banking methods. Moreover,
the collection and use of personal data in digital transactions raises concerns about privacy and data
protection. Developing strong data privacy regulations and ensuring transparent data practices are
essential to maintain consumer trust.

The Path Ahead - Future Outlook

As Firmus forecasts Nigeria's journey towards a cashless society, the road ahead is illuminated by the
promise of inclusivity and transformative impact on the economy. The move towards a cashless society in
Nigeria, powered by fintech innovation, holds the potential to redefine the country's overall financial
landscape. The convenience, efficiency, and inclusivity offered by digital payment solutions are gradually
transforming the way Nigerians transact. Beyond transactions, the future envisions a shift in consumer
behavior and business operations, underscored by convenience, security, and transparency. However, this
transformation necessitates robust cybersecurity measures to preserve user trust.

As the nation navigates the challenges and opportunities of this transition, collaboration among
stakeholders- regulators, financial institutions, investors, and users, will play a pivotal role in steering
Nigeria closer to realizing the vision of a cashless economy. In embracing this digital transformation,
Nigeria is not only modernizing its financial ecosystem but also paving the way for a more inclusive and
economically empowered future. With strategic alignment and unwavering dedication, Nigeria's pursuit
of a cashless society could indeed become a reality, an aspect many are questioning today!



