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EXECUTIVE SUMMARY
For Turkey’s young and tech-savvy population living in a time of national political and
economic uncertainty, individual financial security has never been more important. The
question is: to what extent can the fintech sector, even in its adolescence, help to improve
financial inclusion and financial health for all?
In a country where three in ten people
don’t have a bank account, but where
nearly everyone has a mobile phone,
what opportunities are there for alternative financial service providers to fill the
void left by the traditional banking sector?
Moreover, what do fintechs have to offer
the small and medium enterprise sector,
which despite accounting for over nine
in ten companies, often find the doors of
traditional banks closed to them?
This study starts by considering
the enabling environment for fintech
in Turkey, finding a population that
is dynamic, connected, and ready
to embrace digital payments. It also
considers the vibrant and well-resourced
startup landscape, in which nearly two in
ten startups are fintechs.
In terms of financial inclusion, fintechs
in Turkey offer a range of services,
including payments, financing, corporate
finance, personal financial management,
insurance, crowdfunding, and software and solutions platforms. Fintechs
develop new products for those who do
not use traditional financial services, with
features that address obstacles to financial inclusion. This is either in the form
of new products to meet niche needs, or
creating products for groups who can’t
typically access them from traditional
providers. Fintechs also offer financial
services through user-friendly interfaces,
providing not only a better customer
experience but also better services in
terms of accessibility, speed and price. In
doing so, they force traditional banks to
improve their services and innovate their

existing offering, often with new digital
services of their own. As yet, we see no
direct impacts of fintechs on financial
health, but observe the potential for indirect benefits such as lower transaction
costs, improved financial management
(leading to fewer costly accounting
errors) and increased revenues creating
safety nets against uncertainty.
Continued growth in the fintech sector
to a certain extent depends on whether
they can collaborate successfully with
banks. Historically, banks responded
to the arrival of fintechs by launching
their own digital finance solutions—and
not always successfully. Only recently
have banks begun to collaborate more
willingly with fintechs as partners,
rather than view them as competitors.
However, challenges remain in terms of
working cultures, as well in the lack of a
legal framework obliging all players in the
financial services landscape to share the
transaction and customer profile data.
Without this, fintechs will never be able
to offer customers a complete picture of
their financial lives, and as a result will
not be able to help them to maintain and
improve their financial health. Finally, we
see space within the fintech ecosystem
initiatives (ongoing or ad hoc) that
stimulate the development of fintechs
towards improving financial health and
inclusion—as well as room for a network
or professional association to lead on this
agenda at a national level, both in terms
of bringing best practice from abroad,
and encouraging fintechs, funders and
regulators to focus on the issue.
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FINANCIAL INCLUSION and health
IN TURKEY
Financial inclusion is the ability (of individuals and businesses of all sizes) to access and use
appropriate and affordable financial services to meet a range of financial needs, including
credit, savings, insurance, transfers, pensions, and others.
Financial health, on the other hand, means that families and businesses have the ability to
spend, save, borrow and plan. It includes both working towards long-term financial goals and
weathering short-term unexpected emergencies.
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KPMG Sektörel Bakış 2019 – Banking
https://assets.kpmg/content/
dam/kpmg/tr/pdf/2019/01/
sektorel-bakis-2019-bankacilik.pdf
Banking Regulation and Supervision
Agency (BDDK)
See more statistics on financial
inclusion in Annex 1
Global Findex report 2017, World
Bank
Little Data Book on Financial
Inclusion 2018

The Turkish banking sector is dynamic; it
has a strong capacity to adjust to technological developments and do business
globally. Still, a number of key opportunities for growth remain, including: a
young, tech-savvy population, the integration of technology into the banking
sector, and the relatively large numbers
of still-unbanked people.1,2
In terms of financial inclusion:
while the total number of financially
included adults is increasing year on
year, Turkey still lags behind its fellow
upper middle-income countries, with
an average of 68 per cent of adults over
the age of 15 years banking at a financial
institution, compared to an average of
73 per cent amongst its middle income
country peers.
When the data is analysed by segment,
Turkey’s financial inclusion results fare
poorly compared to other upper-middle-income countries in terms of outreach
to women, the poorest 40 per cent of the
population, the unemployed and in rural
areas.3 According to the Global Findex
Report for 2017 (published by the World
Bank), the greatest rate of growth in

account ownership rates in Turkey is seen
among the better-off, with only modest
growth rates among poorer groups.
Women make up over 60 per cent of
Turkey’s unbanked, and despite having a
very young population overall, the gap in
account ownership between age groups
mirrors worldwide trends.4
When it comes to savings, fewer
adults in Turkey on average have savings
accounts (39 per cent) compared to
upper-middle-income countries (46 per
cent), and are comparatively less likely
to keep their savings in a financial institution (23 versus 27 per cent). Conversely,
borrowing rates are higher in Turkey: 43
per cent of the population borrows from
a financial institution or uses a credit
card, compared to 22 in other upper-middle-income countries. More broadly, 59
per cent of respondents confirmed that
they had borrowed money (formally or
informally) in the past, compared to 44
per cent in peer countries.5
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Figure 1: Financial inclusion in Turkey6

According to the 2018 data of the
SAFE Survey,7 access to external financing
is the main problem facing 15 per cent of
SMEs, an improvement from 2017 when
this figure stood at 19 per cent. This is
mainly due to the fact that for many
SMEs the needs for external financing
decreased, so the decreasing availability
of external financing affected fewer firms
than before.
There is a perception that the availability of bank loans and credit lines
decreased in 2018 and will continue
decreasing. Interest rates rose, and
collateral requirements became more
stringent—making price seem the largest
obstacle to external financing by 61 per
cent of SMEs.
Bank loans and credit lines are two
main sources of external financing used
by 35 and 32 per cent of SMEs, respectively. While bank loan use decreased
from 40 per cent in 2017, credit lines
gained in popularity since 2017, when 27
per cent of SMEs used them.
Compared to EU countries, use of bank
loans is high in Turkey, despite limited
availability (average of 17 per cent in the
EU28), and the use of credit lines is on a

comparable level (EU28 average of 35 per
cent).
Financial inclusion has, following
recent elections, fallen off the government’s list of policy priorities. As recently
as December 2013, Turkey (represented
by its Undersecretariat of Treasury)
became a member of the Alliance for
Financial Inclusion (AFI). A National
Financial Inclusion Strategy was launched
in June 2014, addressing access to financial services, financial consumer protection and financial education pillars, along
with action plans for consumer protection and financial education. However,
this strategy was never implemented,
and the Undersecretariat of Treasury is
no longer represented in the AFI.

6. Global Findex Database 2018
7. Survey on the access to finance
of enterprises (SAFE). Analytical
Report 2018. European Commission,
November 2018
8. Turkey 2018 Digital Yearbook
9. Turkish Statistical Institute (TUIK)
10. IBID.
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The fintech sector IN TURKEY
Fintech unites finance and technology to provide better, faster, easier and cheaper
financial services. A rapid increase in internet use and an increasing prevalence of
mobile applications are the main drivers of the rise of fintech.
Internet and mobile devices
Turkey boasts a young population that is enthusiastic about technology, and that shows high rates of
internet and smartphone use—ideal conditions for the spread of digital financial solutions at home
or on the go. Turkey’s telecommunications sector is relatively mature: in line with global trends,
contracts for fixed-line telephones are falling, while the penetration of mobile devices and internet
contracts is high and rising. In 2018, 99 per cent of adults had mobile phones and 91 had internet.
Of mobile phone users, 77 per cent have smartphones.8
Household internet access has seen an especially marked increase. In 2007, only 19.7 per cent of
households in Turkey had internet access, a figure that reached 83.8 per cent in 2018. The highest
level of internet access is seen in Istanbul (90 per cent) and the Mediterranean region (87 per cent)
while the lowest rates can be seen in the West Black Sea, Northeast Anatolia (78 per cent) and West
Marmara regions (75 per cent).

Figure 2: subscription percentages in Turkey9

Figure 3: INternet access percentages in Turkey10
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Mobile broadband is the most
common type of connection, with 4G
access at 75 per cent (making Turkey a
leader in 4G adoption amongst MENA
countries). The two biggest operators –
Turkcell and Vodafone – have launched
5G development partnerships with major
vendors to assess and test 5G network
technology in Turkey.
Statistics from the 2018 Digital
Yearbook show that average daily
internet in Turkey use stands at 7 hours
9 minutes, of which 2 hours 48 minutes
is spent on social media and 2 hours 44
minutes is spent on watching videos.11
Mobile phone users in Turkey spent an
average 459 minutes on the phone in
the third quarter of 2018 compared to a
European average of 250 minutes.

stabilized, while overall mobile banking
rates continue to increase. However,
there is a gender gap: only 30 per cent of
mobile banking users are women.15
Use of digital payments in Turkey is
increasing, with the percentage of adults
making or receiving digital payments
rising from 48 to 64 percent between
2014 and 2018 (compared to growth in
upper middle-income countries over the
same period from 44 to 62 per cent). Use
of electronic banking to transfer both
private sector wages and government
payments in Turkey averages 27 and 22
per cent respectively, compared with 18
and 18 per cent in other upper middle-income countries. Furthermore: 40 per
cent of people use digital payments to
pay bills, and a third of people pay bills
online.16

Payment cards and the cashless economy
Readiness for digital financial solutions
can be viewed as the extent to which a
society is no longer reliant on cash to do
business. In this respect, Turkey exhibits
all the signs of being ready to embrace
the benefits that fintech offers.
According to the Interbank Card
Center (BKM)’s data, in the first quarter of
2019 the number of credit cards reached
66 million and the number of debit cards
stood at 151 million (among a 2019
population of 80 million). Furthermore,
the number of ATMs per 100,000 adults
in Turkey (78) is high compared with
both other upper-middle-income countries (50) and the European Union (64),
although geographic distribution remains
uneven and skewed towards rural areas.12
Use of debit and credit cards is
increasing every year.13 According to
European Central Bank statistics: within
Europe, Turkey ranks second only to the
United Kingdom in terms of credit and
debit card use.14
Digital access to banking system is also
on the rise. The number of customers
accessing banking services through
digital channels increased by 8.5 per cent
to 38 million in the year leading up to
June 2017. Internet banking rates have

Figure 4: Number of active banking customers
in Turkey by channel17

11. 2018 Digital Yearbook
12. International Monetary Fund,
Financial Access Survey accessed
from www.data.worldbank.
org/indicator/fb.atm.totl.
p5?name_desc=true
13. Interbank Card Center (BKM)
14. Europe Central Bank (AMB)
15. Own calculations
16. The Banks Association in Turkey
(TBB)
17. IBID.
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The Turkish population is young and tech-savvy, and the
country boasts a thriving tech startup culture. The fintech
sector is relatively young but offers ample opportunity for
growth and innovation building on a strong financial sector
as a foundation.

Fintech sector overview

18. KPMG Global Fintech Research 2018
19. ‘Türkiye FinTech Ekosistemi’,
Deloitte, April 2017
20. BKM Turkish Fintech Ecosystem
Progress Report 2016
21. https://www.techbullion.com/
top-10-fintech-companies-turkey/
22. Turkish Start-up Ecosystem Year
in Review 2018, startups.watch
23. Scientific and Technological
Research Council of Turkey
(TUBITAK)
24. The T.C. Small and Medium
Enterprises Development and
Support Administration (KOSGEB)
25. Finansal Teknolojilerin Türkiye
Ekonomisine Etkileri, Iyzico
26. KPMG Küresel Fintech Araştırması
2018

Officials from leading banks recognize
the potential of fintechs, and are forming
strategic partnerships with fintech
companies in order to provide effective
solutions to their customers and adjusting
to the new digital landscape. They also
recognize that as the “traditional players”
in the marketplace, they need to coexist
and cooperate with fintechs in order to
maintain their market share.18
According to startups.watch, there are
1,000 active startups in Turkey, including
199 fintechs, 351 Software as a Service
(SaaS) providers and 24 marketing tech
companies. Similar to other countries,
these companies stand out in terms
of attracting investors and maturation
potential.
According to the Fintech Ecosystem in
Turkey report,19 the Turkish fintech market
is growing rapidly and investments in this
area are expected to increase. Overall
fintech investments in Turkey (totalling
only $4.6 million as recently as 2012),
grew by 175 per cent in 2016 to $29
million. Venture capital and angel investment networks have invested a total of
$53.2 million in Turkish fintechs between
2012 and 2016. The estimated overall
value of the fintech market in Turkey is
$15 billion, and is growing at an annual
average of 14 per cent. As recently as
2016, fintechs secured half of all startup
investment in Turkey,20 and today the
majority of fintech investment occurs
within the payment systems segment.
The key challenges for the Turkish
fintech market include ongoing political

turmoil and the need for updated legislation. Despite these, fintech in Turkey
is “punching above its weight” in terms
of transaction value and investment.
According to the research of Statista, the
transaction value in the Turkish fintech
market is growing at a rate of 19 per cent
per annum.21
A government-backed taskforce called
the Financial Technologies Permanent
Sub-Committee was launched in 2018
to bring together talent from across the
public and private sectors to support
startups innovating in financial technology. The taskforce is responsible
for setting a national vision for Turkish
fintech startups, as well as a strategy and
a roadmap for the industry.
State support plays an important role
in startup growth in Turkey, with the
Scientific and Technological Research
Council of Turkey (TUBITAK) and the
T.C. Small and Medium Enterprises
Development and Support Administration
(KOSGEB) providing investment to ideaphase startups.22,23,24
While fintech sector in Turkey has
shown impressive growth, future growth
is partly dependent on successful collaboration with traditional banks to increase
outreach. Traditional banks and insurance
firms have been in the market for years
and have continually strengthened their
market share—leaving little room for
new entrants. Traditional financial institutions have also had years to get up to
speed with complex regulations, have a
high capital efficiency ratio, a firm footing
in the marketplace and an established
relationship of trust with the government
and their customers. Combined, these
reasons make for high barriers to market
entry for alternative players.25 That
said, traditional banks acknowledge the
potential role of fintechs and are willing
to cooperate to provide efficient and
innovative solutions to their customers.26
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Types of institutions, examples of services
While most fintech investments in Turkey occur within
the payments and corporate finance segments, all
domains of the financial services market include
fintechs, including:,27
Payments: Fintechs offering alternative payment
methods and solutions are both popular and prevalent in Turkey. These are typically payment service
providers, prepaid and discount cards, and instore
payment/mobile point of sale (POS), working both
B2B (business to business) and B2C (business to
customer). Some examples are İyzico, EnPara, Param,
and Yoroca.
Financing: Large numbers of fintechs offer financing
in Turkey. They primarily operate in such domains as
credit scoring, credit comparison/consolidation and
alternative lending/financing. Their purposes include
offering store-branded credit cards to unbanked
segments, credit scoring, providing alternative technology solutions such as blockchain, big data and
artificial intelligence, and offering financial management platforms including easy credit scoring and
e-wallet platforms to individuals and SMEs (working
both B2B and B2C). Some examples are Ininal/
Colendi, Kredico, Tarfin, HangiKredi, HesapKurdu,
SerbestVade, E Analiz and BayiDostu.
Corporate finance: Fintechs offering corporate
finance mainly work with SMEs in Turkey. Their focus
is typically on bookkeeping, accounting, risk management, and budget and cost management. Their
objective is to provide software, tools, solutions
and platforms, automating traditional processes.
Some examples are Paraşüt, Defter, ekohesap,
FinansFix, Luca, Finans Müdürü and Masraff.

Personal financial management: Some fintechs aim
to improve an individual’s financial management
skills without them having to become a finance
expert. Their services include budget management
by sharing incomes and expenses, managing bank
bids, or providing robo-advisory programs for financial management (automated investment solutions
by algorithm and gamification). Examples include:
FamilyUp, artipara and manibux.
Insurance: Fintechs focusing on insurance cluster
in areas such as price comparison websites, risk
management tools, agent tools, and policy and claim
management. Their purposes vary from bridging
the gap between insurers and customers, helping
customers compare insurance offers, and risk/policy/
claim management in general. Some examples are
Bi’Sigortacı and Sigortam.net.
Crowdfunding: Crowdfunding fintechs typically offer
reward-based, donation-based, equity-based or
lending-based platforms focusing on specific issues
such as social benefit or technological projects, etc.
Although the regulations restrict crowdfunding in
Turkey to a certain extent, there are examples such
as Arı Kovanı, Fonbulucu, Fongogo and Ideanest.
Software and solutions platform: Fintechs providing
software and solution platforms mainly operate
with technology solutions and operation/network/
task management. Their services may reach SMEs or
traditional financial institutions. Some examples are
Intertech, SFS and Softtech.

27. startups.watch database
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As part of our research, we interviewed fintechs representing a range of business models and
segments. We analysed each interview individually and aggregated responses to analyse different
aspects of the market. The following insights should be understood as a synthesis of all our
conversations, and should not be interpreted as the official point of view of any of the individual
participants. The institutions we interviewed were:
•
•
•
•
•
•
•
•
•
•

İyzico: Provides a virtual POS and payment platform to individuals and SMEs
Ininal: Offers prepaid card services and an e-wallet platform, provides application programming interfaces (APIs) and financial products to unbanked customers
Masraff: Offers cost management systems for SME employees as a financial management
automation tool
Paraşüt: Provides financial management software for SMEs in Turkey
Zek.ai: Offers robo-advisory wealth management solutions, targeting banks and private
pension firms
Enpara.com: Provides a digital-only banking platform and offers payment methods to
individuals
Colendi: Provides decentralized credibility and microcredit platform with blockchain technology to underserved individuals and businesses
Tarfin: Provides a digital-only banking platform and offers payment methods to individual
customers
Fonbulucu.com: Offers a crowdfunding platform for vulnerable groups and SMEs
Arıkovanı: Provides reward-based crowdfunding platform for entrepreneurs.

Figure 5: Classification of interviewed companies by type
of product/service

10 | tHE FINTECH MARKET IN TURKEY

Role of Fintechs in Financial
Inclusion and Financial Health in
Turkey
Fintechs and financial inclusion
Fintech contributes to financial inclusion
in several important ways; these are
detailed below:
Reaching excluded groups
Fintechs develop new products for those
who do not use traditional financial
services, with features that address obstacles to financial inclusion. This is either in
the form of new products to meet niche
needs, or creating products for groups
who can’t typically access them from
traditional providers. For example:
Ininal offers prepaid debit cards to
the unbanked so they can participate
in cashless economy. At the moment, it
offers cards with online/offline transaction capabilities. The cards can be loaded
with up to $150 and used at all locations
that accept payments from MasterCard.
Ininal’s ambition is to become the “bank
of the unbanked”, and it plans to introduce
new products with additional services
such as bill pay and money transfer.
Other fintechs design technologies that enable excluded people to
use services of traditional providers.
Alternative credit scoring tools assess a
potential borrower’s creditworthiness
even when they don’t have a credit
history. Colendi developed an app which
creates a Financial Passport for individuals and SMEs wanting to make purchases
using short-term credit. The app utilizes
user-owned data (smartphone and social
media data) and tertiary data sourced
from data partners (banks, telecoms,
e-commerce operators) to create a score.

Data is evaluated continually to provide a
real-time credibility score.
The financial passport can be used
for instalment shopping—the customer
scans the QR code of the purchase to
calculate their eligibility for a loan. If the
Colendi Score of the borrower meets
the requirements of the lender, they are
prompted to proceed with the application for finance and the purchase is
completed. The borrower can repay the
lender through the Colendi app. The loan
can be financed either by the merchant
selling the product, the financial institution, or a peer-to-peer lender.
Tarfin, similar to Colendi, uses machine
learning technology to assess the creditworthiness of potential clients using
alternative data. İn this way, Tarfin serves
farmers who previously had no access
to credit to purchase agricultural inputs.
Lıkewise, the Tarfin platform enables
agricultural input sellers to extend credit
financed by local banks and factoring
firms. While previously, agricultural input
sellers could only offer trade credit to
a limited number of customers due to
capital constraints, the Tarfin platform
allows them to reach new markets and
untie the capital of rural traders for business expansion.
New technology can also link
customers to alternative credit sources.
Fonbulucu and arikovani are crowdfunding platforms through which individuals and SMEs can obtain project
financing. In addition to reward-based
crowdfunding, the platform facilitates equity investments in SMEs.

fintech can develop
products that
address barriers to
financial inclusion,
and provide better
services in terms
of speed, price and
ease of use.
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fintech can help
people with
managing income
and expenses,
weathering
financial ups
and downs, and
improving longterm outlook.

28. https://fintechistanbul.
org/2017/03/30/bankaciligin-bir-sonraki-adimi-gorunmez-bankacilik
29. www.financialhealthnetwork.org

Improved quality of access
Fintechs offer financial services through
user-friendly interfaces, providing not
only a better customer experience but
also better services in terms of accessibility, speed and price.
Because fintechs provide digital
services, they can reach customers in
distant locations, including sparsely
populated areas where it is difficult and
prohibitively expensive for financial
service providers to offer traditional faceto-face services using bricks-and-mortar
infrastructure. Many fintechs also offer
products and services that are available
24/7, long beyond the opening hours of
financial institutions.
In terms of payment services, iyzico
provides payment infrastructure for
e-commerce, enabling consumers to
make fast payments for online purchases.
The transaction is processed instantly,
allowing delivery logistics to start immediately after payment without waiting
for a bank to complete the transfer. This
fast payment processing also allows
merchants to receive payments instantly.
Sensitive buyer information, including
credit card details, is not disclosed to the
merchant, contributing to security and
fraud protection.
In the traditional banking sector,
we see a few examples of banks developing fintech solutions to improve their
customer experience.
QNB Finansbank developed Enpara.
com, a digital banking platform that
allows it to provide digital-only financial services. Online services are more
favourable for clients in terms of costs
and financial gains (no fees on money
transfers and credit cards, favourable
interest rates on loans, higher interest
deposits). They can be obtained remotely
(rather than by visiting a branch) through
an online platform or mobile app.
Enpara is the first fintech developed
by a bank in Turkey. Its emergence caused
a sudden change in the Turkish banking

system, prompting several other banks to
follow suit. While traditional players have
typically invested far less in R&D than
technology companies, this has been
changing since the establishment of their
fintechs in 2012.28
Development of the financial market
Fintechs are new and disruptive market
players offering services that compete
with those offered by traditional financial
service providers—with services that
are cheaper, easier to access, easier to
understand, easier to use, and more
transparent. This forces incumbents to
improve their services and innovate their
existing offering, often with new digital
services of their own. An increasing
number of banks are investing in new
products and delivery channels as a
result. Moreover, fintechs facilitate the
market entry of new players such as
peer-to-peer lenders and e-commerce
providers and merchants, thus contributing to market diversity.

Fintechs and financial health
Financial health is defined as an individual’s (or company’s) ability to have
a day-to-day financial management
system that helps them be resilient and
pursue opportunities. This includes the
ability to spend, save, borrow, and plan.29
When we talk about the role of fintech
in helping users to maintain or improve
their financial health, we’re looking at
services that help with: managing income
and expenses, weathering financial ups
and downs, and improving long-term
outlook.
Given that the Turkish fintech sector
is relatively young, it is presently more
focused on improving financial inclusion
than improving financial health, with
only few examples of the products for the
latter on the market—and as such is a key
growth area for future. However, even
at the present time we see a number of
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indirect effects on the financial health of
fintech customers (individual and businesses), including:
Financial management of the business
For the smallest and youngest SMEs, it’s
common to find staff time and talent
directed towards getting products and
services to market rather than on the nuts
and bolts of running a business (financial
management, project management,
marketing). That’s why fintech solutions
that help SMEs manage their day-to-day
finances in a cost-effective and easy to
understand way are important—it frees
up time for focusing on profit-making and
helps avoid costly management mistakes.
Parasut gives SMEs access to a cloudbased platform with invoicing, current
account management, online revenue
and expenditure tracking tools. The
system has additional features such as
e-invoice creation, payment collection via
credit cards, features that enable digital
sales and payment collection. It also
offers wire transfers, but only to Akbank,
a Parasut partner bank.
Masraff offers a platform to enter staff
expense data into the SME’s accounting
system. Information from receipts and
invoices provided by the employees
is processed into the expense report.
With customized approval mechanisms
(spending limits, special approval rules) in
place, expenses can be quickly processed
and integrated in the accounting system.
In this way, the entrepreneur has more
control of employee spending and can
process expense claims more efficiently.
Fintech solutions for individuals are
rare in Turkey apart from Zek.ai. This technology allows banks and private pension
firms to offer advisory services in wealth
management. The financial institution
can better adjust its offer to the needs
and abilities of the customer. Although

the current target customers are higher
net worth segments of the population,
it highlights the potential of robo-advice
to optimize the use of financial services
among underbanked groups.
Lower expenses
Because fintechs offer services at more
favourable prices, they strengthen
customer financial health. This happens
when individuals spend less (or nothing)
on financial transactions with digital
payments and with lower interest rates
on credit.
For example, loans for agricultural
input purchase that are facilitated by
Tarfin have lower interest rates compared
to trade credit previously offered by the
merchant. Enpara.com offers banking
services with lower fees than its parent
company QNB Finansbank, whose
services are delivered through its branch
network.
Increased revenues
Fintechs offer entrepreneurs the opportunity to increase customer outreach
through e-commerce and by linking
customers with credit.
For example, Iyzico offers a virtual
POS the entrepreneur can use to accept
e-commerce payments, enabling them to
increase the number of customers and
sales volumes. Tarfin facilitates access
to credit (from financial institutions and
factoring companies) for farmers. Using
Tarfin, an agricultural input merchant
can reach more customers who can
buy products on credit extended by the
merchant himself, a financial institution
or a factoring company.
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Opportunities for improving
financial inclusion and health
in Turkey
Turkey has a young, tech-savvy population and a mature financial sector with
room to grow—at the intersection of
these two things is the potential future
fintech growth.
At the outset, the first priority for
fintechs is to achieve scale and profitability—not only to secure their place in
the market, but to meet the return expectations of investors. While fintechs target
unbanked and underserved customers
and microbusinesses, they currently
focus on larger groups whose needs and
preferences are easier to understand—
rather than targeting niche segments
such as immigrants, elderly, and poorly
educated customers. As a result, there
is a great deal of overlap in the target
customers of banks and fintechs.
On the other hand, fintechs’ customer-oriented solutions compare favourably
to the profit-oriented approach of traditional financial players. Compared with
the relative clumsiness and slowness of
traditional financial systems, fintechs aim
to make people’s lives easier and bring
more people into the financial system.
Thus, we would expect to see a great deal
of client poaching as the fintech sector

becomes more established.
When it comes to financial inclusion,
the question remains whether fintechs
will limit their aspirations to more-educated segments of the market, or whether
they can reach unbanked, uneducated
and underserved individuals who do not
participate in the traditional financial
system due to its complexity, their distrust,
and their inability to understand the fees
associated with traditional services. For
this to occur, fintechs need support to
understand their role in improving financial health and inclusion. They also need
the capability to conduct market analysis
and improve their customer targeting.
As yet, there have been few initiatives
supporting fintechs focused on financial
inclusion and health. Among these is the
financial health forum—a 2018 initiative
hosted by Village Capital in partnership
with MetLife Foundation, in which startups
were invited to compete for a $20k fund.
Similarly, the EFSE (European Fund for
Southeast Europe) and the SANAD Fund
for MSME, both managed by Finance in
Motion, collaborated with Village Capital
and the Luxembourg House of Financial
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Technology (LHoFT) in the Fincluders
Bootcamp 2017, an investment-readiness
program for entrepreneurs offering inclusive financial products. There is certainly
space within the fintech ecosystem for
more of these types of initiatives that
stimulate the development of fintechs
towards improving financial health and
inclusion—as well as room for a network
or professional association to lead on this
agenda at a national level, both in terms
of bringing best practice from abroad,
and encouraging fintechs, funders and
regulators to focus on the issue (potentially, Fintech Istanbul can play this role).
Regulation is another key part of the
financial inclusion and health picture in
Turkey, especially when it comes to datasharing. If fintechs are to play a role in
helping users to manage their money and
weather financial storms, fintechs need
to offer complete information about the
user’s financial life. Without regulation
that obliges banks to share transactional
data with approved fintechs, banks are
unlikely to volunteer this information. It’s
not just fintechs that stand to benefit from
increased transparency: both traditional
and alternative credit scoring models will
be more powerful when more data is
available and shared.
Another route to market for fintechs
is through collaboration with traditional
banks. Yet banks and fintechs have a
complicated relationship in the current
Turkish financial market. Interaction

between traditional institutions and
fintechs has been limited and primarily
driven by fintechs. By and large,
traditional financial institutions have
preferred to develop their own solutions
to customers. However, in the view of the
fintechs interviewed here, these traditional players have had limited success
implementing their own digital solutions.
More recently, traditional players have
started to acknowledge that they need to
coexist and cooperate with fintechs and
startups to maintain their market share.
Yet collaboration isn’t always straightforward: fintechs typically have small,
young, flexible and dynamic teams,
while banks have static and formalized
operational procedures. This difference
in cultures is both a limitation to cooperation and an opportunity to create a new
value through innovation. To harness this
opportunity to improve financial inclusion and health, a market facilitator is
needed.
There is currently no umbrella
institution in Turkey working towards
improving financial inclusion and health
that could bring together local financial
sector players and fintechs on the issue.
Given that Turkey has a regulation-driven
ecosystem, the regulator could potentially play the role of market facilitator.
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ANNEX 1:
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The Microfinance Centre is a social finance
network that promotes fairness, inclusion,
equality and responsible service.
We unite 113 organisations (including 77 microfinance institutions) across 36 countries of Europe,
Central Asia and beyond, who together deliver
responsible microfinance services to almost
2,000,000 low-income clients.
Our mission is to empower individuals and sustain
communities through innovative social finance and
microfinance.
This publication was prepared as part of the project
entitled “Building Innovations for Social Finance in
Europe” funded by MetLife Foundation.
Web: www.mfc.org.pl
Email: microfinance@mfc.org.pl
Twitter: @MFC_Network
Facebook: @MFCNetwork
LinkedIn: @mfcnetwork

