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Kuwait's payment landscape has traditionally
been dominated by Point of Sales (POS) and
cash transactions. However, the penetration for
digital (electronic) payments had been growing
sharply over the past five years.

The outbreak of Covid-19 brought about changes
in transaction behavior among the consumers in
Kuwait.

F-COMMerce channels and
dlaital payments Were Swittly
acopted by the consumers
WHICh Gave anImpetus [o the
daltal payments InKuwait

However, cash and POS transactions have
started to gradually recover their share of
payment volumes post the re-opening of the
economy in June 2020.

It is essential for businesses to understand the
change in consumer behavior to make decisions
on their channel strategies.

We have attempted to analyze the payment
trends before the imposition of lockdowns,
during the lockdowns and the gradual re-
opening of the economy to draw out the
evolving trends in payments. We have also
analyzed the sectorial impact for digital
payments in Kuwait during the three stages
mentioned above. We hope you find this report
insightful. You may reach out to our team if you
need further details.

We have prepared this report in association with
The Shared Electronic Banking Services
Company (“KNET”) and would like to thank
them for their cooperation and support.

Ankul Aggarwal

Partner — Deal Advisory
KPMG in Kuwait




The Shared Electronic Services Company
(“KNET") is the national switch of Kuwait,
owned by the local banks and regulated by the
Central Bank of Kuwait. Hence, our efforts have
always been towards helping introduce latest
payment mechanisms to Kuwait and enhancing
the digitalization footprint.

We are aiso enabing Kuwat
ECONOMY IN eMbracing e-commerce
and electranic payments curng the
COVICHI CrisiS

We have been observing a sharp growth in
usage of digital payments over the past three to
five years. The current crisis further accelerated
and encouraged the trend towards wide scale
adoption of electronic payments across the
country. Consumers and businesses have
quickly adopted e-commerce and digital
payment channels to meet their daily transaction
needs. This was evident from the sharp surge in
transactions on our online payment platform.

To support adoption of digital payments during
the Covid-19 crisis, KNET facilitated installation
of 3000 additional Point of Sale devices across
various Cooperative Societies, hospitals and
pharmacies. KNET also increased the PIN free
contactless payment limit (K-TAP) from 10KD to
25KD for a single transaction thereby assisting
merchants to comply with Ministry of Health
guidelines. K-NET also waived the fee of Point of
Sale devices, Payment Gateway transactions and
interbank ATM transactions from March to
September 2020 to encourage non-cash
transactions.

We at KNET will continue with our efforts to
enhance digitalization and bring innovative
payment services to Kuwait.

- Abdulia AT AIm

CEO
KNET



HiStarical Payment [rends InkKuwalt

POS IS a dominant card payment mode inKuwait even as e-payments (PG)
are rapiclly growing In prominence; Gasn remans an important payment
mode, indicated Dy doudling cash witharawals between 2016-19

CAGR 17%

238 Mn
149 Mn

2016 - 2019

Volume of Transactions,

in millions

CAGR 41%

57 Mn
20 Mn

2016 - 2019

Volume of Transactions,
in millions

CAGR 32%
32 Min
14 Min

2016 --—- 2019

Volume of Transactions,
in millions

Point of Sale (POS)

CAGR 28%
9,891
7,888
2016 - 2019 -

Value of transactions,

in million KD

53 41

2016 - 2019

Value (KD) per POS
transaction

Payment Gateway (PG)

CAGR 28%
2,689
735
2016 - 2019

Value of transactions,
in million KD

ATM

CAGR 28%

1,064 A

2016 -

Value of transactions,
in million KD
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OIS -

50
36
------------- 2016 - 2019
Value (KD) per PG
transaction
77
71
2016 --- 2019

Value (KD) per ATM
transaction

Source(s): data provided by KNET and KPMG analysis
*Note: ATM managed by KNET only, does not include ATM
managed by banks

“Card payments represents POS and PG transactions



ovid-g imeline
Meastres teken by the government o contain the spreat of CovicH3

nad animpact on the economic activity and theredy onthe payments
naustry

The government of Kuwait implemented Following the end of full curfew on 30 May
lockdowns and curfews of various intensity in 2020, Kuwait came up with a Five Phased Plan
order to contain the spread of Covid-19. to subsequently re-open business activities in

the country. Due to the increase in the active
number of Covid-19 cases, the fifth and final
stage of the Plan has been delayed until further
notice.

Imposition of partial

curfew
® .
Phase 4 reopening,
<50% commercial
24 Feb: 5 reported operations and
Covid-19 cases transportation
FBD B 24 W 12 W 21 .. 06 VNN 30 WS
Apr
Extended
Suspension of flights, curfew for Phase 2 reopening,
other commercial select areas <30% capacity
activities until 26th Mar

Curfew hours
lifted

End of full
curfew
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LovicH9 Imeline

Impact on transaction volumes

Low economic activity due to BBK aﬂa KNET |ﬂ|[|8[|\/88 J[U
+ Suspension of key commercial Dromote Daymeﬂts UUHHQ

and leisure activities

* Limited hours of business |OCKUOWH DBHOG

operations

Fee on POS, e-payments and ATM
withdrawals for debit cards suspended
for a period of 6 months starting March

Change in merchant behavior

towards payment modes

Increase of K-TAP contactless payment
limit from KD 10 to KD 25

» Offline businesses adopting e-
channels for business and

payments
+ Digitalization of government Promotion of contactless cards and

services such as residency terminals

renewals

Change in consumer behavior Launch of 3edeti, in partnership with
towards payment modes CBK, to enable residents of Kuwait to

send Eidia digitally

» Adopting online channels to
purchase essentials

* Value conscious purchases and
drop in non discretionary
purchases

* Bulk purchases

» Health and safety conscious
methods of transactions
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https://www.cbk.gov.kw/en/cbk-news/announcements-and-press-releases/press-releases/2020/03/202003121418-press-release-cbk-assures-smooth-and-safe-banking-operations
https://www.cbk.gov.kw/en/cbk-news/announcements-and-press-releases/press-releases/2020/03/202003121418-press-release-cbk-assures-smooth-and-safe-banking-operations
https://alqabas.com/pdf/download/37972
https://eidia.knet.com.kw/3edeti/FAQ_E.aspx
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mpact of Covic-19 on ATM transactions

INe volume of cashwithdrawals through ATMS Significantly decined durning the
lockdown period and 1S et 1o reach 2019 Isvels post re-0pening of the economy

ATM* withdrawals in Kuwait, volume in millions, Jan- Aug 2019 and 2020

Pre Lockdown Lockdown and Curfew

15%
16%

249 2.89 240 2.77

The frequency of withdrawals
(transactions) at ATMs dropped as
people stayed indoors during the
lockdown period.

However, the value per withdrawal
increased as people withdrew
higher amounts of cash to manage
through lockdown period with

2.73| 2.18 2.68 1.31I 2.65 0.87l 2.59
J

Jan Feb Mar

Apr May
2019

limited access to ATMs

ATM transactions were primarily
impacted by:

Lack of economic activity leading
to relatively lower demand for
cash;

Gradual Re-opening

m 2020

-15%

1.57 2.74 218| 2.60 2.20

Jul Aug

Y-0-Y Growth
(same month last year)

People withdrawing cash for
stocking up on essentials and
saving cash at home during
lockdowns and curfews; and

Potential safety and hygiene
concerns over use of ATMs.

Average withdrawal per ATM transaction, KD

112.5 107.3
80.8 ® ° °
717 70.6 70.7 68.8 69.1 75.3 : °
® ® ® L ® ~12% growth
during Apr ‘20
as compared to
T T T T T A)r .19 T T 1
2017 2018 2019 Feb Mar June July Aug

Source(s): KNET data and KPMG analysis

*Note: ATM managed by KNET only, does not include ATMs managed by banks
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mpact of Covic-19 on ATM transactions

AS [he government gradually easedIockdowns and faciitated reopening of the
economy, cash withdrawals Improved from Jung 2020

ATM* withdrawals in Kuwait, value in KD millions, Jan- Aug 2019 and 2020

Pre Lockdown Lockdown and Curfew

14%

Gradual Re-opening

176.6 198.7 167.5 191.4 194.3 163.9 194.1 105.5. 196.6 70.6 ' 260.2 1857I 272.5 245.3| 256.9 235.9

Jan Feb Mar Apr May Jun Jul Aug

2019 m 2020

Y-0-Y Growth
(same month last year)

* Kuwait reported a decline in measures in Saudi Arabia with spending witnessed an increase,
withdrawals of ~16% in Mar 2020 lockdowns limited to select cities resulting in recovery of cash
compared to Mar 2019 on in the Kingdom. withdrawals.

account of more stringent
nationwide lockdowns as
opposed to more lenient

+ Post the reopening of nationwide
curfew in June, the consumer

Y-o0-Y growth in value of ATM withdrawals vis-a-vis KSA (2019-2020)

69% 72%
— 46% 52%

%

12% 14% 6% 3%
-16% -10% -8%
) -29%
-46% 64%
Jan Feb Mar Apr May Jun Jul Aug

—e—KSA —d&— Kuwait

Source(s): KNET data, SAMA and KPMG analysis
*Note: ATM managed by KNET only, does not include ATMs managed by banks
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https://unsplash.com/@blakewisz?utm_source=unsplash&utm_medium=referral&utm_content=creditCopyText
https://unsplash.com/s/photos/pos-machine?utm_source=unsplash&utm_medium=referral&utm_content=creditCopyText

mpact of Covid-19 on PUS (ransactions

Lockdowns Imposed since March 2020 restited i a deciine of POS volumes by
0Ver bb% ViS-a-ViS the previous vear

POS transactions in Kuwait, volume in millions, Jan — Aug 2019 and 2020

Pre Lockdown Lockdown and Curfew Gradual Re-opening

34% 38%

Jan Feb Mar Apr May Jun Jul Aug

Y-o0-Y growth rate
(Same month last year)

POS transaction trends were ¢ Growth in demand for transactions; and
primarily impacted by: contactless payment devices to
mitigate health and safety
concerns over payments;

Temporary suspension of
banking activity, leading to
longer timelines for obtaining

* Increased adoption of POS based
payments during the lockdown

especially POS installations by * Lack of economic activity leading POS devices.
retail businesses to lower demand for POS
Average value per POS transaction, KD
49.8
47.6
43.5
415 41.8
39.8 39.3 39.6
36.3 35.9 36.2
~11% decline
during Apr ‘20
as compared to
T T T T T T A T T T 1
2017 2018 2019 Jan Feb Mar Apr May Jun Jul Aug

» Value per POS transaction has been historically on a decline as small ticket transactions moved to POS
payments. However, with increased adoption of POS terminals during lockdown, average transaction value
increased due to categories, such as groceries, etc.

Source(s): KNET data and KPMG analysis
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mpact of Covid-19 on PUS (ransactions

POS transaction values grew by .o/ between January and May 2020

POS transactions in Kuwait, value in KD millions, Jan — Aug 2019 and 2020

Pre Lockdown Lockdown and Curfew Gradual Re-opening
10% 20% 1%

Jan Feb Mar Apr May Jun Jul Aug

2019 2020

Y-0-Y growth rate
(Same month last year)

Kuwar[s pDS Daymems SPEMS ’[O De Kuwait has witnessed sharper drop in value of POS transactions

vis-a-vis the KSA and Bahrain markets, due to more stringent

mOfe aﬁeﬁeﬂ Jmaﬂ SUme OT |J[S feg[]ﬂa’ regulations during the lockdown and curfew periods. Further,

DEEIS OWNDIOSITMGENCY TS e eceerng o commerte st e o ™
‘OCKUOWH m888Uf88 respectively.

Y-o-Y growth in value of POS transactions for select GCC countries (2019-2020)

Jan Feb Mar Apr May Jun Jul

+—KSA —a— Bahrain et K UWalit

Source(s): KNET data, SAMA, CBB and KPMG analysis
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Impact of Covid-19 on PG (e-Payment) ransactions
Onine nayments (P6)receivedl asgniicant boost cdue fo Govid 19

PG transactions in Kuwait, volume in millions, Jan — Aug 2019 and 2020

Pre Lockdown Lockdown and Curfew Gradual Re-opening

122%

Jan Feb Mar Apr May Jun Jul Aug

Y-0-Y growth rate
(Same month last year)

» Despite the low economic activity businesses. E-commerce was * This resulted in a volume growth
during Government imposed effectively the most prominent of 1.73x and a value growth of
lockdowns and curfews since way for the residents to access 1.95x in PG transactions during
March 2020, PG transactions and pay for many services during the period (Mar to May 2019-20).
surged on account of increased lockdown.

adoption of e-channels by

Average value per PG transaction, KD

64.8
58.5 59.5 59.5 60.0 59.4

~15% growth

during Apr ‘20

as compared to

Apr ‘19
T T T T T T T T T T 1
2017 2018 2019 Jan Feb Mar April May June July Aug
Source(s): KNET data and KPMG analysis
2020 KPMG Advisory W.L.L., a Kuwait limited liability company and a member firm of the KPMG
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mpact of Covic-19.on PG (e-Payment) transactions

Increased adoption of e-channelS Dy Kuwaill BusiNesses and consumers durnng
(Ne Stringent lockdowns helped boost oniing payments since March 2020

PG transactions in Kuwait, value in KD millions, Jan — Aug 2019 and 2020

Pre Lockdown Lockdown and Curfew Gradual Re-opening

9
169% 160%

Jan Feb Mar Apr May Jun Jul Aug

Y-0-Y growth rate
(Same month last year)

Y-o-Y growth in value of PG transactions for select GCC countries (2019-2020)

169% 160%
145%
96% 106% 98%
80% 81% )
—+— Bahrain

31% 0 —— Kuwait
19% 20 26% 11% 20%
Jan Feb Mar Apr May June July August

* On account of lower penetration of ecommerce and more stringent lockdowns vis-a-vis Bahrain, Kuwait PG
transactions witnessed a higher growth as compared to Bahrain.

Source(s): KNET data, CBB (Fawri +, Fawri and Fawateer 4) and KPMG analysis
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rowth Ine-Payments by Sector

(rocery, hedithcare, remitiance and financial Services are the DiIggest

peneficiarnes in terms of growth In online payments

Increase in value of transaction, Jan vs August (2020)

Grocery

'
6.6
3.6 Healthcare
Q 2.7/ | Remittance
o
N
g’ 23 Finance, Insurance
<:: : and Real Estate
c
&
= Retail
E Trade
e
; ®-
‘ Telecom
‘ Charity
‘ Government
Services and
Education Sector
0.7 Travel and
4 : Transportation
< Sectors

Source(s): KNET data and KPMG analysis
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11enas In e-Payments by Sector

AS the Kuwait economy gradually Started opening upin June, arowthin e-payments
expectedy tapered down, as consumers gradually transitioned back [0 transacting
offine. Whie the total e-payment volumes did grow significantly between Jan-Aug 2020,
(e sustananity of volumes inthe future is yet to be tested

Month on Month growth trends for e-Payments, Feb — Aug 2020

------------------------------------ Groceries oo

Pre Lockdown Lockdown and Curfew Gradual Re-opening

0,
46% 150% 2% 36% .
4% -15% 12%

Surge in e-Payments as residents aggregators also introduced grocerys As the economy opened up,
turned to e-commerce for grocery lines to meet the demand. consumers reverted to offline
shopping from March. «  While the order volume grew from purchases leading to a drop in the
Cooperatives, supermarkets and March, order sizes (value) dropped growth of online orders.
hypermarkets set up e-commerce indicating a shift towards making
portals to support the growing small but frequent grocery
demand for online orders. F&B purchases online.
------------------------------------ Healthcare B e
Pre Lockdown Lockdown and Curfew Gradual Re-opening
103% 129% 113%
1% 19% 0
-50% -19% -23%

Growth of online orders for the as well as other OTC products. move back to offline purchases
pharmacy segment increased « Akin to the grocery segment, since leading to a drop in the growth of
during the lockdown driven by a July consumers have started to online orders.

need for masks and hand sanitizers

Legend High Medium Negative
Source(s): KNET data and KPMG analysis . . .
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11enas In e-Payments by Sector

Month on Month growth trends for e-Payments, Feb — Aug 2020

———————————————————————————————————— Remittance @~ -----------------------------ooooooo

Pre Lockdown Lockdown and Curfew Gradual Re-opening

21%

-6%

* ~70% of the population and ~85% of+ Residents and exchange companies leaving Kuwait, etc., ensured
working class population in Kuwait adopted e-channels for remittance demand for remittance.
are non-Kuwaiti residents, hence the  as the need to ensure financial
demand for money transfer services support to families back home, loss
persists in Kuwait. of jobs leading to expatriates

--------------------- Finance, Insurance and Real Estate ittt

Pre Lockdown Lockdown and Curfew Gradual Re-opening
—
%
23% 25% 30%
11%
5% 2%
-5%

* e-Payment for business services account of digitalization of institutes introduced/marketed their
such as online rent collection, solutions. online payment tools to aid in peer
logistics, media, marketing, etc. «  PSPs, banks and other financial to peer transaction via solutions
witnessed a significant increase on such as SMS link.

Legend . High . Medium . Negative
Source(s): KNET data and KPMG analysis
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11enas In e-Payments by Sector

Month on Month growth trends for e-Payments, Feb — Aug 2020

------------------------------------ Retail i

Pre Lockdown Lockdown and Curfew Gradual Re-opening

82%

47% 37%

-30% = 10% e

The high disposable income among the Kuwaiti and resident population has supported the e-payment growth in retail
segments, such as cosmetics, electronic stores, home furnishing and clothing, etc. Traditional retailers have actively

adopted online channels to serve the demand. However, since the opening up of the economy in July, offline volumes
started to regain their prominence.

------------------------------------ Services i

Pre Lockdown Lockdown and Curfew Gradual Re-opening
106%

38%
-14% 2% 17% :

-42% -34%

Services consists of general contracting residential and commercial, legal services, sanitation & polishing, etc. Payment
for business services and at-home services were primarily met through online merchants during Covid-19.

Legend High Medium Negative
Source(s): KNET data and KPMG analysis - . . .
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11enas In e-Payments by Sector

Month on Month growth trends for e-Payments, Feb — Aug 2020

Telecom -

Pre Lockdown Lockdown and Curfew Gradual Re-opening

78%

2% e 9% 5% 11% -6%

Telecom sector has traditionally witnessed reasonable penetration for online bill payments. Hence, the growth rates
seem lower vis-a-vis other sectors.

Education  ----------ooooooooooooooooooooo oo

Pre Lockdown Lockdown and Curfew Gradual Re-opening

105%
57% . 67%
-37% -20% ' '

-34% -37%

Since fee collection is periodic, fluctuations are expected in this segment, however, the volumes of transactions was
impacted in February and March due to the reassessment of school fees charged. Schools and universities
establishments adopted online fee collection during lockdown months.

Legend High Medium Negative
Source(s): KNET data and KPMG analysis - . . .

©2020 KPMG Advisory W.L.L., a Kuwait limited liability company and a member firm of the KPMG
21 global organization of independent member firms affiliated with KPMG International Limited, a
private English company limited by guarantee. All rights reserved



11enas In e-Payments by Sector

Month on Month growth trends for e-Payments, Feb — Aug 2020

Pre Lockdown Lockdown and Curfew Gradual Re-opening
251%

4% 6% e 6% 40% 19%

Pre-Covid-19, the F&B segment was the key driver for online sales, however the suspension of commercial activities
and health and safety concerns over the operation and delivery of the food and drink resulted in a moderate growth of
the segment in Kuwait. Post reopening of the market, there was sharp growth in the transactions.

------------------------------------ Government - --- oo

Pre Lockdown Lockdown and Curfew Gradual Re-opening

) - ; 0,
5% 5% 12% 8% 8% 10%

Extensions were provided by the Government for renewal of various authorized documents during the lockdown period
that seems to have resulted in a decline in the value of government transactions.

Legend High Medium Negative
Source(s): KNET data and KPMG analysis - . . .
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11enas In e-Payments by Sector

Month on Month growth trends for e-Payments, Feb — Aug 2020

------------------------------------ Charity oo

Pre Lockdown Lockdown and Curfew Gradual Re-opening

98% 102% 123% :
-81% 57%

-20%

During the early stages of Covid-19, there was a decline in the value of the segment as compared to 2019 (same
period). However, the months of April, May and July witnessed growth due to observance of Eid and Ramadan periods.

Pre Lockdown Lockdown and Curfew Gradual Re-opening
132%

In line with the global trends, travel and transport segment was most negatively impacted by the Covid-19 crisis. The
opening of international travel and increased repatriation efforts has lead to growth of 132% in travel observed in the
month of June compared to the previous month.

Legend High Medium Negative
Source(s): KNET data and KPMG analysis . . .
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The information and data provided by and attributed to KNET for purposes of
this report is derived primarily from KNET and should be used for information
purposes only.

KNET, to the extent permitted by law, shall not be held liable for any improper or
incorrect use of the information contained herein and assumes no responsibility
for anyone's use of the information. In no event shall KNET be liable for any
direct, indirect, incidental, special, exemplary, or consequential damages
(including, but not limited to; loss of use, data, or profits; or business
interruption) however caused and for any liability, whether in contract, strict
liability, tort (including negligence or otherwise), or any other legal theory
arising in any way out of the use of this information, even if advised of the
possibility of such damage.

This disclaimer of liability applies to any damages or injury, whether based on
alleged breach of contract, tort, negligence or any other cause of action,
including but not limited to damages or injuries caused by any failure of
performance, error, omission, incompleteness, deletion and defect.

Although the information and data provided by KNET has been derived,
produced and processed from sources believed to be reliable, no warranty
expressed or implied is made regarding accuracy, adequacy, completeness,
legality, reliability or usefulness of this information and data. This disclaimer
applies to both isolated and aggregate uses of this information and data. KNET
provides this information on an "AS IS" basis.

All warranties of any kind, express or implied, including but not limited to the
implied warranties of merchantability and fitness for a particular purpose are
disclaimed.
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