PACRA

Technology Sector

January 2016




X Technology | Rising demand across Globe
Banking in Digital Era

# In 2015, the banks across the globe cited technology (IT Modernization) as their
biggest priority. To put that in perspective, it was the fourth highest priority in
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2 Rising Focus on IT investment

PACRA

# As in 2014, the core banking was the number one IT investment priority in 2015 (23%
of the banks)

# Core banking constitutes half of total IT assets | in absolute term the number of core
banking deals in the market has fallen, meaning there could be pent-up demand
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— Profile of key players in Pakistan °
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" Market Share’
based on number of products deployed
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X Market Share*
based on number of products deployed

Softwares in DFIs and Micrfinance Banks
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o Analysis of revenue — key players’

Local Players International Players

Revenue Composition

Maintenance — recurring 58% 24% 29% 55% 48%
Licensing — non-recurring 42% 12% 15% 30% 31%
Services — non- recurring n/a 49% 57% 15% 20%

*Netsol is another player in Pakistan, though not providing banking solution, provides a wide range of
services across a wide range of sectors in 7 countries.
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,; Opportunities and Challenges

-|— Rising Demand in Pakistan
1) After upgrading core softwares, banks have increasing focus on upgrading support
ERP softwares: 1) Treasury, 2) Credit, 3) Trade, 4) HR
I1) Focus on regulatory requirements — Basel 111 implementation, KYC, AML — triggers
demand for automation and the security of the banking transactions
i) Digital channels (Branchless banking) top of priority list

-+ Export Avenues: Increasing demand in Asian market is opening new avenues of exports for local
players

+ Large players diversified in providing services to many business sectors in addition to financial
institutions

-+ Superior technology by International players in Pakistan

— Cyclical nature: new Product development takes a longer period

— Intensive research and development; high cash requirements before actual benefits start flowing into
the company

— The product becomes obsolete in a short span of time with advent of advance technology
— International players poses tough competition to local players.
— Retention of experienced human capital
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4. PACRA’s in-house research and database | the selected banks constitutes;
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*The urvey canvassed the opinions of 201 senior bankers from Europe (44%), Asia Pacific (12%), Middle East
and Africa (36%), and America (8%). Banks selected include Private bank/ wealth manager (14%), Wholesale
corporate banks (10%), Retail Bank (32%), microfinance (7%), and others (5%).



PACRA

Amara S. Gondal

Analysts amara.gondal@pacra.com

Jhangeer Hanif
jhangeer@pacra.com

Muneeb Rashid
Muneeb.rashid@pacra.com

Contact Number: +92 42 3586 9504

PACRA has used due care in preparation of this document. Our information has been obtained from sources
we consider to be reliable but its accuracy or completeness is not guaranteed. The information in this
document may be copied or otherwise reproduced, in whole or in part, provided the source is duly

DISCLAIMER

acknowledged. The presentation should not be relied upon as professional advice.



mailto:jhangeer@pacra.com
mailto:haider.imran@pacra.com

