FinTech Frontiers: How Digital Payments and
Data Analytics are Reshaping Finance in Pakistan

Introduction

Financial inclusion entails providing individuals and
companies with access to beneficial and inexpensive
financial products and services that satisfy their
requirements—such as transactions, payments, savings,
credit, and insurance—delivered responsibly and
sustainably. The State Bank of Pakistan (SBP) has
prioritised financial inclusion as a fundamental policy
objective, seeking to integrate the unbanked and
underbanked people into the formal financial system
(SBP, 2023). In the last ten years, FinTech has been a
significant driver in promoting this agenda. FinTech in
Pakistan, widely defined as technology-driven
innovation in financial services, has progressed from
basic branchless banking systems to advanced digital
payment platforms, including Al-driven analytics. Raast,
Pakistan's quick payment system, and the SBP's Digital
Banking Licensing Framework have aided these
advances.

mobile technology.
According to SBP's
Annual Payment

Systems Review 2023,
Pakistan's digital
payment transactions
grew 49% from 4.3
billion in 2022 to 6.4
billion in 2023-24. The
transaction value rose
from USD 90 billion to
USD 125 billion, a
significant gain given
Pakistan's GDP growth.
Mobile wallet accounts
increased from 65
million to 82 million,
while Raast transactions surged fourfold, highlighting
the rapid popularity of real-time payment systems.
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Mobile wallets like Easypaisa
and JazzCash, and frictionless

e-commerce links are the most i ey
essential  FinTech for the .
average Pakistani. The "invisi-
ble driver" underlying this is
data analytics, which uses
transaction patterns,
behavioural data, and predic-
tion algorithms to profile
customers, uncover fraud, and 05
customise  products. Data

Transactions (Billion)

Year-on Year Transaction Volumes (Billion Transactions) Digital Payment Market Share in Pakistan (2023-24

2022 Year

Raast
Others

10.0%  18.0%

38.0% 34.0%

Easypaisa

JazzCash

2023-24

analytics and digital payments
are revolutionising the finan-
cial industry by giving rural communities, women entre-
preneurs, and micro- businesses access to lending,
savings, and payment options. These twin innovation
strategies will improve Pakistan's economic involvement
and promote economic growth and social equality as the
industry matures.

Pakistan's Digital Payment Ecosystem

In three years, Pakistan's digital payments sector went
from developing to one of South Asia's fastest- growing
FinTech ecosystems. This change is due to legislative
reforms, market competition, and the rapid adoption of
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Figure 1: Pakistan's FinTech Ecosystem 2023-24 at a Glance

The following three main factors have fuelled this
growth:

a) Regulatory Push: The State Bank of Pakistan's
introduction of Raast in 2021 signified a pivotal
moment in the national payment system. By
enforcing interoperability, Raast eliminated the
"walled garden" strategy that had previously
obstructed consumers of one bank or FinTech from
seamlessly  transacting  with  another. The
implementation of SBP's Digital Banking Licensing
Framework in 2022 facilitated the emergence of
wholly digital banks, enhancing competition.
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b) Market Competition: Easypaisa and JazzCash have
used assertive recruiting techniques, including
complimentary transfers and rebate discounts on bill
payments. These strategies have broadened the user
base in both metropolitan and semi-urban as well as
rural areas, facilitated by extensive agent networks.

c¢) E-commerce Synergy: The development of online
marketplaces like Daraz, Foodpanda, and several
ticketing portals has established digital wallets as
the favoured means for online transactions.
Merchants gain from expedited settlement periods,
but clients get convenience and frequently reduced
rates for cashless transactions. The result is a
payment infrastructure that is ever more accessible,
economical, and dependable. Rural clients may now
receive  remittances  instantaneously  using
Raast-linked wallets, whilst urban consumers can
transact for services without reliance on currency.
Pakistan's digital payment ecosystem, formerly
fragmented and reliant on cash, is now progressing
towards a fully integrated, inclusive, and
technology-driven financial landscape.

Table 1: Financial Inclusion Metrics - Pakistan (2022 vs 2023-24)

Metric 2022 |2023-24 (Growth (%)
Digital Payment Transactions (billion) 4.3 6.4 48.80%
Transaction Value (USD billions) 90 125 38.90%
Mobile Wallet Accounts (million) 65 82 26.20%
Raast Transaction Volume (million) 250 1,000 300%
Rural Account Ownership (% of adults) 21% 28% 33.30%
Female Account Ownership (% of adults)| 18% 23% 27.80%
Micro-Loan Disbursement via Mobile

Wallets (million loans) 25 4 60%

Data Analytics as a Driver of Financial Inclusion

In Pakistan's swiftly advancing FinTech landscape, data
analytics has become a pivotal facilitator of financial
inclusion. Conventional banking systems frequently
depended on collateralised lending and extensive credit
history evaluations, therefore excluding a significant
portion of the populace. In contrast, FinTech businesses
utilise transaction-level data to develop alternative credit
profiles, hence facilitating wider access to financial
services.

a) Customer Profiling and Segmentation: FinTech
platforms utilise transaction statistics such as
frequency, average transaction size, expenditure
categories, and geolocation trends, to categorise
consumers  into  actionable  segments. A
high-frequency, low-value consumer at food stores
may be classified as a low-income household with
consistent spending patterns. In contrast, an
infrequent, high-value consumer in the travel sector
can be identified as an urban paid professional. This
segmentation facilitates customised product
creation, guaranteeing that financial offers are not

uniform but align with the requirements of varied
client demographics (SBP, 2023).

b) Risk Scoring for First-Time Borrowers: A major
obstacle in Pakistan's lending sector is the absence
of documented credit records. Mobile wallet
transactions, such as bill payments and digital
remittances, can operate as an indicator of
creditworthiness. Easypaisa's exclusive micro-loan
algorithm assesses repayment history of prior loans,
timeliness in bill payments, and consistency in
mobile airtime purchases. It facilitates immediate
loan determinations, sometimes within minutes,
enabling people and micro-entrepreneurs who were
historically excluded from official lending avenues.

c¢) Predictive Analytics for Targeted Offerings:
Fintechs can utilise machine learning algorithms to
forecast which clients are most inclined to accept
specific products, such as savings plans, health
insurance, or working capital loans. Marketing
campaigns are more efficient when using predictive
models on client groupings. JazzCash has cross-sold
micro-insurance to ride-hailing drivers by evaluating
transaction histories that show frequent mobility
and fuel use.

Financial Inclusion Impact Analysis

The integration of digital payments and data-informed
decision-making has significantly influenced the
socio-economic landscape in Pakistan, especially in the
past two years.

a) Women's Inclusion and Credit Access: From 18% to
23%, female account ownership has increased,
advancing financial inclusion. JazzCash's Women on
Wheels program, which provides mobile payments and
microloans to female ride-hailing enterprises, is crucial.
Easypaisa's women-only savings and credit have been
popular in urban and peri-urban areas. Mobile
wallet-based microloan distribution rose 60% from
2022 to 2023-24 (SBP, 2024). This extension shows that
transaction analytics-based credit scoring may approve
loans for those without a banking background.
Easypaisa's "micro-loan" program provides initial loan
amounts of PKR 500 or less for first-time customers,

frequently resulting in incremental credit limit
increases with timely repayments.
b) Savings, Asset Growth, and Targeted

Development Programs: According to data from
the Pakistan Microfinance Network (2024), average
savings balances in mobile wallets surged by 18%
year-over-year. Savings products associated with
wallet applications are frequently gamified or
reward-oriented, therefore encouraging regular
contributions,  especially among low-income
individuals. In addition to commercial products, data
analytics facilitates impact-oriented targeting. For
instance, the SBP's Digital Youth Entrepreneurship
Program utilises Raast-linked wallets for the
distribution of seed funding, accompanied by
transaction monitoring to guarantee the funds for
business-related expenditures.
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Challenges & Barriers to Scaling FinTech Inclusion

Despite rapid progress, Pakistan's FinTech-driven
inclusion faces several significant obstacles.

Smartphone usage is rising, but digital literacy gaps
persist, especially in rural areas. Mobile app navigation,
PIN security, and transaction request authentication are
common issues for customers. It underutilises present
services and limits modern options like digital credit and
insurance. The Pakistan Telecommunication Authority
found that 38% of rural mobile internet users had never
used a mobile banking app in 2023. Digital payments
have increased cyber threats, including phishing and
SIM-swap fraud. Mobile financial fraud increased 27% in
2023, according to the Pakistan Computer Emergency
Response Team. FinTechs and banks have improved
multi-factor authentication and anomaly detection
systems, but cyber risk still threatens client confidence.

Non-bank PSPs and EMIs are crucial to reaching
underrepresented communities. Regulatory ambiguity in
data protection, e-KYC, and cross-border payments has
slowed product rollout. Entrepreneurs developing
innovative solutions face uncertainty as the SBP's 2019
EMI guidelines emerge. It might discourage investment
and delay market entry for newcomers.

Despite 4G penetration, rural areas still have inconsistent
internet and unequal electricity. Even the most intuitive
FinTech solutions fail without solid infrastructure. Many
new users are wary about digital banking, fearing fraud
or financial loss. Consumer protection laws and public
awareness campaigns must address this trust gap. The
SBP's financial literacy efforts are addressing this issue,
but nationwide expansion is difficult.

Future Outlook

Rising technology, regulatory reforms, and collaborative
activities will influence the forthcoming phase of
Pakistan's FinTech advancement. Numerous revolutionary
developments are expected to reshape the digital
financial services sector in the upcoming five years.

Modern machine learning models look for anomalous
transaction patterns, but next-generation Al will use
behavioural biometrics like typing and gadget usage to
detect fraud in real time. Chatbots that give tailored
financial advice in local languages will improve customer
service. However, blockchain technology creates a secure,
transparent transaction database, boosting counterparty
confidence. Blockchain technology might reduce
settlement times from days to seconds and save money in
Pakistan's USD 30 billion yearly cross-border remittances
(World Bank, 2024). Smart contracts can automate
conditional payments, such as supplier invoices issued
upon delivery confirmation, in domestic transactions.

Environmental, Social, and Governance (ESG) factors in
FinTech credit scoring and investment platforms are also
expanding. FinTech-enabled green loans might finance
solar panels for rural households or low-emission
equipment for small businesses when climate-related
dangers affect Pakistan's economy. The combination of
Al, blockchain, CBDCs, and PPP-driven financial literacy

initiatives would make Pakistan's FinTech ecosystem
more innovative, transparent, and inclusive.

Conclusion & Recommendations

Digital payments and data analytics have driven
Pakistan's FinTech revolution, which has promoted
financial inclusion. Over the last three years, Easypaisa,
JazzCash, and Raast have integrated millions into the
economic system and enabled disadvantaged groups to
access loans, savings, and insurance using intelligent
analytics. The sector's biggest challenge is balancing
innovation and customer safety, despite promising
growth. The SBP should create comprehensive FinTech
legislation on data security, Al decision-making
transparency, and interoperability.

An EU-style data-sharing system might allow banks and
FinTechs to securely share customer data with consent,
boosting innovation and protecting consumer rights. The
SECP  may create regulatory sandboxes for
blockchain-based payment systems, Al-enhanced credit
scoring, and CBDC experiments. This regulated
environment would allow FinTech developers to examine
novel ideas wunder supervision, reducing market
disruption risk and speeding product development.

FinTech  organisations must educate rural and
inexperienced clients. Vernacular language training, fraud
awareness, and user-friendly interfaces are examples. In a
cash-dominated world, physical touchpoints are critical for
onboarding and building trust; therefore, agent networks
must expand into underbanked areas. The
telecommunications sector, energy companies, and
legislators must work together to fix infrastructure issues
like rural internet access. Collaboration can overcome
technological barriers to FinTech adoption.

The Path Forward

Pakistan should incorporate Al and blockchain, organise
the CBDC, and build strong public-private partnerships
for rural outreach. Its financial system may also improve.
Expanding inclusion will boost the formal sector, tax
compliance, and economic resilience. FinTech in
Pakistan has a bright future if innovation, inclusion, and
regulation coexist.
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