








11   Newspaper's Staff Reporter. (2022, October 8). SBP revokes licence of TAG Innovation - Business - DAWN.COM. Dawn. https://www.dawn.com/news/1714026/sbp-revokes-li-
cence-of-tag-innovation
12   Hassan, T. (2022, July 23). In its ambition to buy a bank, has Pakistan's fintech poster-child killed itself? Profit by Pakistan Today. https://profit.pakistanto-
day.com.pk/2022/07/23/in-its-ambition-to-buy-a-bank-is-pakistans-fintech-poster-child-about-to-shut-down/
13  Khan, M. (2022, December 26). 2022 — a dismal year for Pakistani startups - Business - DAWN.COM. Dawn. https://www.dawn.com/news/1727163/2022-a-dismal-year-for-pa-
kistani-startupsw.dawn.com/news/1667045/2021-the-year-when-pakistani-startups-saw-an-unprecedented-growth-spurt
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The bad 

The State Bank revoked the in-principle and pilot approval for Pakistanʼs fintech poster child TAG in October 202211, almost two 

months after it directed the electronic money institution to refund all outstanding funds to its wallet holders.

Just like the sudden closure of e-commerce startup Airlift sent shockwaves through the startup ecosystem, TAGʼs downfall 

came as a big blow. One of the highest funded fintechs at the time, TAG had raised $17.5 million and many market watchers 

believed it was on its way to becoming the only fintech company with a full digital banking license. But it turned out that in its 

attempt to  reach the finish line, the company had forged12 a critical document that led to its eventual downfall. When the news 

hit the market, it raised serious questions about the due diligence carried out by investors as well as governance structures in 

Pakistani startups. But even more critically, it could damage the confidence of foreign investors who recently began pouring 

money into Pakistanʼs startups13.

TAG’S END

RISE OF DIGITAL LOAN SHARKS

Source: Google Play, Data Darbar Research, App�gures

MOST POPULAR INSTANT LENDING APPS IN PAKISTAN



14   Ali, K. (2022, July 3). 'Big risk' on small loans from unregistered players. Dawn. https://www.dawn.com/news/1697912/big-risk-on-small-loans-from-unregistered-players
15   Ali, K. (2022, July 3). 'Big risk' on small loans from unregistered players. Dawn. https://www.dawn.com/news/1697912/big-risk-on-small-loans-from-unregistered-players
16  Khan, M., & Uderani, N. (2022, December 22). Instant Loan Apps: how to get SECP's blessing and defraud people. Insights by Data Darbar. https://insights.datadarbar.io/in-
stant-loan-apps-how-to-get-secp-blessing-and-defraud-people/
17   Ali, K. (2022, December 29). SECP steps in to shield borrowers from digital lenders. Dawn. https://www.dawn.com/news/1728795/secp-steps-in-to-shield-bor-
rowers-from-digital-lenders
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Growth in digital financing 

led to the rise of unlicensed and dangerous 

lending apps in 2022. These apps were giving out 

nano loans - ranging from as low as Rs50 up to 

Rs25,000 - at exorbitant rates and laying out a 

vicious trap for those in need14. Only two

companies, SeedCred and Sarmaya Microfinance, 

that are operating known apps – Barwaqt and 

Easy Loan – have direct SECP licenses. In fiscal 

year 2022, these licensed lending apps disbursed 

a whopping Rs10 billion in nano loans15 in the 

2021-22 fiscal year, also at high rates.

To make matters worse, the regulator – the 

Securities and Exchange Commission of Pakistan 

(SECP) – was unable to tackle the problem 

adequately, allowing digital loan sharks to prey 

on people in a financial crunch. Since a large part 

of the population, particularly those who fall in 

the low-income brackets, are not served by the 

banking system, these fraudulent lending apps 

gained popularity on app stores.

An investigative report by Data Darbar in Decem-

ber 2022 looked at the top mobile apps on 

Googleʼs Finance charts and found there were 20 

lending apps in the top 44 alone16. These 20 apps 

had a combined 19.1 million downloads from 

June 2021 to November 2022 (18 months), 

reflecting their meteoric rise in the past two 

years. Out of these 20, just nine claim to have a 

license or backing by an entity i.e. a majority of 

them are unauthorised and therefore illegal. The 

report further found that several foreign players 

have entered the space and are leveraging the 

licenses of existing companies to go about their 

business which raises questions about their 

legitimacy.

The Data Darbar report also found that users 

could face “technical glitches” while trying to 

make repayments, resulting in late fees and 

charges. A majority of these apps require key 

user data, and get complete access to usersʼ 

contacts list on their phones, which has in some 

cases been used to reach out to their friends and 

family as a harassment tactic to shame them 

when they were unable to pay back on time. 

By the end of 2022, the SECP sprang into action 

and restricted these platforms from taking 

coercive measures for recoveries and barred 

them from shifting borrowersʼ data outside 

Pakistan17. The regulator also said that borrow-

ersʼ data cannot be stored on any cloud 

infrastructure outside the jurisdiction of Pakistan 

and issued digital lending standards applicable 

to Non-Banking Finance Companies (NBFCs) 

undertaking lending activities through digital 

channels/mobile applications. Of the eight 

NBFCs in Pakistan, only two are operating in the 

digital lending space. 

The SECP also made it mandatory for the lenders 

to display a summary of the Key Fact Statement 

(KFS) through a video/audio, screenshot and 

email/SMS in both English and Urdu languages, 

which includes annual rates, loan tenors, and all 

fees and charges. Anything not part of this 

statement cannot be added to the charges. The 

lender is also required to disclose its full 

corporate name and licensing status and has 

been barred access to usersʼ phone book and 

photo gallery, even if consent is taken. Lenders 



are not allowed to reach out to usersʼ contacts 

other than those mentioned as guarantors who 

consented to being approached.

A separate grievance redressal mechanism, 

beyond the existing framework for NBFCs, has 
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also been established by the SECP. The Competi-

tion Commission of Pakistan has also invited 

aggrieved users to lodge complaints against 

deceptive marketing by digital lenders.
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Jan 2022: SBP proposes a ban on cryptocurrencies, arguing that it causes �ight of capital18.

May 2022: The government forms three sub-committees to decide whether crypto should be 

banned19. So far no policy framework is present to regulate crypto and it continues to function 

in a gray area.

ADOPTION

In 2021, Pakistan ranked 3rd on the Global Crypto Adoption Index20. In the same year, 

cryptocurrency value received (a measure of trading activity, not assets held) by Pakistanis 

came in at $20 billion, while Pakistanis made gains worth $635 million21.

In 2022, despite negative guidance by regulators, Pakistan ranked 6th on the Global Crypto 

Adoption Index22 while crypto value received is close to $30 billion. As cited in the report, 

across the year, Pakistanis largely traded in stablecoins and Ethereum, with these two cryptos 

making up 2/3rd of total trading activity.

C R Y P T O C U R R E N C I E S  F L O U R I S H  U N R E G U L AT E D

Source: Chainalysis Annual Report 2022

18   Hassan, S. R. (2022, January 13). Pakistan's central bank tells court cryptocurrency should be banned. Reuters. https://www.reuters.com/article/fintech-crypto-paki-
stan-idUSL1N2TT0QT
19   Our Correspondent. (2022, May 3). Govt forms panels to decide future of cryptocurrency business. The Express Tribune. https://tribune.com.pk/sto-
ry/2355251/govt-forms-panels-to-decide-future-of-cryptocurrency-business
20  Chainalysis Team. (2021, October 14). Global Crypto Adoption Up 880% in 2021 - Chainalysis. Chainalysis Blog. https://blog.chainalysis.com/reports/2021-global-cryp-
to-adoption-index/stant-loan-apps-how-to-get-secp-blessing-and-defraud-people/
21  Chainalysis Team. (2022, April 20). 2021 Cryptocurrency Gains by Country: Ethereum Leads as Gains Skyrocket Around the World - Chainalysis. Chainalysis Blog. 
https://blog.chainalysis.com/reports/cryptocurrency-gains-by-country-2021/
22  Chainalysis Team. (2022). The 2022 Geography of Cryptocurrency Report. Chainalysis. https://go.chainalysis.com/rs/503-FAP-074/images/2022-Geogra-
phy-of-Cryptocurrency.pdf
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Since the second half of 2022, Pakistanʼs startup scene has been 

gloomy with funding back to pre-Covid levels in the last quarter of the 

year. Given the lukewarm start to the new year reflected in funding 

during January 2023, we can expect a similar environment to 

continue in the near future, especially for the venture capital (VC) 

space where most of the investors from the 2021 frenzy have basically 

evaporated. 

For VC-funded e-commerce, it might be a double edged sword as 

investment has all but dried up — meaning less money to spend on 

customer discounts and therefore a contraction in the target market. 

But due to inflation and resulting import restrictions, it has become 

increasingly difficult to cater to even the relatively well-off customer 

segment. Again, this trend will continue in the near future. On the flip 

side, new e-commerce company registrations have mostly held up, 

which is a positive for the sector.

One interesting trend in the e-commerce space, which reinforces the 

fact that it is a highly discount driven market, is that a large chunk of 

sales for companies, particularly for a major VC-backed player in the 

market, Daraz, come in the last quarter of the year when it offers high 

discount deals: the Black Friday sale, 11/11 sale, 12/12 sale etc.

Additionally, a large part of demand is generated from the bigger 

cities of Karachi, Lahore and Islamabad (KLI) and weʼve seen more 

impulse purchases, with order values lower than Rs500, from 

customers here, primarily because of lower delivery charges and 

waiting times. However, from non-KLI cities, weʼve seen that custom-

ers often do planned purchases and their single order value, on 

average, is much higher. 

Mutaher Khan
C O - F O U N D E R  O F  D ATA  D A R B A R ,
A  P R I VAT E  M A R K E T S  I N T E L L I G E N C E  P L AT F O R M

A N A L Y S I S / O P I N I O N



Where the players stand

There are three types of e-commerce players in 

Pakistan: VC-backed (such as Daraz and PriceOye 

for example), corporate click-and-mortar stores 

(such as Khaadi and Gul Ahmed) and small 

players running their businesses through 

Instagram and Facebook. 

Among VC-backed players, only Daraz has been 

able to make a mark on the market. Excluding 

Daraz, this category of players have a small 

market share. Instead, corporate 

click-and-mortar stores are dominating the 

e-commerce space and their domination is 

expected to continue. 

Weʼve also seen a constant rise in the market size 

of the third category, which includes smaller 

players using social media to break through. 

These are often healthy, cash positive and 

high-margin businesses who havenʼt been able to 

scale up because of funding issues. As such, there 

is a lot of room for merger and acquisition (M&A) 

activity, particularly in the fashion segment, 

where bigger players like Daraz could buy out 

these brands and launch their own private 

fashion and grooming offerings.

Future prospects

Like any business currently operating in Pakistan, 

the near-term future of startups is also marred 

with uncertainty regarding day-to-day operations 

such as power outages, difficulty in making 

international payments etc. There is unlikely to 

be any uptick in funding until the second quarter 

at least as deal activity around the world has 

been heavily dented, even in developed markets. 

Globally, VC funding is expected to make some 

recovery after the end of the US Federal Reserveʼs 

tightening cycle, but it will come to Pakistan with 

some lag. 

In the long term, the outlook is more positive 

driven by a number of variables. First, the size of 

the population is massive, predominantly young 

and digital natives, thus making the country a 

large addressable market to serve. 

Second, digitization will remain a key theme 

across industries from retail to supply chain 

where legacy players will rely on nimble startups 

for tech solutions. The B2B segment should 

continue to be the key driver of startup activity, a 

trend we have already seen a glimpse of, as most 

of the funding in the past two years has 

channeled into B2B.

E - C O M M E R C E 114



The year 2021 was prolific for 

Pakistani startups, buoyed by the 

e-commerce sector, as Pakistan 

witnessed a sharp growth spurt in 

funding across the board1. Pakistani 

startups raked in an unprecedented 

$366 million in funding, which was 

450% higher than the $66 million from 

the previous year. This phenomenal 

growth was led by the e-commerce 

sector, which accounted for $175 

million or 48% of all funds raised and 

marked a monumental leap from the 

$11.4 million raised by the sector in 

2020. 

But 2022 was unable to match that 

trend and the second half of the year 

in particular painted a dismal picture 

with regards to both funding and deal 

counts. Although the year began on a 

high note with startups raising $174 

million in the first quarter, it was 

downhill from there. Funding began 

drying up immediately after, and each 

succeeding quarter saw considerable 

declines while the year was also 

marred by some high-profile closures 

– most prominent among which was 

Pakistanʼs e-commerce prodigy, Airlift.

On the whole, Pakistanʼs startups 

managed $348 million in funding in 

2022. Even though this translated into 

a 5% decline compared to the 

previous year, the sharp downturn 

was apparent in a quarter by quarter 

analysis. The last quarter of 2022 saw 

just $15.15 million in funding, a plunge 

of 72.65% over the previous quarter 

and 79.24% over the same quarter last 

year, which makes it the worst quarter 

on record since Q1-20202. E-commerce 

startups grabbed a lionʼs share with 

$190 million of the total startup 

funding in 2022, which marked a 

marginal increase of 8.6% over the 

previous year. The number of deals 

secured in the e-commerce sector 

however declined 25% to 16 from 20.

1 Khan, M., & Uderani, N. (2022, January 3). 2021 — the year when Pakistani startups saw an unprecedented growth spurt. Dawn. https://ww-
w.dawn.com/news/1667045/2021-the-year-when-pakistani-startups-saw-an-unprecedented-growth-spurt

2 Khan, M. (2023, January 1). Q4-2022 Update: Pakistan's Startup Funding. Insights by Data Darbar. https://insights.datadarbar.io/q4-2022-update-pakistans-startup-funding/

Source: Data Darbar
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3 Teare, G. (2023, January 5). Global Funding Slide In 2022 Sets Stage For Another Tough Year. Crunchbase News. https://news.crunchbase.com/venture/global-vc-funding-slide-q4-2022/

This fall in investor interest was not exclusive to 

Pakistan as venture class (VC) assets all over the 

world struggled. According to some estimates, 

global venture funding fell by 35% in 20223. These 

trends were primarily driven by the US Federal 

Reserve hiking its policy rate as it tried to battle 

rising inflation. As a consequence, the higher 

interest rate saw investors switching to better 

returns on risk-free investments, such as direct-

ing more of their money to government securities 

and banks. 

Resultantly, the premium on investments in 

emerging markets like Pakistan rose, which 

translated into capital outflows from all asset 

classes. In Pakistanʼs case, the risk premium was 

even higher because of the countryʼs macroeco-

nomic crises and the high levels of political 

instability witnessed in 2022.
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Source: Alpha Venture
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4  Reuters. (2022, September 1). Pakistan CPI inflation hits multi-decade high 27.3% on year in August. Arab News Pakistan. https://www.arabnews.pk/node/2154356/pakistan
5 Khan, M. (2023, January 2). Changing times for tech. Dawn. https://www.dawn.com/news/1729409/changing-times-for-tech

CLOSURES ACROSS THE YEAR

CLUSTER OF LOCAL CHALLENGES

Pakistanʼs economic crisis particularly worsened 

after June as inflation peaked to a five-decade 

high in August4, which impacted the purchasing 

power of consumers. Since July, many business-

es, including e-commerce stores, said they were 

seeing a decline in orders. On the other hand, 

many companies began facing issues meeting 

orders because they were unable to source key 

components required to finalize their products 

after the government imposed import restrictions 

in a bid to protect its dwindling foreign exchange 

reserves.

According to Hammad Khan, co-founder of 

AlphaVenture, the digital agency behind the price 

comparison website Pakistanistores.com, sales 

have declined around 10-15% this year compared 

to 2021, despite more people coming online5. He 

shared that, “Even though our website traffic 

went up 5% year-on-year in November 2022, it 

hasnʼt necessarily translated into more orders for 

stores as major players in the industry are having 

a relatively slower period.”

Some prominent closures and layoffs across e-commerce in 2022 were:
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“More than demand, supply has been the issue as almost all sectors — regardless of 

online or traditional channels — struggle to source products. If companies cannot source 

products in the �rst place, how are they even going to ful�l orders?”
Hammad Khan, co-founder of AlphaVenture



It takes years for large-scale 

e-commerce operations to become 

profitable because margins are 

thin. They require continuous 

funding to continue before they can 

scale up to a size where they start 

generating profit, which explains 

the uncertainty surrounding TCSʼ 

venture Yayvo and the closure of 

OLX Mall. “It takes $20-30 million to 

set up a proper e-commerce 

business in Pakistan … If youʼre not 

willing to do that, then youʼre 

wasting time and resources,” 

Hamad Raavda, former chief 

marketing officer at Daraz shared8. 

Pakistanʼs economic woes clubbed 

with the global funding problem 

the ride-hailing segments of the 

e-commerce industry particularly 

hard. With inflation soaring, petrol 

6 Ali, O. (2022, July 17). The remarkable life and tragic death of Airlift. Profit by Pakistan Today. https://profit.pakistantoday.com.pk/2022/07/17/the-remark-
able-life-and-tragic-death-of-airlift/
7 Hassan, T. (2022, July 12). Airlift announces complete shutdown. Profit explains why. Profit by Pakistan Today. https://profit.pakistantoday.com.pk/2022/07/12/airlift-an-
nounces-complete-shutdown-profit-explains-why/
8 Hassan, T. (2022, September 28). TCS shuts down eCommerce business Yayvo.com, takes impairment loss of Rs1.2bn. Profit by Pakistan Today. https://profit.pakistanto-
day.com.pk/2022/09/28/tcs-shuts-down-ecommerce-business-yayvo-com-takes-impairment-loss-of-rs1-2bnn/
9 Hassan, T. (2022, July 17). Pakistan's eCommerce startup Dukan.pk lays off 25pc workforce as it focuses on profitability. Profit by Pakistan Today. https://profit.pakistanto-
day.com.pk/2022/07/17/pakistans-ecommerce-startup-dukan-pk-lays-off-25pc-workforce-as-it-focuses-on-profitability/
 

The most funded Pakistani startup, 

Airliftʼs closure sent shockwaves 

across the ecosystem. According to 

one expert, Ozair Ali, a former 

venture capitalist with Alter Global, 

“For all the shortcomings in Airliftʼs 

business model, itʼs the [global] 

macroeconomy that killed it6.”

As highlighted earlier, a global 

slowdown that led to VC funding 

drying up was one of the major 

reasons behind Airlift having to 

shut down operations, especially 

because it was in the early stages 

of its business journey and had not 

yet achieved the scale required to 

sustain itself7. As outlined further 

in Profit Magazine, in the early 

stages, startups often focus on 

revenue growth without worrying 

about profitability in order to keep 

investor interest alive. Such an 

approach, often referred to as a 

high cash burn model, is backed by 

discounted products and services 

to entice more customers which 

means that the company is 

compromising on its margins. At 

this stage, growth is not backed by 

business fundamentals. The goal is 

to eventually achieve profitability 

by reaching a big enough scale, 

which Airlift could not do in the 

prevailing downturn. 

Additionally, e-commerce business-

es, especially those that are serving 

in the quick commerce segment, 

also require considerable funding 

to be able to set up a network of 

warehouses and dark stores across 

the country in order to provide the 

service they promise. “Setting up 

this network of warehouses and 

then ensuring fulfillment costs 

associated with such deliveries 

makes quick commerce a very 

costly affair,” according to an expert 

who spoke to Profit Magazine. In 

such an environment, when a 

global recession causes investors to 

back out, it becomes almost 

impossible for companies to 

continue because business has not 

turned profitable yet.

“Pakistan is, unfortunately, one of the �rst countries on the chopping block for when 

investors want to shed unnecessary risk.”
Ozair Ali, Entrepreneur and former venture capitalist with Alter Global
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prices going well past Rs200 per 

liter and the rupee witnessing a 

freefall, both demand suppression 

and product costs spiraling 

resulted in Swvl, Uber and Careem 

food delivery shutting down as 

well. To avoid a similar fate, Retailo 

and Dukan.pk laid off employees in 

20229, with the aim to reduce cash 

burn and achieve profitability.



Despite the overall downhill trend, digital 

payments to e-commerce vendors went up 

drastically in fiscal year 2022, according to data 

collected by the State Bank of Pakistan, indicat-

ing that there was a shift away from the 

cash-on-delivery (COD) payment method that 

was until recently the primary choice for custom-

ers in Pakistan. 

In its annual payments report10, the central bank 

revealed that e-commerce merchants registered 

with banks had gone up 63% to 4,887 by June 

2022, while digital payments to these merchants 

shot up to Rs106 billion from Rs60 billion in the 

previous year. Overall, digital transactions with 

e-commerce merchants in fiscal year 2022 also 

doubled to Rs45 million from Rs22 million in the 

previous year.

10 State Bank of Pakistan. (2022). Payment Systems Review. State Bank of Pakistan. https://www.sbp.org.pk/PS/PDF/FiscalYear-2021-22.pdf

Source: SBP
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Areas of growth



Additionally, despite a tough year that saw funding dry up, there were still a few positives for Pakistani e-commerce 

in 2022 including some notable funding11 for platforms (see table below).

Source: Data Darbar

TOP 10 E-COMMERCE FUNDING IN 2022

Bazaar $70 million

Dastgyr $37 million

Retailo $36 million

Jugnu $22.5 million

PriceOye.pk $7.9 million

Platform Funding

24Seven $6 million

DealCart $4.5 million

Markaz Technologies $2.4 million

Zaraye $2.1 million

Jomo $0.85 million

11 Khan, M. (2023, January 1). Q4-2022 Update: Pakistan's Startup Funding. Insights by Data Darbar. https://insights.datadarbar.io/q4-2022-update-pakistans-startup-funding/
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Pakistani sellers also rose to prominence on 

global e-commerce platforms Amazon and 

Alibaba this year. After being added to Amazon in 

May 2021, it took Pakistan a little over a year to 

break into the top three nations12 selling products 

on the digital platform, behind only the US and 

China. Similarly, Alibaba revealed that in 2022, 

around 85% of Pakistani sellers using the 

platform were from Sialkot13, highlighting that 

Pakistan could shore up its exports drastically if 

sellers in other cities also adopted the 

e-commerce platform. 

As for startups, one of the most renowned 

venture capital firms in the world, 500 Global, 

partnered with JS Global, a leading financial 

services provider in the country, to scout high 

potential founders and startups to invest in as 

well as bring investor education programs to 

Pakistan14. Similarly, a Hum Network subsidiary 

announced it was partnering with GS Group to 

launch a $50 million fund, named the Pakistan 

Katalytic Fund15. Through this fund, both 

companies “Will invest the funds of different 

limited partners in technology and related 

companies which have the potential to scale their 

business”.

12 Staff Reporter. (2022, September 30). Pakistan third among new sellers on Amazon. Dawn. https://www.dawn.com/news/1712622/pakistan-third-among-new-sellers-on-amazon
13 Hussain, B. (2022, September 16). Sialkot stands out, Alibaba calls on other cities to enhance exports through platform. Business Recorder. https://www.brecorder.com/news/40197743/si-
alkot-stands-out-alibaba-calls-on-other-cities-to-enhance-exports-through-platform
14 Press Release. (2022, November 2). 500 Global and JS Group Partner to Support Startups in Pakistan. Profit by Pakistan Today. https://profit.pakistantoday.com.pk/2022/11/02/500-glob-
al-and-js-group-partner-to-support-startups-in-pakistan/
15 BR Web Desk. (2022, October 20). Hum Network to launch $50mn Pakistan Katalytic Fund. Business Recorder. https://www.brecorder.com/news/40204200/hum-net-
work-to-launch-50mn-pakistan-katalytic-fund
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Securing digital rights for civil liberties;

Strengthening holistic safety of citizens in cyberspace; 

Technology for environmental sustainability; and

Network building at national, regional and global level.

Bytes for All (B4A), Pakistan is a research think tank with 

a focus on Information and Communication 

Technologies (ICTs). It experiments with and organize 

debates on the relevance of ICTs for sustainable 

development, democracy and social justice. Its strategic 

plan delivers in following key result areas (KRA):

To deliver above-mentioned KRAs, B4A conducts 

research for evidence-based policy advocacy, field 

projects and capacity building of citizens.

More information about B4A is accessible at 

www.bytesforall.pk.
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