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Presentation Notes
The Fintech Advantage Today there’s an unprecedented level of technology-driven interconnectivity within a company and across its ecosystem of suppliers and customers. Technology can make things faster, better, less costly, more efficient and simpler. However, the opposite is also possible: technology, if not executed well, can add complexity. It can be challenging to choose the right approach to technology to gain the benefits and avoid the pitfalls. Fintechs have a new way of approaching the financial industry that is not tied to a legacy of operations and organizational rules and structure. As a result, they can provide products and services that are faster, easier, and/or cheaper than what traditional banks can deliver. By leveraging technology to deliver value and convenience, Fintech companies often target services with the most friction in the delivery process as well as those with the highest profit margins. Fintech firms are drivers of technology change in the industry, helping establish how Financial Services will evolve. The movement toward open banking and open APIs will only increase the speed of change as Fintechs’ business models and technologies allow them to align with new opportunities very quickly. Early Trends in 2019Based on data, consumers use between one and three apps to manage their finances, and with the rise of other fintech companies in the cryptocurrency, human resources, insurance and investing spaces, there is no shortage of fintech startups disrupting traditional industries. So, which fintech companies are making a splash? The top 10 are Plaid, Avant, Coinbase, ZenefitsTM, Credit Karma, Mint, Robinhood, Acorns, SoFi®, and Circle®.  Several are also experiencing a meteoric rise in growth and value, including Stripe, Stash and Oscar.



fin·tech | \ fin-ˌtek\

Products and companies that employ newly developed 
digital and online technologies in the banking and financial 
services industries

fintech (noun)
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Presentation Notes
Despite being around since as far back as 1971, the term ‘fintech’ was only added to the Merriam-Webster dictionary in Q3 of 2018
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2018 Global fintech investment near $40 billion
Annual global fintech deals and financing, 2014 – 2018 ($ billions)
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Source: CB Insights, 2019 Fintech Trends To Watch
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https://www.cbinsights.com/research/briefing/fintech-trends-2019/As you can see the global fintech investment grew from $8.3 billion in 2014 to almost $40 billion in 2018, so multiplied by 5 in 4 years…. So there is a significant amount of investment being poured into fintechs.2018 was a banner year for fintech with over 1,700 deals worth nearly $40B. Key drivers included consumer tech adoption reaching a tipping point, investors pouring in record levels of funding, and emboldened regulators levying fines and marquee regulations. One of the most exciting driving themes is that fintech is growing on a global scale.What’s ahead in 2019? These drivers are a positive signal for the year ahead.

https://www.cbinsights.com/research/briefing/fintech-trends-2019/
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39 fintech unicorns valued at $147 billion
Global VC-backed fintech companies with a private market valuation of $1B+*

Source: CB Insights, 2019 Fintech Trends To Watch
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https://www.cbinsights.com/research/briefing/fintech-trends-2019/ Key highlights from 2018:Funding crossed a new annual high of just over $39B, largely boosted by a surge in $100M+ mega-rounds and Ant Financials’ record $14B investment16 new unicorns were minted in 2018, a new record, including Revolut, Plaid, Nubank, Policy Bazar, and Tiger Brokers, among othersNew categories cropped up globally, including digital challenger banks (like Monzo and Chime) that combined have amassed over 15M consumersOther categories fizzled, like crypto, which saw market volatility from increased regulatory guidance and scrutiny over fraudGlobally, Asia made a run at the US as the top market for fintech with a surge in early-stage and mega-round investmentsA few themes in 2019 we cover include:What’s next for fintech re-bundlersIncumbents’ fintech playbooks and how they could fight backWhich tech giants could be actively launching financial servicesEmerging technologies and areas ripe for fintech disruptionMarkets that could see fintech hubs emerge and others that could stallThe outlook for fintech IPOs, M&A, and more

https://www.cbinsights.com/research/briefing/fintech-trends-2019/


4

 Artificial Intelligence (AI) 
accelerates

 Broadened solutions

 Collaboration

 Digital lending

 Open banking

2018 fintech trends
How did we do?

 Big tech engagement

 Blockchain, beyond the buzz

 Challenger banks

 Insurtech innovation

 Regtech rising

Exceeded 
expectations

Maintained 
status

Source: KPMG, Fintech Predictions 2018
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https://home.kpmg/xx/en/home/insights/2018/02/fintech-predictions-2018-fs.htmlHere are our top 10 predictions for 2018:AI accelerates – Continued innovation and adoption of AI as an underlying techGoing full-stack – Broadening of solution sets by mature fintech companiesBuilding bridges – Greater collaboration and partnering between large-scale providersNext gen digital lending – The rise of online mortgage technology and platformsOpen banking – Open APIs pace the road for third party developers in Europe and Globally.Big tech participation – More partnering between fintech and technology giantsBeyond use cases – Early success efforts in the initiation of blockchain production systemsNew challenger banks – Financial services incumbents building their own digital banks�Insurtech innovation – Accelerated investment into driving insurtech innovations and building hubs around the worlduse of technology innovations designed to squeeze out savings and efficiency from the current insurance industry model. Insurtech is the comb “insurance” and “technology” that was inspired by the term fintechRegtech rising – Increased investment in regtech around the worldcomputer programs and other technology used to help banking and financial companies comply with government regulations

https://home.kpmg/xx/en/home/insights/2018/02/fintech-predictions-2018-fs.html


5

Fintech and financial services
Competing less and coming together

Over 80% believe 
business is at risk

Financial services 
embracing fintech

Financial services 
to partner and
integrate

Regulations 
prompt disruption
and innovation

88% of incumbents 
are increasingly 
concerned they are 
losing revenue to 
innovators

77% of financial 
institutions will 
increase internal
efforts to innovate

82% expect to 
increase fintech 
partnerships in the 
next three to five 
years

54% see data 
storage, privacy, 
and protection as 
the main regulatory 
barrier to innovation

Source: PWC, Global Fintech Report 2017
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https://www.pwc.com/jg/en/publications/pwc-global-fintech-report-17.3.17-final.pdfChris Skinner’s blog expands the phases of fintech. The five phases of fintech are:Disruption (2005-2014)Discussion (2014-2017)Partnership (2017-2022)Integration (2022-2027)Renewal (2027+)FinTech has evolved from startups that want to take on and beat incumbents, to a broader ecosystem of different businesses looking in many cases for partnerships. FinTech startups don’t just need capital, they need customers. At the same time, incumbents need new approaches to drive change and deliver innovation.FinTech and Financial Services are coming togetherOur survey also highlights how innovation is coming from outside financial services and being driven by a variety of sources including tech companies, e-retailers, and social mediaplatforms (see Figure 1). This approach has certainly has been prevalent in some Asian markets. The new partnering approach offers alternative strategies for both new entrants and startups but it also carries with it a new set of risks, as we explore further in the survey.Integration will not come easily. There are factors that pose challenges to FinTech companies and incumbents. Differences in management and culture, as well as regulatory uncertainty and legacy technology limitations, are identified by both as being major challenges to working together (see Figure 7). Changesin management and culture concern the business as a whole. By adapting to a more innovation focused culture, incumbents can faster adapt to the ever-changing market. Financial Institutions labor behind a system of checks and balances that can stifle the innovation process, while FinTech companies are generally able to adapt more quickly due to technology advantages and a lack of bureaucracy. Workplace culture will play an important role in the coming years and incumbents will need to renew their purpose.Regulations trigger disruption and innovationThe term RegTech has emerged to characterize innovation and emerging tech focused on solving complex regulatory challenges, enabling smarter regulation and reducing complexity in existing regulation and compliance. There are many aspects to this including automation, data and analytics, machine learning and AI, and blockchain and cyber to name but a few. Historically, regulation was seen as a barrier to entry into Financial Services. The requirements were complex, burdensome and difficult for smallnew organizations to adopt. Now we see the reverse. Many incumbents are hampered by complex processes and governance they have built up around risk andregulation, and many have also developed a significant degree of risk aversion given some of the headline grabbing issues of the last decade. Its not surprising therefore tofind innovation influencing this area. There is a growing body of complex regulations such as Basel, Dodd-Frank, Comprehensive Capital Analysis and Review (CCAR), General DataProtection Regulation (GDPR), Markets in Financial Instruments Directive (MiFID), Revised Payment Service Directive (PSD2), and so on that lend themselves to solutions that can leverage technology.

https://www.pwc.com/jg/en/publications/pwc-global-fintech-report-17.3.17-final.pdf
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Four partnership approaches emerge
Framework for evaluating fintech partnerships

Source: Gartner

Bet

Operation

Experiment

Investment

Mature 
technology solution

Early stage 
technology solution

Applied 
innovation

Pure 
innovation

Operation — partnership with a 
more developed technology that 
solves a current, specific issue 
within the bank

Investment — partnership with 
a more mature technology that 
does not have a clearly defined use 
case

Experiment — partnership with 
an early-stage start up to explore 
potential solutions to future bank 
problems and promote innovation

Bet — partnership with an early-
stage fintech that seeks to solve a 
current issue within the bank

Financial institution 
partnership opportunities

https://www.gartner.com/en
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What people are saying……

“When banks and fintechs 
collaborate, innovation and speed-
to-market foster a better customer 
experience like never before.” 

Sankar Krishnan 
EVP, Capgemini Financial Services

“Partnerships should not be just 
for branding, but must significantly 
transform the nature of 
offerings.”

Vivek Belgavi
Partner, PwC India

In China, Ant Financial has 
regular interactions with

consumers for payments
450 million

Banks aim to stay competitive in this 
fast-changing landscape with different 
initiatives, including: 
 Internal centers of excellence
 In-house solutions
 Chatbots and voicebots
 Online and mobile banking
 Cloud-based digital offerings

Fintechs’ prefer to white-label 
their solutions. In these 
partnerships, financial 
services firms buy a ready 
solution and implement it 
under their own brand.

Source: World Fintech Report 2018
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https://knowledge.wharton.upenn.edu/article/banks-fintechs-adversaries-partners/ “Incumbents that don’t seek to partner will die.” “Trust is extremely important for financial services and is not easy to build overnight.” “When banks and fintechs collaborate, innovation and speed-to-market foster a better customer experience like never before.” Five phases of FinTech (2005-2027)Three years ago, I blogged about three phases of FinTech. Three years later, I can expand on that theme and talk about five phases of FinTech. The five phases of FinTech are (dates are rough guide):Disruption (2005-2014)Discussion (2014-2017)Partnership (2017-2022)Integration (2022-2027)Renewal (2027+)Phase One: Disruption (2005-2014)FinTech is different for me, as it’s more about leveraging Open Finance through apps, APIs and analytics, and that did not really start until 2005,. At some point ten years ago, FinTech began and, in that phase, most of the start-ups were talking about disrupting or even destroying the banking system. They wanted to replace banks.That was a good idea but a bit naïve, as banks exist for a reason. They act as a regulated intermediary of trust with money. Without that regulated structure, the system would collapse. That’s why disintermediation has been talked about for years, but has never happened. You can decentralize finance as much as you want, but it will always need some form of supervision from a trusted authority. Otherwise, it just doesn’t work.That’s why the FinTech start-up community realized they needed to work with banks, rather than replace them. Equally, the banks realized that the FinTech start-ups were doing some interesting things and so they started to talk to them, work with them, invest in them and showcase them.Phase Two: Discussion (2014-2017)That was the second phase of the FinTech wave, when deep discussions began, and banks did hackathons and innovation theatre. There wasn’t much really tangible connection into the banks – most would still rather build than buy or partner – but at least there was a connection.Some would say the partnering phase began earlier, but I didn’t see any real bank-FinTech partnerships emerging until recently. Encouraged by regulatory sandboxes and seed money investments, banks are finally realizing that not all FinTech start-ups are a threat and most FinTech start-ups are realizing that not all banks are dumb and stupid.Phase Three: Partnership (2017-2022)Hence, we have moved from disrupting and destroying the banks to discussing and ideating with the banks to collaborating and partnering with the banks in a short ten years. This is where we are now. The third phase of FinTech: partnerships.Phase Four: Integration (2022-2027)I think it will get interesting in the next ten years therefore, as we move from partnerships to fully integrating FinTech capabilities into the banking system through Open Banking and Open APIs. This is out there under PSD2 (Payment System Directive, open banking platform), but it’s not really out there. PSD2 has been interesting with many banks resisting being open. Equally, third parties haven’t really grasped the mantle of change yet. And some would say we need a PSD3 before real change will happen.PSD2? PSD3?Sure. PSD2 mandates that banks must make payments data available to third parties through an Open API. PSD3 will mandates that third parties must make data available to banks through an Open API.Phase Five: Renewal (2027+)When we get to truly open platforms and marketplaces of APIs, apps and analytics, then we can start to fully integrate banking and FinTech and BigTech.Finally, when that is completed, we will no longer talk about banks versus FinTech or even banking and FinTech. We will just talk about finance over the network, as it will be fully integrated as one seamless, frictionless system, internet-enabled, global and real-time.I cannot wait.

https://knowledge.wharton.upenn.edu/article/banks-fintechs-adversaries-partners/
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Bank-fintech collaboration: The opportunity
Synergies of bank-fintech collaboration

 We leverage technology to serve our customers through leading providers
 Sourcing the right fintech company allows us to be more flexible and enhance our reach
 Customer needs and demands are evolving, fintech partnerships help close these gaps

Matching strengths: banks and fintechs

 Vast customer bank

 Existing customer 
relationships

 Credit underwriting 
capabilities

 Risk management

 Higher risk propensity

 Customer analytics 
(with alternate data)

 Less regulatory 
oversight

 Leaner operations

Commercial banks Fintechs

Attributes of fintechs leading

 Agile and innovative solutions

 Reduced operational overhead

 Cater to higher risk profiles

 Alternate credit scoring and assessment

Source: Capgemini Financial Services Analysis 2018
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https://www.capgemini.com/wp-content/uploads/2018/02/world-fintech-report-wftr-2018.pdfFinding the Right Partner for Collaboration Is EssentialAcross the globe, more than 7,500 FinTech firms, combined, have raised over USD 109.8 billion.3 Yet most will likely fail because: they could not find the right product-market fit,the high cost of scaling up, the inability to find the right partner, and the struggle to create, launch, and quickly gain market share for a differentiated product that cannot be replicated. FinTech leaders have struggled with traditional institutions’ lack of agility, willingness to partner, and culture fit. However, FinTechs also need to be mindful of incumbents’constraints and clearly articulate the value proposition they can achieve together to be a collaborative partner.Successful Collaboration Requires Commitment and Agility from FinTechs and Incumbents• The build-versus-buy question has quickly shifted to what is the best model for collaboration to leverage technology that sets us up to quickly release products and services that meet customers’ rising expectations.• Some firms still attempt to drive innovation from inside their organization, but most are looking externally through incubators, accelerators, hackathons, and venture funds.• Most FinTechs cite the importance of CxO-level leadership buy-in, as well as common objectives and vision as criteria for successful collaboration

https://www.capgemini.com/wp-content/uploads/2018/02/world-fintech-report-wftr-2018.pdf
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