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TOTAL GLOBAL INVESTMENT IN FINTECH VENTURES between 2010 and 2017 reached US$97.7 billion, with U.S. startups accounting for more than half

(54 percent) of all investments. The volume of Fintech deals globally within that timeframe grew at a compound annual rate of 35 percent, with total funding growing

at a compound annual rate of 47 percent.

“This volume of investment reflects the soaring demand within financial services for new digital innovations, as these technologies prove their value and applicability

in the market,” added Richard Lumb, group chief executive—Financial Services at Accenture. “That will continue to position FinTechs for a vital role in helping

reshape the financial services landscape. For markets like the UK, where slower economic growth and industry uncertainties due to Brexit have been an issue, it is

an encouraging sign.”

Fintech startups operating in lending and payments took the bulk of U.S. investments, mirroring a global trend and accounting for 60 percent of the $11.3 billion in the

country, the data showed.

In the U.K., digital insurance distributor BGL Group raised US$900 million, pushing overall fintech investments in the country to an all-time high of US$3.4 billion.

Payments venture TransferWise had the second-largest fundraising in the U.K., raising US$280 million.

India’s digital payments startup Paytm received US$1.4 billion in venture capital, helping drive fintech fundraising activity in the country to nearly five times the 2016

levels. The number of FinTechs deals in India increased 65 percent over 2016. The increased activity was largely spurred by the central bank’s “demonetization”

initiative geared to combat corruption by banning high-value bank notes, which prompted millions of Indians to shift to mobile payments and other cashless service

providers like Paytm.

In the more mature FinTechs areas of payments and lending, dominant market players continued to emerge over the first 6 months of 2018, attracting larger and

larger deal sizes. Meanwhile, a broader range of companies focused on newer areas of fintech innovation, such as artificial intelligence (AI) and data analytics, also

attracted attention from fintech investors.
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FINTECH INNOVATION DIVERSIFIES — expanding beyond traditional verticals and hubs During Q1 and Q2’18, investors focused on a broader range of innovative 

technologies than ever before. At a technology level, interest in AI and robotic process automation (RPA) continued to gain attention while interest in insurtech and 

regtech also grew significantly. Globally, there has also be an increasing emphasis on business-to-business (B2B) FinTech solutions — as evidenced by the $250 

million raise by Tradeshift.

In addition to expanding vertically, FinTechs investments expanded geographically across all regions of the world. With a $150 million raise in Q1’18, Brazil-based 

Nubank which reached unicorn status while companies from five separate countries in Europe were among the region’s top venture deals (e.g. UK, Germany, France, 

Netherlands, Switzerland). While the Asia FinTechs market continued to be dominated by China and India, Japan was able to break into the region’s top venture 

deals list with a $63 million Series A raise by Folio.

The growing maturity of the FinTechs sector has led to an increase in the diversity of investors, including more active participation by corporates outside of the big 

banks and largest insurance companies. Globally, we are starting to see more mid-tier banks - in addition to insurance and wealth management companies - have 

recognized the need to embrace fintech and are making investments either directly or through participation in accelerators, incubators or innovation consortia.

New regulations becoming a driving force for fintech investment Q1 and Q2’18 saw a number of transformative regulations come into force, including both PSD2 and 

GDPR in Europe. While Europe has been a leader in driving open banking, other countries are moving down similar paths - including Australia, which is commencing 

implementation of their open banking regime in mid 2019.

These changes to the financial services landscape are expected to drive additional fintech investment. Open banking in particular is expected to spawn a wide range 

of activity — both from traditional institutions looking to partner with FinTechs able to process and leverage their data and from FinTechs able to use open banking to 

extend their value propositions. Over time, we may also see increasing participation from non-financial services companies, such as communications companies, 

energy providers and retailers interested in leveraging open banking as a means to extend their reach into financial services.
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Since the 2008 financial crisis, financial institutions have faced an ever-increasing amount of regulations and compliance obligations. The rise in compliance costs

has led many traditional banks to investigate and invest in regtech options with the hopes of being able to rein in costs and more efficiently manage regulatory

reporting requirements, such as the recently enacted IFRS9. The need to better manage compliance is even more of an imperative for banks conducting business

globally that need to comply with requirements in other jurisdictions, including PSD2 and GDPR in Europe.

While still a very young field, the regtech sector has evolved rapidly over the past 12 to 18 months - and is expected to continue to evolve quickly for the foreseeable

future.

Traditional banks invest in digital banking offerings . During the first half of 2018, a number of traditional US banks pressed down on the accelerator with respect to

their digital baking initiatives. For example, JP Morgan Chase announced the success of a digital bank pilot project and its intent to roll out the digital bank option at a

national level.

Citibank also announced a digital-only bank, while Goldman Sachs announced the expansion of its Marcus initiative to the UK.

Interest in cryptocurrency trading rises as investors look at ways to manage volatility. US investors continued to show interest in cryptocurrencies, although there is

still some consternation with respect to enabling trading given the high volatility. New business models are starting to emerge aimed at reducing volatility, such as by

pegging the trading against a real currency, like the US dollar, to control variability. The implementation of new business models related to the exchange of

cryptocurrencies could have a positive impact on future uptake should results be positive.
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The Financial Services industry is transforming with the emergence of innovative new products, channels and

business models.

This wave of change is primarily driven by evolving customer expectations, digitalization, as well as continued

regulatory and cost pressures.

MCV´s focus is a long term added value and growth potential to ensure a substantial growth of customer and

investor values.


