MONEY
OF THE
FUTURE
Results of 2015 / Trends for 2016

Annual ﬁntech
research by
Life.SREDA VC

Table of Contents
15 Major FinTech Trends in 2015

3
8

FinTech 2015 in numbers

13
19

mPOS-acquiring as an ecosystem for SME-clients

21
37

Tablet-based cash registers, POS-management systems, pre-orders
Stripe and competitors in online-acquiring

52

Neo- and challenger banks are coming

59

E-Wallets: game of giants

75

P2P-lending

83

Online-lending

88

Online-loans for students

93

P2B- & SME-online-loans and factoring

99
112

Stepping stone to Financial inclusion

138
142

Crowdfunding: inventors and charity

149

Crowdinvesting as alternative for SME- and p2b- lending

157

Online-remittances

164

WhatsWeFaceTelKaLiVibeSnap Pay: comparison of messengers’ payment functions

173

Fintech for millennials

185
194

Fintech for SMEs: payroll, accounting, etc.

203

4 best cases of the O2O-economy in action

212

Online-trading and wealth management

222

Bitcoin, rip. Blockchain is sexy

230
243

Insurtech

251
256

8 Reasons To Buy a FinTech Startup

261
265

Bank-as-service: common play of banks and Fintech

276

Keeping the FinTech castle safe

279
281
285

2

Singapore — the FinTech gateway to Asia

295

150 Fintech writers you should follow

299

Money of the Future 2015 | Life.SREDA VC | lifesreda.com

15

Major

FinTech Trends
in 2015

Vladislav Solodkiy, Managing Partner
of a Singapore-based Life.SREDA VC,
was featured in TOP35 most influential
fintech-persons in the world in
December 2015.

2016 will, without a doubt, be remembered as a watershed year
for fintech! However, now that the dust from 2015 has settled,
it's a good time to take a look at what the last year thought us.
From Apple and Samsung getting into the act to Square's IPO
and the rise of Asia, there has never been a better time to get
into the world of financial technology.
Overall, these are the 15 main takeaways I had from 2015 that I
believe will still be relevant and important in 2016.

1. Believe the
fintech hype!
Fintech’s main achievement over the
past year has been that the industry has
transformed from a hypothetical hotspot
to an actual one.
It is not a stretch to say that Fintech’s
obituary was written many times. In 2012
the sector was simply called “financial
innovation” or “financial online services”
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and only in 2013 was the word “fintech”
used for the first time along with the
hope that the sector could be a hotbed
for Unicorns.
As of the end of 2015 there are 46
companies in the «billion-dollar club»
[1] (with a total capitalization of US $98.1
billion) and 36 more unicorns “coming
soon” (although I’m sure that the number
will at least double over the next year).
While the number of fintech-conferences
and hackathons have become incredibly
commonplace.
I am actually skeptical about the problem of “unicorn bubble” as a whole or
“overvalued fintech startups” in particular.
Startups have fundamentally changed
the way we use technology and will continue to do so for years to come so in my
opinion, the more startups the merrier,
the market and the users will cull the herd
and the best will remain.

2. M&A rather
than IPO
is the main
“exit” strategy
Statistical analysis makes it clear that
if all the unicorns enter the stock market the funds that are invested in shares
of new companies over a year won’t be
sufficient (in addition not only unicorns
enter the stock market!).
Some companies, such as Uber,
do not seek to go public and want to
remain private, citing the example of
IKEA. Giants should acquire most of the
“new stars”. Especially when you consider that giants like Apple, Google and
Facebook have accumulated a large
amount of cash and the expansion of
product lines and customer retention
are always on the agenda.
The fintech sector has followed this
trend and the majority of deals actually
account for mergers\acquisitions (PayPal - Xoow, Alibaba - Paytm, Optimal
payments - Skrill, BBVA - Simple, Samsung - LoopPay, Northwestern Mutual
- LearnVest, BlackRock – FutureAdvisor,
etc.), rather than IPOs (LendingClub,
OnDeck, Yodlee, PayPal, Square, WorldPay, etc.).
Venture funds are starting to grow
fintech companies at the early stages,
while banks, telecoms and Internet

dustry consolidation. Whereas in most
countries and fintech spheres there are
successful projects, they are too small
to be interesting for strategists, and
their organic growth will take time. This
is where smart investors will come in.
These investors can use their networks
and experience to show companies
complimentary paths creating a more

uting to a massive fintech boom across
the continent.

homogenous market place which will
in turn make it easy for the tech giants
to figure out who to invest in.

targeting needs beyond basic billing
and banking services. I also see legacy
banks getting in on the fintech game
and investing heavily into new technologies and new initiatives.

3. Asia is sexy
The Fintech wave may have started
in the US and further refined in Europe
but it is in Asia that the true potential of
the sector is becoming evident.
The large populations, sub-par
banking infrastructure and proliferation
of cheap smart devices has given coun-

Leading the way in Asia is the
remittance business with India, China
and the Philippines all transacting
billions of dollars a year in remittances alone. Over 2015 and into 2016, I
foresee more nuanced fintech services

4. mPOSacquiring
Despite the number of issues concerning Square’s monetization of the
customer base and inflated capitalization, in the end its IPO proved successful.
All shareholders earned a decent
profit, and after a technical drawdown
the stocks went up comparing to the
initial offering price so that the skeptics
were confounded. At the same time,
Square opened doors to its followers in
the segment - those getting ready for
their IPO, and those negotiating with
potential acquirers, that are trying to
bring down the price.

giants are actively investing in/acquiring
fintech startups at growth stages for
a variety of reasons [2] and the profit
from them is far from being in the first
place.
Another aspect, which has become
particularly topical in the past year, is in-

4

tries like China, India and Indonesia and
prominence on the Fintech scene that
is hard to deny. Add to this the pro-entrepreneur stances of government in
financial hubs like Singapore, Hong
Kong and Seoul and you get a perfect
storm of circumstance that is contrib-
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Speaking about mPOS-acquiring
in general, it is turning into a customer
attraction channel, while the integrated
POS management and customer relations systems are becoming the core
business.
In Asia, there two main drivers of
mPOS development: rising number

Now, all of a sudden, people are
able to bring their ideas to the public en
masse instead of relying on the good
graces of a few investors.

of bank cards (coming along with the
growth of the middle class and its
purchasing power) and the boom of
e-Commerce (the giants are trying to
replace the prevailing cash-on-delivery
pattern by card-on-delivery).

5. Onlineacquiring
John and (especially) Patrick Collision, Stripe founders, became pop
stars last year. They are featured in the
list of the youngest billionaires and on
the covers of magazines, they have
managed to achieve a huge growth in
company market capitalization in spite
of a very small staff, they also look good
and participate in talk shows.

Platforms like KickStarter and
Indiegogo are just the beginning. The
beauty of the crowdfunding model is
just how simple and adaptable it is. You
ask for an investment, offer an incentive
and let supply and demand do the rest,
it’s gloriously capitalistic.
Digging deeper still, once crowdfunding by everyday people into startups becomes more commonplace, the
effect it will have on the established VC
model will be truly profound.
As a fintech VC, I guess it is a bit
melancholic but we too are slaves to
market forces.

7. Blockchain
Blockchain is dead…long live blockchain.
So, the Bitcoin party seems to be
over with analysts and industry insiders
circling its carcass like buzzards in the
hot desert sun to see if it comes back
to life.
My money is on the buzzards.

Speaking seriously, unlike mPOS-acquiring online-acquiring is simply
following the growth of e-Commerce
as it’s not the product, which creates
the demand. It is, in particular, growing
rapidly in Asia, where e-Commerce
is booming, especially among small
merchants.

However, while Bitcoin itself may
have crashed and burned, the underlying blockchain technology powering it
has huge amounts of potential [3].

6. Crowdinvesting
and
Crowdfunding
We have only hit the tip of the iceberg with crowdfunding.
As a passionate fintech evangelist,
I believe crowdfunding is one of the
great things the fintech revolution has
created.

5
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Recently, the US Securities and
Exchange Commission has approved a
plan to issue company stock via blockchain [4]. This opens it up to whole
new world of possibilities including
disrupting the way stocks are issued
and traded.
While we cannot assume to know
the end goal for block chain tech,
some immediate applications I see lies
in tasks like: remittances and currency
conversion, cloud bank processing and
ABS, solutions for art-banking (provenance and value of paintings, joint
ownership, rental, etc.), insurance.
What Blockchain needs is a Netflix or
an AWS (Amazon Web Services) type of
company. It needs to be able to disrupt
traditional financial services in a big way
and bring more democratized services
to a larger audience.

8. Online
lending
The first successful fintech IPOs
we have witnessed in this sector still
amaze me with their growth. The prime
movers for this success has been new
funding platforms that have turned into
marketplaces for attracting external
capital.
For users of such platforms, many
of them part of the developing world’s
‘unbanked’ population, online lending in conjunction with online credit
scoring is a valuable avenue to access
the funds they need to build better
businesses, take care of their families
and provide for their communities. For

the platforms themselves, the loan
amounts are often small and generally
prove to be low-risk investments making this a win-win in my opinion.

9. Big data and
online scoring
In the past, the hype and excitement about “big data” was left to
mathematicians and their models and
actual monetization could be seen
only in the distant future.
But in the past year we have witnessed a huge number of new players
in this sector, and all of a sudden
practical applications for big data
technology started popping up everywhere. The growth of online lending
services, a lower barrier to entry and

Quite simply, the revolution didn’t
happen and former leaders (such as
TransferWise, Azimo, CurrencyCloud,
Remitly, Dwolla, etc.) continued to
expand into new countries and currencies, as new players didn’t surprise us
[5].
There was one exception to the rule
however, Chinese messaging service
WeChat. The Tencent owned service
is the Swiss army knife of messaging
platforms integrating things like an
e-commerce platform, micro-payment
ability and a full suite of finance services
all within the app itself.
Time will tell if companies like Facebook owned Messenger and WhatsApp
or smaller apps like Naver owned LINE
will begin wide-spread implementation
of financial services.

collaborating with existing players in
fintech.
I must admit though, that I am quite
skeptical about a separate fintech for
insurance companies, just like there is
no special fintech for mobile operators.
There will be a lot of products in the
online insurance; PFM-services have
been actively cooperating with insurers
even before; blockchain will be useful
(safekeeping of insurance history, the
issue of policies and their “journey” between those who issue them, buy them
and request them) – but nothing more.
It’s just a new class of market players
interested in fintech. They now have to
understand how to integrate current
services in their core business, and thus
enter the allied industries instead of
inventing fintech for their own.
The abovementioned mobile operators are active around the world. In
the past year all major players launched
internal competence centers, responsible for analysis and cooperation with
fintech startups. The most striking of
the cases, in my subjective opinion, is
the example of the Philippine operator
SMART\PLDT.

12. Fintech for
SMEs
the proliferation of cheap data created
a demand for online scoring, which
takes into account not only traditional
data (a passport and banking history),
but also data from social networks,
smartphone manufacturers and
mobile operators to allow lenders to
more peace of mind when giving out
online-loans.

10. Payments
and remittances
A lot of talk over the past year was
how social networks and messaging would begin to integrate fintech
solutions into their platforms allowing
for a more seamless implementation of
finance services into technologies that
people are familiar with.
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I have a hunch though, that the
journey to a full-fledged global fintech-powered messaging service is till
many, many years away.

11. FinTech
for insurance
companies
At first, fintech startups used to be
about disrupting traditional banking
services. Now though, such technology
is a welcome additional to any financial
institution’s arsenal. In fact, we are seeing other large legacy verticals adopting
fintech. One example is in insurance
where companies, witnessing the
changes fintech has brought to banking
have begun, in earnest, researching and

Money of the Future 2015 | Life.SREDA VC | lifesreda.com

Small and medium businesses have
traditionally, always been neglected by
traditional banks (compared to corporate business and retail customers).
Now though, everyone has turned its
attention to SMEs and banks have realized that they can make the same mar-

gin as on retail customers, while while
at the same time, enduring smaller risks.
Fintech startups have jumped on the
bandwagon and are now actively integrating technologies and products for
merchants, such as alternative capital

sources (crowdinvesting, p2b-lending),
mobile banking tech, tablet-based cash
registers, POS management systems,
cloud accounting and payroll services.
As SME’s continue to expand into
non-traditional verticals, we will see an
even greater proliferation of fintech services to cater to this ever-burgeoning
market.

13. Bank-asservice
In some countries, fintech development is hampered by the lack of
companies such as the US Bancorp,
providing middleware-platform (licenses, processing, integration) for a fast
and cheap launch of startups.
In some places it’s practically impossible to obtain banking licenses for new

14. О2О
(offline-toonline) and IoT
(Internet-ofthings)
One of the most interesting trends of
the past year, for me, is at the intersection of e-Commerce and fintech
- about how to combine the experience
(not only) of offline purchases (and
brand promotion, consumer education,
consultation) with online technologies
(interaction of devices and applications,
contactless recognition of clients, their
preferences and payment).
So far, companies like Tesla, Burberry, Line [6] showed the most interesting
cases, but giants such as Alibaba and
others, have already announced they

clients from the banking, insurance and
telecommunications industries, bringing the knowledge and techniques of
the fintech world to legacy companies
The motivation is clear - the industry
is changing and fintech startups do not
use the services of traditional consulting companies, and if the current
customer business will start to stagnate,
it could be disastrous.
Their response was very smart and
believe it or not, beneficial to all parties!
Consultants offered fintech startups
(often in exchange for a small proportion of their shares) to introduce them
to banks in different countries (required
for the hosting and distribution of services). Consulting companies are also
discovering new monetization models
(consulting-for-equity), their customers are getting access to innovation
through a familiar channel, and fintech
startups are getting easier access to
bank managements and negotiations
with them..

Notes
1.

2.
market players; some places it takes too
much time and money. Banks believe
that innovators threaten their own business and don’t want to open access to
their backend for security reasons, they
also don’t invest in the development of
open API’s, and are not that interested in cooperating with licensing and
distribution.
In addition, it’s not enough to
provide only integration with a banking
platform. For the emerging markets
due to the large number of unbanked
customers; it is also important for banking platforms to integrate with retail,
pawnshops, microfinance institutions,
mobile operators etc.
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will actively develop this trend. It has
a truly enormous potential to improve
the quality of customer service in sectors like retails, F&B and even sales.

15. The role
of consulting
companies in
fintech

3.

4.

5.

In many ways, consulting companies
“introduced” insurance companies to
fintech.
6.
These giants, one after another started conducting internal fintech research
and training conferences for their
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“Uber moment”

Serguei Netessine is Timken Chaired
Professor of Global Technology and
Innovation at INSEAD (Singapore
campus), and Research Director
of INSEAD-Wharton Alliance. He
is angel investor, startup advisor,
industry consultant and speaker on
entrepreneurship and innovation. His
recent book “The Risk-Driven Business
Model: Four Questions that will Define
your Company” was published by
Harvard Business Press in 2014.

for financial
industry

Too many are built to exit, rather than
to compete.The magical combination
of geeks in T-shirts and venture capital
that has disrupted other industries has
put financial services in its sights [5].
From payments to wealth management, from peer-to-peer lending to
crowdfunding, a new generation of
startups is taking aim at the heart of
the industry—and a pot of revenues
that Goldman Sachs estimates is worth
$4.7 trillion. Like other disrupters from
Silicon Valley, “fintech” firms are growing fast by questioning status quo of
the very traditional and highly regulated industry.

The fintech firms are not about to
kill off traditional banks. Nonetheless,
the fintech revolution will reshape
finance—and improve it—in three
fundamental ways. First, the fintech
disrupters will cut costs and improve
the quality of financial services. Second,
the insurgents have clever new ways of
assessing and innovating around risks.
Third, the fintech newcomers will create a more diverse, and hence stable,
credit landscape.
If fintech platforms were ever to
become the main sources of capital for
households and firms, the established
industry would be transformed into
something akin to “narrow banking”.
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Business models of traditional financial companies are increasingly
comping under pressure. There are more than 5000 fintech startups in
the world now [1]. Fintech, the home of the fabled unicorn, is hot. Already
in May 2015 were [2] 36 fintech-unicorns (plus 25 in comparison with
2014 year) and 34 more closing in. There are now about 50 fintech-unicorns in the wild. Along with many established players becoming larger,
new startups are launched monthly, if not weekly [3]. While some have
expanded quickly, others have taken longer to evolve—much to the
disappointment of their backers and potential partners. This staggering
growth is a reflection of the hype around fintech, where a plethora of
startups are using technology to compete against or collaborate with
established financial players. The result is a dramatic increase in company
valuations as investors look to get in on the ground floor of the next big
thing. However, there is an enormous difference between being valued at
$1 billion-plus and realising that exit [4]. Vast potential seems to be sacrificed too early. Young unicorns are culled. Why is that? The fintech scene
isn’t set to create a wave of financial technology giants hell bent on world
domination. Too many are built to exit, rather than to compete.

Traditional banks would take deposits
and hold only safe, liquid assets, while
fintech platforms would match borrowers and savers. Economies would
operate with much less leverage than
today. But long before then, upstarts
will force banks to accept lower
margins. Conventional lenders will
charge more for the services that the
newcomers cannot easily replicate,
including the payments infrastructure
and the provision of an insured current
account. The bigger effect from the
fintech revolution will be to force
flabby incumbents to cut costs and
improve the quality of their service.
That will change finance as profoundly
as any regulator has.
The banks are doing what the old
adage tells them: keeping friends close
but enemies closer [6]. BBVA, Santander, HSBC and Citi are among those that
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have set up fully fledged venture-capital-like arms to deploy hundreds of
millions on such enterprises. Others ,
including DBS in Singapore, run their
own startup-mentoring programmes,
exchanging cash and staff time for a
small stake in a budding enterprise.
Most fintechers do not feel half as
warmly towards their incumbent rivals.
One dismisses them as “the Kodaks of
the 21st century”, another as “financial
vacuum-tube makers in the age of the
transistor”. They see banks as tomorrow’s telephone copper wires, vestiges
of an earlier age, and believe that in
essence banks cannot adapt. “How
often have you seen an incumbent
really reinvent themselves?” a startup
founder asks. The best thing anyone
can say about banks is that they will always be around. “People like to whine
about them but they will never leave,”

says Neil Rimer of Index Ventures, a
fintech investor.
Bankers are well aware of this. They
are keeping a close eye on how their
products compare with those of the
newcomers, and many of them understand their limitations when it comes
to innovating. “If you want to come
up with a new product in a bank, any
one of 50 people internally can shoot
it down. If you’re a startup, you can go
visit 50 venture capitalists and you only
need one of them to give it a green
light,” says Tonny Thierry Andersen,
head of retail at Danske Bank.
Even so, the startup ethos is
changing the way bankers think about
their profession. One common refrain
among incumbents is that they need
to become less product-focused and
more customer-focused, which is true
but easier said than done. They also
note that customers value transparency. And all of this requires new business
models.
Fintech faces many challenges. A lot
of startups will fade away when venture
capital stops flowing quite so abundantly, as one day it undoubtedly will.
Even before that, they will have to prove
they can be sustainably profitable, even
when credit conditions are less benign.
Some services may falter, some may
continue to thrive, others will no doubt
evolve to work in different conditions.
Never mind if fintech fails to take
over the world, or even the current
account: its emergence is changing
the face of finance.
There’s perhaps no bank more
controversial than the investment firm
Goldman Sachs, for its role in the financial crisis of 2008 [7]. So there’s prob-
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ably some small irony in Goldman’s
latest area of focus: financial startups.
Over the past few years, Goldman has
invested hundreds of millions of dollars
in far-flung assortment of payments
and alternative finance companies. In a
March investment note, Goldman said
that old-guard financial firms, like itself,
are in danger of losing $4.7 trillion to
new financial technology startups, and
suggested partnerships and acquisitions
were an important way for such companies to gain a foothold. The same
ideas are advanced in the recent report
that I co-authored with 500 Startups:
“500# Corporations: How do the
World’s Biggest Companies deal with
the Startup Revolution”.
2016 will be a pivotal year for the
future of fintech. What happens in 2016
will determine longer-term valuations of

the new fintech business models. Over
the next 12 to 15 months, as recent and
upcoming exits play out, we’ll likely get
better insights into which new business models are overvalued, poised to
grow into their valuations over time or
prepped for mass-market disruption [8].
The new wave of fintech models is only
in the early stage, but it carries the potential to redefine the entire ecosystem
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of global financial services, creating new
technology solutions that might forever
change the financial services landscape.
2015 was still the best year for
venture investment in U.S. fintech since
2000, with $21.6 billion invested in the
subsector, according to VentureSource
[9]. About $4.9 billion of that came
in the fourth quarter. The number of
deals for the year, however, declined
for the first time since 2009. The initial
public offering market has also been
unwelcoming lately. Elevate Credit Inc.,
an online subprime consumer lender,
delayed an IPO scheduled for this week,
citing difficult market conditions. That
follows an indefinite postponement of
an IPO by online mortgage and consumer lender LoanDepot Inc. late last
year. Nevertheless, investors, analysts
and banks themselves still see a big

future for financial innovation.
Autonomous Research in a new report estimated that digital lenders would
collectively triple to roughly $100 billion
in loans globally by 2020, roughly 10%
of the total market for small business
and consumer loans. Banks “left the
door wide open” to upstarts by cutting
back on lending after the crisis. The
report also noted, however, that there
were more than 2,000 firms globally
now competing in digital lending, with
“low barriers” for even more new firms
to enter. “We expect some businesses will succeed, others will fail, and
some lenders will be acquired by more
traditional financial services firms,” they
wrote. Partnering with big banks is
increasingly seen as a good outcome for
many upstart firms.

A mass of FinTech enthusiasts managed to score significant funding in December 2015, while others were already
looking at 2016 opportunity, crossing
December from financial calendars. In
total, about 81 FinTech companies raised
close to $944.5 million in December
[10]. US, UK and Australian FinTech are
the most represented ones, while China`s FinTech outpaces Australia and UK
by the amount raised.
Almost 1000 distinct venture capital investors have participated in the
fintech feeding frenzy that has gripped
the financial services sector over the
past three years [11]. Fintech deals with
VC participation have seen a median

post-money valuation of more than $71
million, with much of the investment
ploughed into high-growth areas like
mobile payments, personal wealth
management, and marketplace lenders.
Whether the sector can continue
to thrive throughout 2016 is open to
debate. Speaking recently to Inc. magazine, fintech enthusiast Max Levchin
cast a cloud over funding prospects
heading in to the next year. “My general
view of the world is that raising money
for series B will be harder in 2016 than
it was in 2015 in fintech,” he told the
mag. “There’s a perception of oversaturation or at least significant overinvestment in too many small bets being
taken by venture capital.” “My guess
is that you will see a lot of M&A and
failure activity.”
Less than half (40%) of companies
that raised a Seed or Seed VC round in
2009-2010 raised a second round of
funding [12]. 225 (22%) of companies
that raised a Seed in 2009-2010 exited
through M&A or IPO within 6 rounds of
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funding (1 exited after the 6th round of
funding, for a total of 226 companies).
9 companies (0.9%) that raised a Seed
round in 2009-2010 reached a value of
$1B+ (either via exit or funding round).
77% of companies are either dead or
dormant. 56% of companies that raise
a follow-on round after their Seed are
then able to raise a second follow-on
round after that. In other words, it’s
easier to raise a second post-Seed
financing than the first post-Seed
financing (as noted, only 40% of companies are able to raise a post-Seed
round). In the later follow-on rounds,
the gap between the average amount
raised and median amount raised

becomes much higher, indicating the
presence of mega-rounds. Series B is
hard for a simple reason [13]: suspension of disbelief fades and is replaced
by an increasingly cold, hard look at
milestones and progress. Series B is
the round where the rubber meets the
road, where the promise has to be met
with numbers and projections. Series B
is the round where hard nosed investors drive ownership up before your
company really starts to scale. Series B
is the unloved valley of slow progress
that precedes scaling. It’s the no-man’s
land of the startup build phase. Series
B is raised on mostly one thing: your
ability to instill confidence. When you
to go raise your Series B, you’ve driven
burn up as you needed to fully staff
engineering (these damned “enterprise”
features…), start hiring a commercial
team that takes its time scaling, get a
few hires wrong usually to top it off and
have hired a full layer of VP’s to show
that you have the basis for scale. This
makes the company particularly fragile.
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Investment into VC-backed fin tech
companies has skyrocketed over the
past four quarters [14]. While North
America continues to account for the
bulk of the funding to VC-backed fin
tech companies, 2015 will be the first
year where three continents will see
$1B+ in total funding in the space.
Asia, Europe, and North America have
all surpassed 2014’s totals with over
a month left in 2015. Asia has seen
the largest explosion in funding with
nearly $3.5B in funding thus far this year
across 102 deals, the first time another
continent besides North America will
see 100+ deals in a single year. 2015
saw the rise of fintech, with investments
in Asia Pacific growing from $880 million in 2014 to nearly $3.5 billion in the
first nine months of 2015, according
to a recent Accenture report [15]. And
everyone wants a piece of that fintech
pie, from banks organizing hackathons
for fintech solutions in-company and
going fully-digital, to launches and expansions of fintech-centric incubators
and accelerators.
List of 2015 fintech unicorns and
semi-unicorns by sectors indicated
that 29% of them are from the Lending
sector and 27% are from Payments
[16]. The next biggest, interestingly, are
Real Estate with 8% and Other with 8%.
Insurance and Investing focused fintech
startups represent 6% of unicorns and
semi-unicorns each.
It is no secret, that innovation
momentum is not spread equally
around the world. There are certainly
well-known hubs where innovative
solutions are being born the most and
find their way up. Barriers to innovation
across the world are coming down.
Some of the reasons for that are related
to the nature of technological innovation itself, which is quickly adoptable.
APIs offered by fintechs can allow
businesses to jump to another level
of efficiency and experience relatively
easily. Moreover, since technological advancements allow companies
to operate globally even while being
physically located in one country, it
increases competition for local companies that did not achieve that stage of
technological improvement. However,
the concept is true for a startup that has
already reached a certain level and has

resources and network to go borderless. For those who seek to fly or fail
quickly, there are certain places in the
world that will foster the process.
It would be almost a crime not to
mention Asian region as emerging at
outstanding speed innovation hub.
China, India, Singapore and Hong Kong
are fueling Asian fintech and emerging a
significant competition globally. As one
more interesting trend. Fintech startups
also have attracted investment from
a variety of corporations globally [17].
Of the 72 corporate deals since 2012,
the US has accounted for just under half
with 35. Asian corporates were quite
active, with China and Japan ranking
second and third in deal terms. Besides
the usual US suspects like GV and American Express Ventures, Chinese internet
heavyweights such as Renren, Alibaba,
and Tencent also had a strong presence
in deals.
Many big banks, which are embracing tech to reduce costs and
attract new kinds of customers, look at
startups as future partners or acquisition targets, rather than as lucrative
investments. Barclays, Wells Fargo, and
Bank of America host or sponsor finance-tech accelerators, awarding cash
and guidance in exchange for a small
stake in the companies and an ongoing
relationship. Banks may be feeling a
newfound sense of urgency. According
to a September reportby McKinsey &
Co., tech companies could wipe out as
much as 60 percent of profits on some
of banks’ financial products. That would
come from a mix of decreasing margins
and increasing competition. Banks are
already seeing a drop in margins, the
report said. Truly, if traditional banks
don’t reinvent their own business
models then other players will do it for
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them, and it will not be pretty.
Fintech was one of the most promising industries of 2015 [18]. Long seen
as a highly technical, highly regulated
industry dominated by giant banks
that resist disruption - other than the
occasional global meltdown - finance
is now riding an entrepreneurial wave.
Demand for upstarts’ services is strong,
piqued by widespread frustration with
big banks; supply is growing, fueled
in part by financial types itching to do
something other than toil inside those
same megacorporations. And low
interest rates have made capital, the
raw material for many money-related
startups, cheap and plentiful. In some
respects fintech is being revolutionized by entrepreneurs for entrepreneurs. You may get your next business
loan from Lending Club, OnDeck, or
Kabbage, instead of a it-takes-forever
bank; rather than scrambling to interest
venture capital firms or other traditional investors, you can now look to
Kickstarter, Indie-gogo, or CircleUp.
Your company’s transactions could be
processed with fewer headaches by
Square, Stripe, or WePay. And you can
manage your money automatically at
Betterment or Wealthfront and not pay
for investment advice that may or may
not outperform the market. You can
even start replacing money itself using
Coinbase, Circle, and other digital-currency options. The future of financial
industry is here: are you ready?
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FinTech 2015
in numbers
The success of companies like Square, Stripe and Xoom coupled with
the unprecedented uptake in smart devices has created a scenario
where investors are tripping over themselves to invest in ﬁntech. From
large ﬁrms like Sequoia to more ﬁntech focused funds like Life.SREDA,
the sheer potential of a technology sector that in essence, has the ability
to control global commerce dwarfs that of any other. While we do
expect slowdowns in investment, especially in Asia due to a weakening
Chinese economy coupled with stronger US exchange rate, the ﬁntech
train will keep on chugging.

Annual global fintech financing,
$B
Globally, funding in ﬁntech companies in 2015
hit a record of $20.3B, up by 65%
versus 2014’stotal of $12.3B
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VC-backed investments grow by 135%
in 2014 and grew again by 113% in 2015

+113%

+135%
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55%
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71%

In 2014, VC-backed companies made 55%
of overall investment, in 2015, VC-backed
companies made up 71% of overall investment
dollars.
In 2015, corporate investors from ﬁnancial services,
IT and TMT were also active and participated
in one of every four ﬁntech deals.

Annual global fintech financing,
# of deals
VC–backed
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Global deal activity grew 24.5% in compared
to 2014, and by 153.5% compared to 2011
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VC Deal activity grew 14.5% compared
to 2014 and 128% compared to 2011

After strong financing rounds at $1B> during 2015,
funding cooled o in Q4’2015.
However, in Q4’15 there were series of strong M&A
activities, including an acquisition of Interactive
data Corporation by Intercontinental Exchange for
$5.2B and acquisiton of Veda by Equifax for $1.8B.
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Europe saw a funding
and deal rise in 2015
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to fintech companies, $B
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Funding in fintech companies
in Asia jumped significantly
in 2015.
+333%

Asian annual financing
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VC investments rose from $0.35Bn to $1.1B
in 2014 (+ 215% YoY) and quadripled in 2015
with$4.6Bn (+ 310% YoY)
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Funding into individual startups
has risen by leaps and bounds
"Show me the money" goes the classic line from Jerry Maguire. Well, if
you want to see just how highly regarded ﬁntech startups have become
in the eyes of investors, look no further than the massive spike in deals
made and amounts invested since 2010. From about 2000 deals in 2010
to an estimated 2000 plus deals in 2015, these deals represent the value
investors see in ﬁntech startups and is also a testament to the versatility
of startups in this space.
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Skyrocketing of fintech investments
was caused by many successful exits
through IPOs and M&A around the world
The lagrest fintech financing
Fintech is a unique vertical
in the world of technology.
Perhaps more than any sector, it's equal
parts technology and equal parts
business know-how. Sometimes one
company may have one and not the
other. This has led to a growing trend of
ﬁntech companies going through either
an IPO or an M&A.
This allows companies to consolidate
their resources and beneﬁt from the
technology, business acumen and
networks of the other.
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The fintech landscape
according to Mohit Mehrotra

Mohit Mehrotra,
Executive Director,
Consulting, Deloitte,
Southeast Asia

Mohit Mehrotra is Deloitte’s Executive Director for Consulting,
Consulting here in Southeast Asia. He is also Deloitte’s Global
leader of the Wealth Management Group, and leads their strategy
consulting practice in Southeast Asia.
He has been working with Deloitte Consulting for over 10 years.
He has worked & lived in North America, Europe and various parts
of APAC. His wide ranging experience includes development of
Corporate, Business unit, Customer & Markets strategy.

Mohit brings to the table a decade of experience working
with the companies that most use fintech and his knowledge
in the space has become invaluable to the adoption of such
technology amongst Deloitte’s clients.
Here is what he feels are general ways in which the market
is moving.

1) Why has fintech only
now become so popular with
financial institutions,
investors etc.?
• The concept of Financial Technologies has been
there for many years just not often spoken widely in
the investor community until the recent times due
to a lack of information about such technology as
well as the lack of traction.
• The rise of digital economy is driving the fourth
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industrial revolution which is blurring the lines
between physical, digital and biological spheres and
allowing for the rise of completely new takes on
traditional ideas of commerce.
• The regulatory pressures coupled with changing
client needs in digital economy where boundaries
between industries is increasingly getting blurred,
has forced financial institutions to rethink what they
offer, how they offer and to enhance the broader
efficiency equation. They understand that fintech
has the capability to not only diversify their services
but also to allow them to offer completely new
services that takes advantage of modern internet
technologies.
• All of this coupled with greater interest from governments to ensure they emerge as winners in the
fourth industrial revolution is paving way towards
greater excitement/adoption of FinTech by financial
institutions.

2) How can banks, in
particular, leverage fintech
solutions and fintech vc’s
to provide banking services
to the world’s unbanked?
• Engagement economics and insights to manage
risks efficiently are some of the key inhibitors in
banking the unbanked. The increased proliferation
of cheap smart devices as well as the increasing
ubiquity of 3G data has also really helped break the
barriers that a lot of the developing world has faced
in enjoying banking services.
• FinTech solutions that lower the economics around
client engagement and deliver insights from the
broader ecosystem to manage risks are increasingly
looked upon by VCs in many markets. As VC’s continue to play a bigger part in nurturing the fintech
landscape, these lower barriers to entry will make it
easier to invest.
• However, these FinTech companies many a times
find it challenging to grow at scale given their distribution capabilities and an established brand name.
Often, especially for Asian fintech startups dealing
with the unbanked, it might be hard to get the attention one needs due to a lack of media coverage and
the relative lack of vision that most VC’s have for the
developed world. Also, with the developing world
being such a fractured landscape, fundamental issues such as cultural sensitivity and language issues
become a real hindrance to growth.
• It’s here that Banks in potential tie-ups with VCs have
the opportunity to partner with FinTechs and build
a win-win situation for all parties by combining the
agility and know-how of VC’s with the large resources available to banks.
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3) What are the general
trends (asian and global),
that you see in fintech over
the coming year?
• FinTech we believe will play more of an enabler role
to incumbents, allowing them to reap large economies of scale with very little relative investment.
• There is a significant game changing play Tech
conglomerates can roll out in this space as we have
seen in China where companies like Tencent have
used their WeChat messaging platform to build
brand new financial ecosystems.
• Key issues for Fintech will be around their ability to
sustain valuations and ability of regulators/govt. to
develop a balancing act. After all, in most cases, the
tech moves faster than regulators.
• We expect FinTech will play a significant role towards
the future of jobs in financial services industry. As
fintech becomes more and more ubiquitous and as
more and more people engage with fitnech services
in their daily lives, more people will be needed to
take care of these systems leading to a marked
increase in jobs in the financial services dealing with
fintech.
• Over medium term in certain markets (smart cities)
FinTech will morph into a broader technology play
enabled through Internet of Things, allowing for the
cities of tomorrow to perform more efficiently and
for people to make better use of their civil services.

mPOS-acquiring
as an ecosystem for
SME-clients
Despite the number of issues concerning Square’s monetization of the customer base
and inflated capitalization, in the end its IPO proved successful. All shareholders earned
a decent profit, and after a technical drawdown the stocks went up comparing to the
initial offering price so that the skeptics were confounded. One more conclusion after
2015: mPOS is not about “cash cows”, but it is very cheap customer acquisition channel
and effective platform for cross-selling of SME-loans. mPOS-acquiring is turning into
customer attraction channel, while the integrated POS management and customer
relations systems are becoming the core business.

In 2015 Square opened doors to
its followers in the segment — and in
2016 those getting ready for their IPO,
and those negotiating with potential
acquirers, that are trying to bring down
the price. In Asia, there two main drivers
of mPOS development: rising number of bank cards (coming along with
the growth of the middle class and its
purchasing power) and the boom of
e-Commerce (the giants are trying to
replace the prevailing cash-on-delivery
pattern by card-on-delivery).

2014 and $104 million the year prior. It
has built out a growing payments processing business but has made product
stumbles along the way in trying to
expand its portfolio of services and
boost margins. Its high-profile deal with
Starbucks proved to be expensive, but
was it seriously costly?

mPOS’s story has always been a
nuanced one that defied simplistic narratives, and its business can be looked
at from a number of perspectives [1]. For
example, Square reported revenue of
$560 million for the first half of 2015, up
50% during the same period last year,
but it also recorded a $78 million net
loss, following losses of $154 million in

Dorsey, the company’s cofounder and
CEO, has said countless times that he
doesn’t consider Square a payments
company—that he and his team “always
knew [payments were] not our core
business . . . We knew the real business
was around the data.” Board member
Vinod Khosla told: “We’ve always looked
at the company as this larger thing, and
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For much of mPOS’s history, industry’s participants have been trying
to distance itself from being labeled a
payments-processing companies. Jack
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if other people think we’re doing payments, great, that’s a red herring”.
The problem is, at present, business
of Square-like startups is almost entirely
dependent on payments revenue.
According to its S-1, Square generates
around 95% of its revenue from payments and point-of-sale services. There
are cogent reasons why Dorsey didn’t
want Square branded a mere payments
processor. Many industry experts argue
that payments are a “commodity
game,” as Intuit CEO Brad Smith has
said. Though Square collects fees for
every transaction it facilitates, that business is subject to fluctuating margins,
government regulation, negotiations
with larger-scale merchants (like Starbucks), and Square’s evolving relationships with financial intermediaries.
Square has a ton of untapped potential
going forward, or the pessimistic view is
that it’s been incapable of tapping into
this potential to any substantial degree
over the past six years.
Square managed to build a sleek,
beloved brand despite the fact that
the company mainly handles payment
processing. It speaks to Dorsey’s gifts
that he was able to gin up a strong,
consumer-facing reputation for Square
even though the company would make
money from a more enterprise-centric business model. To him, Square
isn’t about financial intermediaries

and EMV-compliant hardware; it was
about reinventing commerce and
empowering small businesses. “Proud
of what Square stands for: inclusion
and empowerment,” Dorsey tweeted.
This message, along with the company’s glossy design, has given Square a
brand that customers love, something
traditional payment solutions companies such as NCR and Verifone could
never attain.
According to Square’s S-1, more than
2 million sellers account for 97% of its
gross payment volume; if Square
could upsell these merchants on
higher-margin services, such as software to handle analytics or invoices,
it could establish a far more lucrative
and sustainable business compared
to its payments processing. Many of
these new products fall under Square’s
“software and data” division. This unit
is crucial to Square’s future. Frankly, it’s
all Square has been talking about since
2014, if not earlier. The company spent
the majority of its time pitching on
the idea that Square wants to be “the
central operating system of your business,” as engineering head Gokul Rajaram phrased it. Square hardware lead
Jesse Dorogusker told the company
believes its sellers need assistance with
everything from “delivering arugula to
keeping the lights on to upgrading their
Comcast Internet.”

as the company can afford to do so. No
need to pretend otherwise.
In July 2015, Square communications head Aaron Zamost wrote a widely shared blog post on Medium about
how the narratives swirling around
Silicon Valley startups follow a distinct
and predictable pattern. Zamost essentially posits that no matter the reality of
a company’s business or performance,
the ups and downs of its perception in
the press, often referred to as the hype
cycle, are out of that company’s hands,
and rather track along a predetermined
arc, forced on by the tech media “like
clockwork.” Zamost concludes by
offering some helpful advice. He recommends that a company dealing with
narrative woes is better off focusing on
its customers, remaining humble and
not forcing an alternative story arc, and
refraining from getting angry or looking
defensive. While Zamost warns that “a
negative story has nothing to do with
you,” he also acknowledges, backwardly, a few paragraphs later that “your
company isn’t perfect. You’ve made
mistakes. It’s OK to own up to them...
if your business is a good one and you
know how to manage the clock, your
story will take care of itself.”

Square Wallet, a digital wallet Dorsey
pitched for years, Square Order, which
allowed consumers to order ahead at
local restaurants via an app, cash-advance program Square Capital and
peer-to-peer network Square Cash,
there are a slew of other services—Invoices, Open Tickets, Dashboard,
Appointments, the list goes on—that
are equally as promising, and they will
become huge revenue generators.
Khosla told in 2014 that the company
wouldn’t do payroll—ZenPayroll already
does that beautifully, he said, and
Square would partner with them—but
by June of 2015 year, the company
added a payroll product to its “ever-expanding offerings”. Square makes a lot
of beautiful and well-crafted products
and it’s still figuring out the right mix of
which ones its customers want and that
will make the company a lot of money.
There’s no sin in that approach so long
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Chip&Pin came
to the US
(at least!)
Used in Europe since the 1990s,
credit and debit cards with embedded
chips are finally available in the U.S.
after years of delays, and retailers are
spending about $30 billion to install the
compatible equipment, according to
the National Retail Federation [2]. The
technology makes it more difficult for
criminals to clone stolen cards compared with those with only magnetic
stripes. That could help limit the fallout
from retail hacks.
The holiday shopping season on
November 2015 is shifting into top gear
at a moment when the U.S. payments
industry is in an unprecedented state
of flux because of new technology [3].
The new cards contain a computer
chip instead of relying on the traditional magnetic strip on the back of
the plastic. The chip cards, which are
widely already used around the world,
make it more difficult for crooks to
create counterfeit cards if they hack
into a merchant’s payment system. For
consumers, it can all be pretty confus-

ing. Millions of shoppers just getting
accustomed to the new generation of
chip-enabled cards that issuers began
sending out earlier in 2015. But not all
merchants have upgraded their terminals to accept the new technology,

which requires consumers to dip their
cards into a slot at the bottom of the
terminal. Target customers who use the
new cards incorrectly are reprimanded
with a buzzing noise.
The new cards are also creating minor delays at checkouts, potentially eating into the profits of merchants who
need to get customers through the line
as efficiently as possible. “We knew it
was going to take a couple seconds
more at checkout and we’re seeing
that,” Target chief financial officer Cathy
Smith said last week. Merchants who
don’t make the transition to chip cards
can also find themselves on the hook
for certain fraudulent transactions that
used to be absorbed by the banks.
There hasn’t been this much upheaval in the checkout line since manual
credit-card authorizations were phased
out and replaced by computers in
the 1980s. Magnifying the current
confusion is that while the industry
transitions to chip cards, merchants are
also introducing a whole range of new
technologies allowing consumers to
pay using digital wallets, smartphones
and other devices. Some, such as Urban
Outfitters Inc. and Whole Foods Market
Inc. let consumers pay by tapping their
Apple phones to the payment terminal.
But don’t try to use Apple Pay at WalMart Stores Inc., which isn’t equipped
to handle the technology. If you have
a Samsung phone, however, you can
use the device at nearly any payment
terminal.
Although banks have issued hundreds of millions of chip cards so far,
the cards represented just 30% of the
plastic in circulation from the eight
largest financial institutions. 36% didn’t

even know if they had a chip card.
Nearly half of chip-card users were
confused the first time they used it, and
more than 60% thought the cashier
didn’t know much about the process.
And while some large merchants, such
as Target and Wal-Mart, are processing chip transactions, many other
merchants—from Bed Bath & Beyond
Inc. to large regional grocery stores—
don’t yet have the new technology. A
representative for Bed Bath & Beyond
said the retailer will start processing
chip-card transactions during the first
half of 2016.
Manning Field ran into a stumped
cashier the first time he tried to pay
for lunch with his Apple Watch in the
corporate cafeteria of J.P. Morgan
Chase & Co.’s credit-card headquarters
in Wilmington, Del. “She said, ‘Hey, I
don’t know how to do that. Can you
just use your card?’ ” recalled Mr. Field,
who is an executive director in marketing in the bank’s credit-card division. He
now pays with the watch frequently in
the cafeteria, although “every now and
then, you go up there and get a bagel
in the morning and you get the eye roll
that’s like ‘Why can’t you just pay like
everybody else?’ ”
Cinnabon plans to install terminals
capable of reading chips in more than
80 of its 250 mall-based bakeries by
early of 2016, according to President
Joe Guith. The main goal is to upgrade
old point-of-sale equipment to new
Revel gear and add new features, he
said. Risks of fraud at the chain, whose
average check is $6, is minimal, so
Cinnabon has been in no rush to implement the new technology during the
holidays of 2015, he said.
To speed up checkout times, department-store chain Macy’s added
salespeople equipped with hand-held
devices to check out customers from
anywhere in the store, a strategy known
as line busting. But even with months
of preparation by merchants, checkout
time for people using chip cards could
be a third longer than for those swiping
the old magnetic stripe, said Richard
Crone, chief executive officer of Crone
Consulting LLC, whose associates
monitored lines around the country.
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Square (US):

FROM TRANSACTION TO
POS-MANAGEMENT SYSTEM
AND SME-LOANS.

Square’s IPO came in hot, bouncing
more than 40 percent in its first day of
trading. Priced conservatively, the offering did what all IPOs must do to set a
positive narrative: rise. In the ensuing
days of trading, Square has slipped. The
pattern: Price, pop, and then decline
is now a familiar dance. The company
does exist, however, inside of a cadre of
companies that have followed a similar
pattern.
The data speaks for itself. For example, Etsy, Box, GoPro, Castlight Health,
Alibaba, Apigee… It is reasonable to
argue, however, that the moderate
IPO pace we have seen in 2015 is not
entirely surprising given the performance of many offerings. Tie that into
the rising trend of kneecapped private
valuations and you almost have a trend.
It’s still early days for Square and it’s
tough to know what will happen with
the stock price or the company’s value.
Square probably low-balled the IPO
stock price to focus on a larger pop and
create positive investor sentiment.
What sort of omen is this for Silicon
Valley? Who knows, but as we see here,
a pop is not a lock.
By the way, since its bouncy debut,
Square’s stock has remained relatively
stable. This can be attributed to many
factors, but the underlying predictability
of its payments processing business is
a big pillar of that. Before Square was
public, it was unable (or unwilling) to
disclose the relatively smooth arcs that
transcribe its growth potential.

There is also the matter of localized
tools and individual needs. One of App
Marketplace integrations — a digital
restaurant kitchen display system called
Fresh KDS that allows a restaurant to
see orders in real-time. Sign up for $10
bucks, install it on a tablet and connect
it to your Square account and any order
made via register automatically shoot to
the kitchen.

That potential, of course, is still
potential — the company is not yet
profitable [4] — but it does allow
people to move on to other interesting
questions. One of those is how Square,
originally positioned as the champion
of the independent seller, will allow
its merchants to scale up in size and
complexity without having to move off
of Square and onto a traditional payments processor. This question, more
than most, is the existential dilemma
that Square will have to solve if it’s
going to scale along with its user base
while avoiding strategically-beneficial-but-ultimately-costly tie-ups like
its Starbucks deal.
One component of Square’s efforts
to do just that, to keep sellers in the fold
as they grow, is its App Marketplace.
Launched a year ago, it’s a catalog of
apps and solutions that integrate with
Square. Tasks like accounting, inventory, e-commerce and invoicing are
represented by companies like Bigcommerce, Shopventory, Weebly and Xero.
In December 2015 Square announced
that the App Marketplace has seen
100,000 sellers connected, a number
that has doubled since January 2014.
Square says that the average seller
connected to the App Marketplace
is 3x larger than the average Square
seller based on volume of transactions.
Whether that’s a chicken or an egg, it
speaks to the effect that Square wants
to have on its seller base. Simply put:
if a seller starts a business on Square,
there is no reason it should ever need
to switch off of Square.
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When you expand from one retail
location to 10 in five years, you need
much more nuanced inventory and
accounting systems. A simple Square
report isn’t going to be enough. By
closely vetting the apps and integrations that get put on the App Marketplace, Square is able to ensure that
the experiences are good and that the
needs of its sellers are being met. Person-to-person feedback and seller data
are used to determine the best integrations to pursue.

I in the US accounting is the biggest
category for growing businesses. Both
QuickBooks and Bigcommerce also recently shipped updates for their Square
integration — leading indicators that the
companies are finding it worthwhile to
support Square.
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Shortly after going public, Square
announced in November 2015 that its
new card reader is now available to
pre-order on its website for $49 [5].
The new reader will ship in early 2016.
Compared to the good old Square
reader that you put in your headphone
jack, this one packs a few new features.
First, it supports Apple Pay, and
potentially other contactless payment
systems. It has an NFC chip and a tokenization system for secure contactless
payments.
Second, the new bigger design
comes with a new slot for chip cards
in case you can’t pay with your phone.
Finally, it’s a wireless reader that connects to your phone or tablet using
Bluetooth. It has a small built-in battery
and you can recharge it with a standard
microUSB port.

As chip cards are the global standard when it comes to credit card
technology, Square could take advantage of this reader for international expansion. Square is available in the U.S.,
Canada and Japan right now. With this
new reader, it becomes much easier
to convince a British retailer to switch
to Square for example. There are

Order, which it discontinued as well just
10 months later.

already many European competitors,
such as iZettle, Payleven and SumUp.
Let’s hope that Square’s international
expansion window won’t close too
quickly.
Square disclosed that it will discontinue its payment processing
agreement with Starbucks [6]. The
partnership, which formed in 2012,
began to unravel last year when Starbucks stopped accepting payments
from mobile devices running Square
Order. But until August 2015, Square
continued to process all transactions
paid with credit and debit cards. As of
October 1, Square’s exclusivity provision with Starbucks was eliminated,
and Starbucks began to pursue another
payment processor. Square said it
expected Starbucks to eliminate their
partnership altogether before it sets to
expire next year, and Square says it will
not renew the partnership. The terms
were unprofitable for Square. Square
lost almost $15 million in the first six
months of 2015 from the Starbucks
deal. Excluding the first six months of
the three-year Starbucks partnership,
Square brought in about 19 percent
less than it spent processing payments
for Starbucks. In 2012 Square formed a
partnership with the coffee retailer and
began processing all payments across
their 7,000 locations in exchange for
Starbucks investing $25 million in their
Series D round. The deal was intended
to raise awareness of Square’s brand
recognition among Starbucks customers.
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In November 2015 Square CEO
Jack Dorsey hinted that Square may
reintroduce its Square Wallet product
[7], which the company pulled last year
after it failed to take off. Dorsey spoke
glowingly about the now-defunct
Square Wallet app that let people pay
for stuff in stores by saying their name
at the register. And he sounded like he
still wants the company to bring it back
from the dead in some form. “That’s

definitely an experience you’ll see in
the future,” he said [8]. “I still want [the
Square Wallet] experience, personally,”
he said. “I think Square Cash shows a
path.” “I believe that the Square Wallet
experience was the peak,” he added,
after first talking up new tap-and-pay
methods like Apple Pay.
Square Wallet was Dorsey’s dream to
transform the way shoppers paid for
stuff in stores, but it never took off
because it wasn’t accepted everywhere
and there wasn’t a good enough reason
to use it instead of more traditional
payment methods. The company spent
several years and heavy resources
trying to make it work, in large part
because it was Dorsey’s baby. Square
eventually killed it in 2014 and pivoted it
into an order-ahead app, called Square
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Dorsey said that an existing product, Square Cash, could be a path
toward a Square Wallet reincarnation
of sorts. The Cash app started out
by letting people transfer money to
friends, through a debit card hookup.
But Square also launched Square Cash
for Business in March 2015 that allows
business owners to accept debit card
payments. A new version of the app,
released earlier this month, makes it
possible for businesses to now accept
credit card payments through Square
Cash, too. The Square Cash payment
method for businesses seemed targeted toward business owners without
a physical location
— such as wedding
photographers or music
instructors — more than
retail shop owners. But
Dorsey’s comments today imply that the scope
of businesses targeted
by Square Cash could
change.
According to one source [9],
Square Capital is now one of the
payments company’s fastest growing
businesses, besides its core product
which allows anyone to accept credit
card payments through a reader that
attaches to a phone or tablet. Square is
now advancing $1 million per day to
businesses, and has disbursed a total of
$225 million in cash advances to more
than 20,000 small businesses since
the public launch of Square Capital in
May of 2014 (Square says it has done
more than 40,000 advances in total) —
till August 2015. That’s up from $100
million earlier this year. At the current
run rate, Square is on track to advance
at least $360 million in 2015 alone.
Square publicly launched the service
in 2014 to offer cash advances to businesses using its credit card payments
app who need cash fast, and may not
qualify for a loan from a bank. Square
Capital identifies and reaches out to
businesses it deems worthy (not the
other way around, as in the case of
bank loans), and uses its proprietary
algorithms to determine how much
to loan and what the fee structure

should look like, using data such as the
company’s sales and payments data,
new and old purchasers, daily number
of sales tickets, and cash flow, among
other information. Merchants receive
a lump-sum payment in exchange for
an agreed-upon percentage of future
sales, as well as a fee.
While cash advances can be a quick
way to get extra cash, this particular
financial product can also be expensive. Fees tend to be higher because
the lender, Square Capital in this case,
is taking on additional risk. Additionally, cash advances are not regulated
as heavily as traditional loans. Square
makes money by charging a fee on top
of the advance. After Square lends the
money, it recoups the money as part of
a merchant’s future sales using Square
point of sale app, Register. For example,
Square may offer a business a $10,000
advance plus another $1,000 in fees,
or 10% of the advance. The business
will then have to pay back $11,000
and this money will automatically (and
gradually) come out of future credit and
debit card daily sales using Square over
a fixed time, at a percentage of daily
or weekly sales. Square says it will take
more money out of a merchant’s sales
if business is doing well, and will take
less if business is suffering.

ments world, PayPal, also launched
a lending arm, and recently revealed
that it haslent $500 million to 40,000
businesses in the past year and a half.
Amazon also offers its merchants working capital advances. And of course, if
the business becomes large enough,
it could make sense for Square to
become a certified lender, more similar
to the models of On Deck or Lending
Club. For comparison, Lending Club
has now swelled to over $13 billion in
loans with operating revenue of $115.1
million last quarter.
“Square Capital demonstrates how
our services can rapidly reach significant scale through a combination
of strong demand and our direct,
ongoing interactions with our sellers,”
the company writes in its S1-A [10].
Capital doesn’t contribute a “significant
amount of revenue” to Square’s overall
business yet, but the company says
in the S1-A that it expects that it “will
contribute a larger portion of our total
revenue over time.”

Morgan Stanley, to lead financing and
Ted Kosev, previously at Amazon.com
Inc., to lead product management and
operations.
In April of 2015, Square launched
Square Marketing [12], a service that
lets businesses send digital offers such
as discounts to their customers. And
in August, it started to help businesses
schedule appointments. These new
services get plenty of attention when
they’re announced—and less so from
then on. That’s made it tough to tell
how much of an impact they’ve had
once they’re rolling. But the company
recently shared some data, aggregated
from all businesses that use Square
Marketing. It shows ways in which the
service—which has a basic free tier, but
costs $15 per month per 500 contacts
for full functionality—is paying back the
merchants that use it.

The company announced the hire
of Yahoo veteran Jackie Reses to lead
Square Capital. Her departure deals
a blow to the Web portal as it prepares to spin off its $27 billion stake in

“When we were looking back over
some of the activity since it launched,
we saw that in food-related categories, for every dollar that was spent on
a promotion, [merchants] got about
$20 back in terms of sales,” says Kevin
Burke, the former Visa CMO who heads
up marketing for Square. “That’s pretty
compelling to our sellers when they

Alibaba Group Holding Ltd. “Jackie’s
understanding of the financial-services
industry and her background in tech
and investing make her the perfect fit
to lead Square Capital,” Dorsey said
in a statement [11]. The unit recently
hired Henry Domenici, formerly of

see this easy-to-use tool driving such
tangible results.” “We also saw, just on
average, that for buyers who were redeeming an offer, they tended to spend
about 25% more on that transaction
than on an average transaction,” Burke
says. “Again, a really nice lift.” “What

Square is drawing the money to
loan from its balance sheet, as well as
from institutional investors, including
Chicago-based Victory Park Capital
and Colchis Capital, who have agreed
to issue money to Square Capital on
a monthly basis. Square declined to
release the financials on the margins
the company is making from these
loan. But a source familiar with the
matter says margins are higher than
expected, especially given that there
is little to no customer acquisition
cost since all loans are given to existing
customers.
Square Capital has been growing
fast, thanks in part to the fact that small
businesses have been underserved by
traditional banks, and more of these
businesses are turning to alternative
financial institutions to find capital. But
other technology companies are reaping the benefits of this trend as well.
One of Square’s rival in the pay-
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I’ve found when I talk to sellers is that
they may not be classically trained as
marketers, but they really understand
the importance of acquiring new customers, or getting existing customers to
come back for more. That’s very much
how this product hits the sweet spot for
them, in terms of helping them do that.”
Square Marketing auto-sorts a business’s customers into buckets including
regulars, casual, and lapsed. It says that
email recipients are almost twice as
likely to open email offers targeted this
way than ones which a business has
selected manually, and are more than
10 times more likely to redeem them.
Since Square introduced Square
Marketing in April, it’s beefed up the
features in some respects, most notably by adding Facebook integration.
Besides pushing offers out to existing
customers via email, a business can
publish them to one or more Facebook
pages, where they become shareable
by visitors to those pages, giving them
the potential to reach new customers
as well as existing ones.

killed. As Square seeks to unearth new
sources of revenue beyond its core
business of payments processing, some
insiders expected the Square credit card
would be a promising addition to the
mix, potentially opening the company
up to a swath of lucrative consumer
loyalty and rewards services. But after
pressing the company multiple times
about the project, Square finally confirmed that it’s not launching a credit
card.
How would Square differentiate

In July 2015 Square introduced the
Square Dashboard [14] app for the
iPhone. The app provides real-time
analytics on the performance of all your
business locations, so you can make
“in the moment” decisions about how
to handle your business — that might

But Square Marketing still isn’t
trying to be a full-strength alternative
to an email-marketing powerhouse
like MailChimp or Constant Contact.
Rather than offering limitless flexibility, Square Marketing provides very
simple templates for offers—such as a
Fourth of July special—that merchants
can customize and fill in with their
own specifics, such as a discount on
a particular product. It then ties them
into the Square Register point-of-sale
system, so they’re trackable. The idea is
to make things easy for small businesspeople who want to give incentives to
customers to come back—and who
don’t have a whole lot of time to devote
to marketing.
Also Square has prototyped a Square
credit card [13]. The plastic card is all
black, and save for the card holder’s
name emblazoned on the face, features
no logos—not even Square’s. Over the
2015 year, multiple sources indicate
Square employees have been carrying
the card—seen here below, partially
blurred to protect the card holder’s
identity—around in their wallets. However, despite buzz about the potential
of a Square credit card, other company
sources indicate the project was recently
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to simplify and clean this process up,
with payments tracked through simple
digital receipts, notifications, and so
forth. What’s more, thanks to what the
company knew from its data and risk
team, Square felt that traditional metrics
(such as FICO scores) were outmoded; if Square could tie a card directly
to a bank account, it could essentially
create a bank card with credit card-like
benefits, but that would act as a debit
card, to lower risk and liability. And unlike Square Wallet, Square’s plastic card
would be accepted everywhere that
takes debit cards, increasing the likelihood of consumer adoption. Bill Gajda,
Visa’s global head of strategic partnerships, about the Square credit card,
tells: “If Square decided to do that, it
would need to be backed up by a bank,
so they would have to issue what’s
called a private-label card or co-branded card, just like United Airlines and
Marriott Hotels do,” he says.

from other credit cards in the market?
Anyone who has used a Citibank or
other credit card knows what a hassle it
is not only to keep track of purchases,
but to keep up with statements and
rewards. Square’s long-term aim was
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mean staying open an extra hour, promoting an underselling item, or letting
employees go home early on a quiet
day. Besides real-time analytics, you
can check daily performance summaries and comparisons to your business’

sales the previous. It’ll also provide
insight about your most popular items
overtime, and you can zone in on either
one location or view sales at all your
businesses at once. So business owners
certainly seem to appreciate the mobile
functionality; it’ll certainly be useful to
check if you’re busy running errands
and not sitting by a computer.
In June 2015 the company has
launched Square Payroll [15], software
for businesses to pay and track taxes
and other costs for both hourly and salaried employees. The product, initially
available only in California, is priced at
$20 per month, with $5 per employee
on top of that. Square Payroll is entering
a pretty crowded market, competing
against the likes of Intuit’s Quick Books,
ADP, Paychex and others. A few, like
Wave Accounting, offer some but not
all the same features: Wave, for example, doesn’t handle tax payments or tax
filings — they estimated tax liabilities.
Square Payroll includes timecards, taxes, and the ability to track and pay both
salaried and hourly workers, and its
price is all-in. It’s a smart idea and there
are a couple of clear advantages for
Square to build and offer a payroll product. For current customers, it becomes
one more way for Square to tie them to
its service, and to make more margin
out of those users (important since
payments alone are a very thin-margin
service when you consider the other
parties in the chain that also take cuts).
It’s also a way of potentially snagging
new customers for the startup, which
is currently one of the leaders in its cat-

egory but competing strongly against
the likes of PayPal and others.
Since May 2015 Square Cash now
lets you send a direct payment of
a specific amount to a person or
organization using a ‘$Cashtag’ [16]. A
‘$Cashtag’ is Square’s payment system
for accepting simple payments over the
Web via a customized URL. Before, you
could just direct someone to your page,
but now you can request a specific
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amount in the URL. These can be used
for businesses, charity organizations or
because you need to pay your friend
back for that movie ticket. For example, the URL cash.me/$wikipedia/10
automatically creates a $10 donation to
the Wikimedia Foundation. If you want
to create your own automatic donation,
just swap your own $Cashtag in place
of Wikipediaand set a dollar amount.
Making a payment just requires entering
your card number, leaving an (optional)
note and hitting the donate button.
In April the mobile register launched
Open Tickets [17], which allows
customers to keep an open tab. The
product is said to be rolling out this
week. “‘Keep my tab open.’ Music to a
bartender’s ears. More often than not,
it means more sales — and bigger tips.
But managing tabs can be a pain”. The
new feature is Square’s latest love note
to the food and beverage industry.
Open Tickets is a small product update,
but it’s a noteworthy play for a market
it covets. The company has always had

meals and time customers spend waiting for them to be delivered. By doing
so, it will compete more directly with
local food delivery services like Sprig
and Spoonrocket. When users open the
Caviar app, they’ll see “Fastbite” alongside other restaurants listed near their
location. The service will offer three or
four menu options daily, which will be
priced as low as $8 — including delivery
— but never cost more than $15 per
meal. To get those meals the company
is partnering with different restaurants
to create prepared foods that can be
delivered quickly to local customers.
According to Fastbite co-founder (and
now-Square/Caviar employee) Avlok
Kohli, the team used Caviar data to
determine the best restaurants for a
variety of different cuisines in its local
delivery area. Caviar differentiates itself
from other food-ordering apps like
Seamless by allowing users to have
food delivered from restaurants that
don’t have a delivery service. So, Caviar
is both the ordering software and a

a keen eye on restaurants, cafes, and
bars. Some of the company’s early success came from wooing coffee shop
clients.

delivery infrastructure provider.

When Square bought food delivery startup Caviar in summer 2014, it
seemed like a strange acquisition for
the payments company. But over time
it’s become clear that Square is committed to competing in the increasingly crowded food-delivery segment
[18]. Thanks to its acquisition of San
Francisco-based food delivery startup
Fastbite, it’s adding a whole new option
to Caviar that will reduce the cost of

In August 2015 iZettle, the Swedish
payments processing start-up, has
raised €60m in a new funding round
[19], in the latest move by investors to
back a European financial technology
business. The company said its latest
funding round was led by Intel Capital,
the venture arm of the US chipmaker,
and Zouk Capital, a London-based private equity fund. According to a person
familiar with the matter, the investment
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iZETTLE
(Sweden)

values the company at more than
$500m. The company has previously
raised more than $100m from backers
including Santander, American Express
and MasterCard.
The funding makes iZettle one of the
best backed fintech companies on the
continent. In December 2014, Adyen,
a Dutch payments processor, raised
$250m in a funding round that valued
the company at $1.5bn. In April 2015
Funding Circle, a British peer-to-peer
lender, raised $150m in a round that
valued the group at about $1bn. iZettle
has not revealed updated customer
numbers, but last year de Geer noted
“a couple of hundred thousand” users.
Today, there are still 20 million small
businesses in Europe that do not take
card payments.

funding solutions such as peer-to-peer
loans and crowdfunding now soaring.
“We have aimed to build a financing
service that’s completely tailored to
the needs of small businesses,” says
Carl-Richard Häggman, iZettle’s Chief
Risk Officer. “The service allows for
small businesses to make the necessary
investments in their operations, on their
own terms and with minimal administration.”
In February 2015, the company —
which processed at that moment about
$2.3 billion in transactions each year
— launched a new card reader that it

The company, founded in 2010,
said the investment would allow it to
continue its expansion plans in markets
in Europe and Asia. It will also use the
funds to make its first foray beyond card
payments. It intends to roll out “iZettle
Advance”, a financial product that

provides businesses with small cash advances that are paid back automatically
as a fraction of future card sales.
There’s no doubt iAdvance offers
something new to European small businesses (20) — and demand is likely to
be strong. In the US, payments business
Square launched a similar offer last
year and the company says take-up has
been rapid. The company is pitching
the loans as a solution to businesses’
cashflow problems, offering finance to
help small firms expand their stock, for
example. It is also tapping into the increasing willingness of small businesses
to look beyond traditional bank lenders
for finance, with take-up of alternative
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will offer to merchants free of charge
[21]. The Lite reader, as it is called, will
sit alongside iZettle’s existing piece of
hardware that retails for around $75,
depending on the market. The Lite is
designed with a very notable difference
in mind. Unlike the paid product, the
new reader cut a very notable corner
to keep its cost down: the device is no
longer wireless, plugging into an iPhone, iPad or Android device by way of
the audio socket — essentially standing
in for the free dongles that iZettle used
to give out to merchants when it first
opened for business. The first markets
for the Lite are U.K., Sweden, Norway,
Denmark, Finland, Spain, Germany and
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the Netherlands. No news yet on when
iZettle will roll it out to other places
where it is building its business —
namely Latin America. “What we’ve
seen with the curreent device is that it’s
one of the fastest in the market, but it
connects over Bluetooth so it is more
complex than our initial product in the
market,” he says, referring to the original plug-and-play dongle that iZettle
developed. The Lite reader is meant
to replace this he says. “So with that
in mind we’ve spoken with merchants
who have up to 10 transactions per day.
We found that the speed with the current terminal is not important,” he adds.
It will also give iZettle a way to upsell
those users when and if their volumes
to increase to their paid, faster terminal.
In May 2016, the company, whose
card-deck-sized devices are used by
car-repair shops and street-market vendors, presented new chip&PIN reader
[22] for contactless payment cards as
well as mobile applications such as
Apple Pay and Google Wallet. It started
selling in the U.K. on June 1 for 79
pounds ($124) and will roll out to other
markets soon. Credit and debit cards
that can be used by tapping the reader
are gaining users, and mobile apps are
set to further boost the popularity of
contactless paying. Last year, contactless payments more then tripled to 319
million transactions in the U.K., IZettle
said. “This is the first true step towards
a true mobile payments environment,
when you can start to leave your wallet
at home.”
UK start-ups were being offered the
opportunity to win free primetime TV
advertising on channels such as Sky
Sports and Sky News, with the launch
of iZettle’s ’15 Seconds of Fame’
competition [23]. The competition,
which intends to help small businesses
“get their name out there”, selected
seven winners (six chosen by a jury,
and another by the public) to broadcast
their ad on national television across
October and November 2015.

SumUp
(Germany-UK)

When Apple launched its long-awaited mobile wallet in October 2014, some
European-based payments companies
took the announcement as a sure sign

Near Field Communication would become the dominant method for proximity mobile payments in the U.S. European
companies at the time described the U.S.
market as fertile ground for expansion
across the pond as NFC-based mobile
wallets, Bluetooth Low Energy beacons,
and the EMV migration converged at
once. Fast forward 12 months and a big
piece of that triple threat has arrived in
the U.S. with the EMV liability shift deadline now behind us.

With that in mind, SumUp announced its entry into an already
crowded U.S. market [24] to provide
small-and-medium-sized businesses
with an EMV and contactless compatible proprietary device that works with
smartphones and tablets running either
the Android or iOS mobile operating
system.
SumUp will market its product
directly to U.S. merchants. The company will also seek to entice its current
European partners that have a presence
in the U.S. to consider the device for
stateside operations. Merchants can
preorder the device, which ships in
January 2016, on SumUp’s website for
$99. The company offers merchants
a per-transaction fee of 2.75 percent
and there are no long-term contracts.
SumUp’s card payment terminals,
software, and smartphone apps are the
world’s first EMV certified end-to-end
mPOS payments system, according to
the company [25]. It will be releasing
a new contactless payment terminal,
designed for the US market, which is
compatible with EMV payments, Apple
Pay, Android Pay, and swipe payments.
With their eye on Europe’s largest
market by credit/debit card usage per
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capita, SumUp has announced that they
are adding support for Sweden [26].
The country becomes the first in the
Scandinavian market for SumUp. The

entrance into Scandanavia occurs as
the firm has been active in raising funds
to assist its global expansion which
currently includes support to 14 countries including Brazil and Germany.
According to SumUp, as part of their
entrance into Sweden, the firm will be
announcing strategic partnerships with
who they call “big players in Sweden”
to spur on uptake of their product. The
partnerships will be similar to existing
ones they have in Europe which include
Unicredit, UBS, Tupperware and mytaxi.
Daniel Klein, CEO of SumUp, commented on the launch that “Swedes pay
more frequently by card than any other
European nation; this makes Sweden a
very interesting market for us.”
After raising €10 million in June
2015 [27] (by Swiss venture capital firm
Venture Incubator AG), mobile technology firm, SumUp, announced that they
have closed another €10 million round
in August [28]. Raising another €10 million, the funding includes investments
from BBVA Ventures and Groupon who
had previously been counted among
the firm’s investors. According to
SumUp, the funds will be used to help
them expand to two new countries,
reaching a total of 15 and covering
three continents. In addition, SumUp
plans to use the cash to fund their rollout and creation of new contactless
payment technologies and services.
This takes SumUp’s funding so far to a
total of €50 million. Commenting on
their investment, Jay Reinemann, Executive Director, BBVA Ventures, stated,
“We’re pleased to offer further support
to SumUp, who are shaking up mobile
payments and creating opportunities
for both merchants and customers.
They fit the profile of businesses BBVA
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Ventures wants to invest in and learn
from — those disrupting the mainstream for the benefit of the consumer.”
In a similar vein to Square, SumUp
will be focusing on using this investment to upgrade its hardware. Unlike
companies like iZettle, Klein explains
[29] that SumUp has built out its business to be as vertically integrated as
possible. That includes designing its
own hardware rather than partnering
with outside firms. The investment it’s
made in its own hardware, in fact, is
one of the reasons SumUp’s valuation
has climbed. Without the need for
subsidies on the hardware, the returns
are better. “We decrease the price of
the unit by ten times by doing this,” he
says of the terminals, which sell for €79
or £59. “We’ve reached a competitive
point in this respect for us to be able to
produce terminals at a cost that is lower
when we sell it. We are already making
a profit on our hardware and continue
to do so.”
“At the end of May we had over
300,000 merchants using our platform,” Klein says. He is not disclosing
average transaction size or wider
revenue figures at this point except to
say that sales have doubled in the last
six months.
And in a game of scale, where
typical 2.75 percent cuts on transactions means you need to do a lot
to get a decent return and make

a profit, the company is actually
doing well, and Klein says the company is “on track” to be profitable by
next year. Once again, this is partly
down to the company’s business
model, where SumUp makes a
healthy margin on that point of sale
hardware.

PAYLEVEN
(Germany-UK)

In December 2015 SME mobile
payment system provider Payleven announced the release of a new version of
its mobile iOS app, including an update
with Apple Watch and Force Touch
support [30]. With the new version of
the Payleven app, business owners
now have access to their accounts with
a glimpse on their wrist. Payleven also
takes advantage of Apple’s Force Touch
by allowing shorter paths to the main
app functionality.
The market for mobile point of service (mPOS) hardware continues to be
an active market in Europe. Helping the
sector is strong growth of the issuance
of contactless payment bank cards and
mobile wallets which require merchants to upgrade the POS terminals
to handle these forms of payments. In
addition, unlike wired POS terminals
which require an internet connection,
mobile versions provide merchants
with more flexibility in the placement of
the hardware as well as making it easier
to scale up purchase points during
busy periods. Furthering its mPOS plans
in Europe, payleven announced the
launch of payleven plus, its mobile
NFC capable chip and pin reader with
Apple Pay support [31]. The product
is being made available to merchants
in the UK, Netherlands and France,

that wired terminals can take 6-8 weeks
to complete the onboarding process
while it’s only a few days with its digital
onboarding. He added that costs are
also lower with an mPOS as “traditional card terminals come with cumbersome long-term fees.”
In terms of its own solution, Wolff
explained that its mobile readers
include additional software such as
tracking sales in real-time and sending
receipts by email to customers. Overall,
as competition among mPOS providers
is increasing, payleven believes that
these added features and simplicity of
the system distinguish its product as
Wolff stated, “We simplify the daily business of our clients and want to provide
them with a product that ultimately
helps to increase revenues.”
German mPOS vendor payleven has
reached a European distribution deal
with American Express to offer a free
Chip and PIN card reader and credit
card package [32] for small businesses.
The agreement, believed to be the first
between an mPOS provider and card
issuing company, will see the payleven

with more countries expected to be
added in the near future. According to
payleven, demand for NFC-based card
readers is growing with the increase of
contactless cards in circulation among
consumers. According to its data, within
the UK there are 58 million bank cards
that are equipped to handle contactless
payments.

card reader bundled with an American
Express Business Gold Card. Konstantin
Wolff says: “With the partnership, entrepreneurs are perfectly equipped for
their everyday business. The business
bundle contains technology to securely
accept card payments, as well as a
flexible credit card that is specifically
tailored to their needs.”

Konstantin Wolff, Managing Director
and Co-Founder of payleven, described

The same product payleven
launched in partnership with Visa.
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The solution allows merchants in Brazil
[33] — especially sole traders — to
receive the money transacted via the
payleven Chip & PIN card reader without requiring a separate bank account.
The money will be transferred directly
to their prepaid credit card. With the
new product, payleven focuses on a
market that is currently not reached by
mPOS solution providers since, until
now, only business owners with a bank
account were able to accept card payments. The prepaid credit card will be
issued under the name of the merchant
and delivered with the Chip & PIN card
reader. The owner may use it to make
purchases and withdraw money at a
Visa Plus ATM. Additionally, all purchases made with the prepaid credit card
appear in their payleven account: so
they can keep track of their business
activity. According to a research by Data
Popular Institute, in 2013, 39.5% of Brazilians aged 18 or older — which corresponds to approximately 55 million
of Brazil’s population — do not have a
bank account. Therefore, payleven and
Visa aim to provide SME merchants an
opportunity to access card payments

without signing up for a separate bank
account.
At the beginning of 2015 payleven
announced that it is now available in
Ireland [34], its 11th market. As a gift
for all Irish business owners, payleven
offered an exclusive introductory price
of 64 euros for the card reader. “It is our
aim to deliver easy-to-use and smart
technology solutions that help our
customers to enhance their business,”

Konstantin Wolff said in a statement.
“Ireland has a huge market potential
with a large number of businesses that
still don’t accept card payments. With
a smartphone penetration of over 60
percent and more than 6 million debit
and credit cards in circulation, we see a
strong need for our affordable solution.”
Hailo, a taxi-hailing app, has offered its
drivers payleven’s chip-and-PIN card
reader in Ireland since January 2015.
More than 500 taxi drivers are currently
using the device in the United Kingdom.

Paypal Here
(USA)

In September 2015 PayPal Here
announced the rollout of a new chipcard reading dongle in the U.S.[35]
that will also accept contactless mobile
payments, including Android Pay and
Apple Pay. The new reader will be available in the U.S., as well as the U.K. and
Australia, where PayPal has previously
launched chip-card reading dongles.
Companies like PayPal, Square,
Clover, and Poynt are taking advantage

NFC, including Apple Pay, Android
Pay, Samsung Pay, and more [36].
As PayPal VP and GM Brad Brodigan
explains, consumers today expect to
“pay anywhere, anytime and any way
they please,” which is why the company needed to enter the game with
a multi-functional card reader. At that
time, merchants who won’t accept chip
cards will become liable for point-ofsale fraud when customers use their
chip cards — a strong incentive to
encourage business owners to upgrade
their hardware. That’s where the PayPal
Here reader comes in. Customers can
also pay via cash, check, invoice or PayPal, of course, which makes the reader
highly flexible in terms of the types of
payments it can support.

talk which he called it a “WhatsApp”
moment for financial services, based on
the dissemination of smart connected
mobile devices to consumers and to
merchants. Collectively, they allowing
internet based companies to disrupt
and transform industries, and unlock
untapped markets, he said.
Ezetap’s card reader, priced at $50,
needs an Internet-enabled smartphone to accept payments. Bose said
that it works on a basic 2G network,
and that the wallets don’t add an
extra cost on Ezetap merchants. The
standard monthly package costs Rs.
150 a month, for the basic mPOS goes
up with premium services. Banks can

Ezetap
(India)

Bengaluru-based Ezetap, a Squarelike smartphone-based payments
device, announced [37] that it has
added universal acceptance of mobile
wallets for its merchants base. Ezetap

choose to provide their own rates bases
on their merchant relationship, the
company said.

of the liability shift to get merchants to
switch out their legacy systems for one
of their upgraded transaction terminals.
When the reader arrives, it will cost
$149. Merchants who process low
volumes (less than $3,000 in 3 months)
can get a $100 rebate. Comparable
card readers cost anywhere between
$200-$350, making PayPal’s reader
competitively priced. Still the reader,
aimed at small businesses, is not priced
as low as Square’s chip reader, which
costs between $29 and $39.
The reader supports not only EMV,
but also magnetic stripe cards and
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has tied up with four Indian mobile
wallet players — Paytm, MobiKwik,
Novopay, and FreeCharge. Abhijit
Bose, CEO and Co-Founder, Ezetap
referred to the development as a fundamental change in how the payments
industry works. “We’re trying to focus
on digital electronic transaction adoption. That’s the big mega picture that
everybody is working on. The government is working on it,” he said, referring
to National Payments Corporation of
India’s rollout of its Unified Payments
Interface, which brings interoperability
from different bank accounts and wallets. He referred to Nandan Nilenkani’s
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Ezetap currently works with Android
and Windows Phone smartphones,
and is coming out with an iOS version
soon. Live for the last 24 months,
Ezetap has deployed over 70,000
service points, Bose said. SBI, HDFC,
Citibank, and American Express, an investor presently deploy EZtap’s mPOS
solution, while Amazon, Bajaj Allianz,
Airtel and BigBasket are some of their
biggest customers, Bose said, adding
that over 20,000 small merchants
currently use its service.
Ezetap had raised raised $25 million
(roughly Rs. 161 crores) in its Series
C round in August 2015 [38]. Angel
Prime-incubated mobile point-of-sale
(mPOS) Ezetap has secured in fresh
funding from Social+Capital, Helion Advisors, and Berggruen Holdings, Horizons Ventures, the private investment
arm for Li Ka-Shing, and the Capricorn
Investment Group. Ezetap earlier raised

Series A funding from Social+Capital
Partnership; Peter Thiel and others in
November 2013 and $8 million Series B
led by Helion in February last year.
Ezetap processes transactions worth
over $1 million every day and has a customer base ranging from the most wellknown enterprises to tens of thousands
of small retail businesses. “Our vision is
to be the most preferred, lowest cost,
and universal platform through which
businesses transact and engage with
their customers. This funding, along
with Chamath’s active guidance from
scaling Facebook, gives us the fuel to
help Ezetap realize our vision and massive potential.”
Speaking about the thesis behind
the investment, Chamath Palihapitiya,
Founder & Managing Partner, Social +
Capital, said: “India is uniquely positioned to build an entirely new financial
services ecosystem thanks to advancements like UID. Moreover, it’s clear to us
that this revolution will be mobile first —
from mPOS to mobile wallets, and that
Ezetap is the only company which can
seamlessly and agnostically support this

fast changing landscape.”
The growth in the space is largely
driven by rising number of digital payments and increase in ease of access of
financial services across various regions
in the country. The company broadly
competes with Mswipe, iKaaz, Bijlipay
and Paynear.
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MSWIPE
(India)
Mswipe built the product in 2012.
In July 2015, the startup, founded by
Manish Patel, bagged US$25 million
in a series C round of funding [39]. The
investors include Falcon Edge Capital,
Ola Cabs, and Meru Capital as well
as Mswipe’s existing investors Matrix
Partners India, Axis Bank, and DSG Consumer Partners.
Mswipe’s WisepadTM was the first
EMV Chip & Pin compliant mobile
POS product in India. WisepadTM
was launched in December 2013. The
company launched a SmartPOS for
Android phones called WiseposTM last
in June 2015. “We believe in serving the

SOFTPAY
(Singapore)
In October 2015 SoftPay Mobile
raised US$1 million for its series A
round [40]. The round was led by
Singapore-based venture capital firm
Life.SREDA. SoftPay Mobile (not to be
confused with the Hong Kong-based
online marketplace for digital goods,
or SoftTouch’s payment solution, or
the Nigerian money transfer method) is
registered in Singapore but is currently
operating in Vietnam, Indonesia and
Malaysia.
In Vietnam, the startup works with
companies such as taxi company Mai
Linh Taxi, and various smaller businesses. According to co-founder and CEO

smallest of merchants,” Patel, founder and managing director of Mswipe,
says. “Mswipe aims to provide seamless
mobile POS solutions to one million
merchants across 400 Indian cities and
towns.” Now, over 25,000 small merchants in India use Mswipe.

Christopher Low, it has seen a 300
percent month-on-month increase in
processing volume since it launched
in early 2015. Christopher tels Tech in
Asia that more than 3,000 merchants in
Vietnam have registered for the MPOS
product.

Mswipe works with several banks like
Axis Bank, Corporation Bank, and SVC
Bank to provide the POS solution. It is
also present in the Middle East, the US,
and SE Asia through partnerships.
India might be taking big leaps into
ecommerce but the majority of the
country’s one billion plus people still
do a lot of shopping at corner stores for
whom the spread of POS will be a big
help. That coupled with the growing
mobile phone base gives startups like
Mswipe and Ezetap a huge market.

With this funding, the startup will
staff up in order to fuel its expansion
to other Southeast Asian territories. It’s
looking toward Singapore (Malaysia
and Indonesia) in the next six months,
being in “advanced talks with financial
institutions” in this regard. “We will be
looking to hire country managers with a
strong experience in sales and preferably from the finance card payments
industry,” Christopher says. “We have
learned that there is a strong demand for
MPOS among Tier 3 and 4 merchants,”
Christopher explains. “These groups of
merchants are traditionally ignored by
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the banks due to their perceived lack of
volume. As a technology company at
our core, we are able to fill in the missing
gap […] for many large companies who
want to implement an end-to-end
MPOS solution for their businesses.”
MPOS solutions are considered by
investors a particularly promising area
of fintech, especially when it comes to
developing markets with high smartphone penetration — quite a few of
them in Southeast Asia. “[MPOS] is a
necessary sector in any fintech ecosystem,” Igor Pesin, Life.SREDA partner
and investment director, says in a
statement. “Between MPOS companies
in [the region], SoftPay Mobile has one
of the most experienced teams. They
have already built and launched great
products and proven that they can
effectively acquire and keep small and
big merchants,” he adds.

GOSWIFF
(Singapore)
Financial services technology startup
goSwiff Ltd is looking to cover all the
POS bases for merchants, from online
to offline transactions. The company is
already present in 25 markets across the
world (as “white label” solution), with a
strong focus on South-East Asia as its
headquarters is in Singapore.
Chief operating officer Stefano
Diemmi, noted [41]: “We are more
than just a mobile POS company, we
can provide something more than
just accepting card payments”. “Card
payments right now make up 99%
of the transactions we generate,” he
conceded, “but we are integrating with
other technologies such as bitcoin and
loyalty programmes.”

SoftPay Mobile’s key strength in
this space will be its ability to acquire
merchants, Christopher says. “Traditional MPOS companies have been
focused on providing MPOS solutions
to banks all along,” he explains. “MPOS

This focus on mobile POS came
about two and a half years ago — previously, goSwiff was focused mainly
on e-commerce payment platforms.
“We feel that there is a big opportunity
here. While it probably is not really an

companies are not willing to invest in
a sales team as it is not their core business. For SoftPay Mobile, we believe
that the business factors should drive
the technology. Without merchants
adopting MPOS, MPOS will not take off.
Hence, we have a proven, cost-effective machinery to allow us to acquire
merchants.”

innovation, our novelty comes from
the way we deploy our solutions to our
partners,” he said. Diemmi prefers to
refer to this market as the ‘smart POS’
market.
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In Singapore, goSwiff is working
with DBS Bank to pilot its solutions
among several merchants. Even with
markets that have stringent regulations, goSwiff has flexible technology
that can integrate with local systems,
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he claimed.
goSwiff is currently going through a
new round of funding, according to
Diemmi. “We are looking for strong
partners to support the growth of the
company — not just financial support,
but also experience and knowledge,”
he said. This round of funding follows a ‘friends and family’ round, and
would mark the first time goSwiff is
raising funds publicly. In the next six
to 12 months, goSwiff will be looking to expand the functionality of its
platform, and will be growing its team
in Singapore to support this effort. “In
South-East Asia, we are strong in Indonesia, Malaysia, the Philippines and
Thailand — we are looking to expand
to Cambodia, Myanmar and Vietnam,”
Diemmi said.

MOKA
(Indonesia)

In September 2014 Jakarta-based
mobile point-of-sale (mPOS) startup
Moka announced [42] that it received
seed funding of an undisclosed
amount from local venture capital

firms East Ventures and Wavemaker (among its seed and pre-Series A
investors).
Moka seeks to make mPOS capabilities accessible to everyone, by providing solutions for ringing up transactions, accepting payments, and creating
reports. “Traditional POS systems are
expensive, difficult to use, and involve
costly maintenance,” explains 25-yearold co-founder and CEO Haryanto
Tanjo. “With Moka, all they have to do

is download the app on their iPad, sign
up, and start selling.” “With our cloud
technology, business owners can
manage multiple stores and gain critical
insights such as the best-selling items
at different locations, or items that are
running low on inventory.” He adds that
because Moka’s system is cloud-based,
business owners can get all their sales
intel without leaving home.
Moka’s co-founders are both young
Indonesian natives, whose track
records speak for themselves. Tanjo
attended UC Berkeley, earning a Bachelor’s degree in industrial engineering
and operations research in 2009. He
graduated at the age of 20 and went
on to received a Master’s degree in
business administration from UCLA
Anderson. He worked at McKinsey &
Company in Jakarta before starting
Moka. Laksmono earned a Bachelor’s in
Computer Science from California State
University in 2009 and a Master’s from
the University of Southern California
in 2011. His first startup was called trueRSVP (now Planana), which received
funding from Tech Coast Angels. He
launched the company at the VentureBeat DEMO conference in 2012, and
won the DEMOgod Award. Laksmono

also worked at Google, Yahoo, Zynga,
OpenX, and Albumatic.
Moka charges a monthly subscription fee of Rp250,000 per outlet. Moka
offers a POS app on iPads and Android
smartphones (and for Android tablets soon), and a web portal that lets
business owners view sales reports
and manage inventory across multiple
outlets. “It will get bigger as 70 million
additional middle-class and affluent
consumers are coming [to Indonesia] between now and 2020,” he says.
“To catch up with business growth,
retail stores must run their operations
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efficiently and be able to access their
information in real-time.”
In December 2015 Moka launched
its payment solution in collaboration
with state-owned lender PT Bank
Mandiri [43] Tbk (BMRI) as the acquiring
bank. Since launching its PoS solution
early in 2015, Moka has acquired over
350 paying stores. Now, Moka wants to
extend its value by enabling debit and
credit card payments on its platform.
“There are 57 million SMEs in Indonesia,
majority of who still do their business
traditionally. We want to make POS
and card payments accessible to these
merchants, and allow the traditionally

cash-based cafes, barber shops, and
specialty retailers to offer their customers the convenience of card payments,”
said CEO & Co-founder Haryanto Tanjo.
In addition to having Mandiri as its acquiring bank, Moka has also partnered
Telkomsel, Indonesia’s largest telecom
company. Telkomsel will offer the
bundle of Moka mPOS and Telkomsel
data package as a business solution for
its SME customers. With Moka mPOS,
merchants only have to provide their
identity card (KTP or passport), and it
only takes three working days to onboard a merchant.
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Invented in the 1870s,
the cash register was
the very first “pointof-sale system”
mechanizing the
transfer of money.
Today, small business
owners are opting
for something
more portable:
smartphones, tablets
and other mobile
terminals, equipped
with point-of-sale
apps.

The role of fintech
in the retail revolution
Tablet-based cash registers, POSmanagement systems, pre-orders
$28 million to help it build and ship
terminals before the year is out. Growth
equity fund Oak HC/FT led the round.
Stanford-StartX Fund, Matrix Partners,
Webb Investment Network, and Nyca
Partners also contributed. Initially, Bedier says he plans on shipping “tens of
thousands” of units.

payment systems. This is big. While
small merchants accepting credit cards
or chip-and-pin cards for the first time
may be keen to adopt Square’s or
PayPal’s models, Poynt is betting that
larger merchants, who have already
paid a lot of money on infrastructure,
may be resistant to overhauling their

point-of-sale systems just to accept
chip-based credit cards. Bedier said he’s
targeting a broad range of merchants,
who process $50,000 to $10 million in
sales annually.

POYNT (US)
In 2014 Osama
Bedier introduced what
he deemed the future
of payment terminals:
a developer-friendly payment point of
sale that accepts everything from Apple
Pay to Samsung Pay, Android Pay,
and chip-based credit cards. In order
to deliver on the promise of the new
payment terminal, Poynt needs to ramp
up manufacturing.

The Poynt payment terminal is an
evolution of the tablet-as-point-of-sale
trend. It features two touch screens,
one for the merchant and another one
facing the consumer. It’s capable of
taking near field communication-based
payments as well as traditional magnetic stripe credit cards and has a QR code
reader. Bedier tried to account for all
possible payment types that might take
off with consumers over the next few
years. He also wanted to make the Poynt terminal flexible. Though it can act
as a portable all-in-one solution, it can
also act as a simple payment terminal
connected to a larger point-of-sale system. Basically, the Poynt terminal can
be as smart or as dumb as a merchant
needs it to be.

In October 2015, the company
announced [2] a series B round of

Unlike PayPal and Square, Bedier
said Poynt can integrate with existing

Beyond making it easier than ever
to swipe a credit card and add tip, POS
apps are paving the way for contactless
payment through smartphone apps like
Google Wallet and ApplePay — which
rolled out in the U.K. after it debuted in
the U.S.— to become the new norm [1].
There are many such systems marketed
to small businesses, the most popular
of which include Poynt, Square Stand,
Shopkeep, Shopify POS, Groupon
Breadcrumb, Clover, E la Carte, Toast
and Revel. They cater to different kinds
of businesses offering customizations
to accommodate diverse food and retail
vendors. Vendors can check in on their
business stats remotely from the cloud,
seeing that day’s transactions in real-time, tracking inventory, and linking to
accounting software. But not all mobile
POS systems are created equal. Here’s a
quick look at how they serve.
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To better integrate with businesses, Poynt is relying on a network of
developers to build out its app platform.
The Poynt OS is Android-based and
already works with a variety of software
platforms and payment processors
including Intuit, Bigcommerce, Vantiv,
Kabbage, and Vend.
Like Square and PayPal, Poynt has
timed its U.S. hardware release to coincide with the liability shift. In October, Visa and MasterCard relinquished
responsibility for fraudulent chip card
transactions made on terminals that
aren’t equipped with a chip reader.

The Poynt units cost roughly $299
each, well above the cost of chip readers by PayPal ($149) and Square ($49).
VeriFone also has its own multi-payment terminal on the market, which
also goes for $300. In order to capitalize on the shift to chip-based credit
cards, Poynt will need to move quickly
to capture merchants who haven’t
already been wooed by other new
payment terminals.

solutions, anticipating receivables, providing terminals, management reports,
among others.

In the same time, Rede, a subsidiary of Itaú Unibanco, and Poynt
announced [3] an exclusive partnership
that will make the Poynt Smart Terminal
available to millions of merchants in
Brazil beginning in 2016. The partnership with Rede ensures that Brazil
will be the first country outside of the
U.S. to offer Poynt devices. “Brazil has
a very sophisticated payments market,
truly one of the most advanced in the
world. This makes it the ideal country
for us to introduce the Poynt Smart
Terminal internationally,” said Poynt
founder and CEO, Osama Bedier. “This
new partnership will allow Rede to offer
a pioneering and innovative solution
for electronic payments in Brazil. We
will provide applications to improve the
shopping experience through the Poynt
Store, build a cloud connection to the
countertop, and develop enhanced
services to create new revenue streams
for the merchants and offer more convenience for the customers,” said Milton
Maluhy Filho, CEO of Rede. A company
in the Itaú Unibanco conglomerate,
Rede (www.userede.com.br) is responsible for acquiring and processing
credit and debit card transactions for
the largest Brazilian and international
card brands. It offers its clients a range
of products and services for enhancing
the performance of their businesses
such as online means of payment

follow-up to Revel’s Series C, which
it announced in November 2014, the
new capital brings that round’s total
to about $113.5 million, valuing the
company at more than $500 million.
The company, which is eyeing an initial
public offering, also disclosed that
financial software developer Intuit was
an investor in its Series C.
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REVEL (US)
In August 2015 iPad
point-of-sale platform
maker Revel Systems
has raised $13.5 million
[4] in funding from ROTH Capital
Partners to fuel its rapid growth. A

Revel is preparing to expand into
international markets quickly, targeting European and Asian countries
where some of its clients already have
franchises, says co-founder and chief
technology officer Chris Ciabarra.
Its enterprise users have as many
as 2,000 retail locations, but Revel
also serves small- to medium-sized
businesses. The company now has
about 14,000 to 15,000 terminals
installed and that amount is growing at
about 1,000 terminals per month. The
company plans to complete one more
round of funding before holding an IPO
in the next 18 to 24 months, Ciabarra
says.
Ciabarra says Revel will continue
differentiating from other tablet POS
systems by including a wide array of
features in its software suite so it can
handle deliveries and shipping in addition to payment processing. This allows
Revel to compete with enterprise
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software like Micros System, which
was acquired by Oracle for about $5.3
billion last year. Revel also recently
added Ethernet connections for clients
who want to use iPads to handle
transactions but can’t rely on wireless
connections, such as sports stadiums
and government agencies.
Lisa Falzone is the Co-Founder &
CEO of Revel Systems, an award-winning iPad point of sale solution for single and multi-location small businesses
and enterprises [5]. A graduate of Stanford University where she was a competitive swimmer, Lisa led her Silicon
Valley-based startup since its creation
in 2010 and has been pivotal in turning
the often “old school” perception of
point of sale on its head, beating out
established competitors and new market entrants alike. Lisa’s achievements
as a young female entrepreneur have
been recognized through numerous
prestigious awards such as Forbes ‘30
Under 30`, Forbes ‘Women To Watch:
Eight Rising Stars’, Business Insiders “30
Most Important Women Under 30 In
Tech”, San Francisco Business Times ‘40
Under 40`, and Business Journal’s “Upstart 100”. “I’m most proud of building
Revel Systems. I built it from the ground
up, and now we’re at 300+ employees,
raised over $115 million dollars , and
growing over 200% a year.” “We offer
businesses the centralized management platform from which they can run
their entire business — from CRM and
loyalty programs, to intelligent reporting and employee management, Revel
is the platform from which you can run
and monitor your entire business. We
offer a complete solution for business
owners, allowing them to streamline
operations and increase their bottom
line — and in that way go above and beyond the mobile payments space.”
To differentiate itself in a saturated market, Revel Systems launched
in October 2015 [6] branded mobile
apps for merchants. The white label
service has an upfront fee of $8,900.
Merchants will also have to pay $119
per store location, per month. Its new
app-building service lets merchants
create a mobile marketplace which
can be designed to handle pre-orders
for food pick-up, delivery, and retail
shipping. It can also show users a

list of nearby store locations. Like its
physical point-of-sale system, Revel’s
white label apps will accept a variety of
payments including PayPal and Apple
Pay. Revel designs and makes apps
in collaboration with merchants, and
then handles the process of getting the
app into app stores. Through Revel’s
custom mobile apps, merchants also
have an opportunity to get deeper
insights into customers. Cofounder
and CTO Chris Ciabarra said that using
beacon technology, his point-of-sale
system will be able to recognize nearby
customers, so merchants can pull up
a profile when a customer walks in the
door. Merchants can also develop their
own loyalty programs for customers
through the app. Stanford University
was the first institution to develop a
mobile app for its students through
Revel. The new Stanford app will let students pre-order meals from the cafeteria and pick them up on arrival, which
means no more long cafeteria lines.
In December 2015 Revel Systems
announced [7] that the company has
opened a new London-based office
that will serve as the central hub for its
business in the EMEA market. The new
location will allow Revel to build its
presence in the United Kingdom and
more effectively service its growing
customer base throughout Europe and
EMEA. Revel currently has an office in
Italy, and plans to add offices in France
and Germany over the coming months.
Outside of Europe, Revel also has offices in New South Wales, Australia, and
an IT division located in Vilnius, Lithuania as well as sales offices in Tempe,
Arizona and New York City.
Revel Systems has experienced
growth of 250 percent over the past
12 months [8], with Australia becoming
the business’ second largest market
behind the US. Revel currently has
more than 20,000 iPad POS terminals
deployed globally in restaurants, retail
establishments, stadiums and grocery
stories, among other locations. In
Australia the Apple iPad-based POS
software currently has 1,000 terminals
operating across the country including
George Gregan’s GG Express, Charlie Lovett and Croissant Express café
outlets and Qantas Business Lounges.
“We have now reached a capitalization
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of $500 million and are targeting listing
on the New York Stock Exchange or
Nasdaq over the next two years,” says
chairman of Revel Systems, Sean Tomlinson. “Australia is now Revel’s second
largest market with 40 staff across
Sydney, Perth, Brisbane and Melbourne,
with an office now open in Singapore
to progress our expansion across Asia.”
E LA CARTE (US)
E la Carte announced it has been
named by Fast Company as one of the
magazine’s World’s 50 Most Innovative
Companies for 2015 [9] — E la Carte
ranked number 26. “We could not be
more honored that E la Carte’s innovative approach using technology to
transform the restaurant industry and
enhance the guest experience has been
recognized by Fast Company,” said Rajat
Suri, founder and CEO of E la Carte, in
a company press release. “This award
places E la Carte alongside businesses
worldwide that are fearlessly innovating
and leading the way to the future. The
recognition is a testament to our hard
work and success thus far, and we look
forward to continuing our efforts to
elevate Smart Dining to the next level.”
Currently, E la Carte’s restaurant
partners include Applebee’s, Genghis
Grill and Johnny Rockets, with well
over 50,000 Presto tablets deployed
nationwide. Guests using the Presto
tablet can browse full menus with photos, place orders, play games, and pay
their bill directly on the tablet. Guests
can also split checks and redeem gift
cards without waiting for assistance
from the server.
SHOPKEEP (US)
In December 2015
ShopKeep announced
[10] that President and
CEO, Norm Merritt, will
be stepping down as head of the company for personal reasons. Nearly two
years since Norm assumed leadership
at the company. During the same period, Norm expanded and strengthened
the company’s leadership team with the
appointments of Etie Hertz (SVP), Andrew Gorrin (CMO), John Baule (CFO)
and Michael DeSimone (COO). Michael
DeSimone, who was formerly CEO of
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Borderfree, a publicly traded company
sold to Pitney-Bowes in 2015, will serve
as ShopKeep’s acting CEO.
The company has raised nearly $100
million in venture capital from investors
such as Canaan Partners and Activant
Capital [11]. Its last round valued the
company at around $200 million on a
pre-money basis, according to a person
familiar with the deal. ShopKeep already
has more than 20,000 storefronts in
the United States and Canada. Business
owners can set-up their registers in
minutes, accept cash and credit cards
with their choice of processor, view
real-time sales on their smartphone
and easily track inventory and staff.
ShopKeep was founded in 2008 and is
headquartered in New York. ShopKeep
was founded by former wine-shop
owner Jason Richelson, who said he
was fed up with the software available
to small merchants and the cost of legacy systems. Richelson is still with the
company as chief strategy officer.
Similar to Square, New York-based
payments startup ShopKeep makes
point-of-sale software for small
businesses, with tools for managing
transactions, inventory and customer
information. But unlike Square, ShopKeep earns revenue primarily through
its subscription software business [12].
According to ShopKeep ex-CEO Norm
Merritt, this model puts his company
on a much faster track toward profitability than the one used by Square.
“We’re the anti-Square,” Merritt said.
“We have better unit economics,” he
continued. “We don’t have a large
swath of customers that cost us
money like Square does. Significantly
superior gross margins coupled with
very low churn are proof points that
our model is superior.”
ShopKeep charges businesses $49 a
month, per register. Its software is made
to run on an iPad, which the company
sells along with other hardware used
by its merchant base -- mainly restaurants, bars and specialty retail shops
generating average sales of $400,000 a
year. Merritt said ShopKeep’s customer
acquisition payback (the time it takes
until they start making money off of
a customer after accounting for what
it spends to acquire one) is less than
a year. That means a new ShopKeep

customer becomes very profitable in a
relatively short amount of time.
“Square attracts merchants who
have a very low check average and
thus a typically high processing rate,”
Merritt said. “These low-end merchants
will join Square in droves because of
Square’s flat 2.75 percent fee -- however, they each cost Square money as the
fee is lower than Square’s cost.” ShopKeep acquired a payment processor
over the last year, so the company now
generates revenue from transaction
fees, too. But as opposed to having a
flat processing fee like Square, ShopKeep uses the Interchange Plus method
of pricing. “We charge what the banks
charge (Interchange) plus a small mark
up,” Merritt said. “For merchants whose
transaction size is over $10 on average,
we can beat Square’s flat rate every
time and we make money every time.”
Merritt said Shopkeep has 20,000
business customers and is projecting
revenue between $30 million to $40
million for 2015. Square has more
than two million active merchants and
did $560 million in sales in the first six
months of 2015 alone. Merritt says
ShopKeep is not profitable today
because it is reinvesting in its sales and
marketing divisions. Merritt said 2015
revenue will end up more than double
last year’s total and he expects that
they’ll at least double revenue again
in 2016. Merritt is also eyeing an IPO
within the next two years. “We have a
long runway having just announced a
new round of funding and are intently
focused on building a strong, lasting and
profitable business, as opposed to rushing anything and then underperforming.”
In September 2019
ShopKeep baught Ambur [13], a payments
service for restaurants, food trucks and
other food and drink establishments.
ShopKeep will keep the product alive
as it integrates it, and will be taking
on Ambur’s 1,500 customers in the
process. The terms of the deal were not
disclosed, and Norm Merritt, ShopKeep’s CEO, simply said, “It was a good
deal for all parties.” Even with a lot of
M&A underway, there are a number of
startups in the market offering payment
services — with nearly as many focus-
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ing specifically on food and drink retailers. This particular acquisition made
sense, Merritt says, because Ambur was
a particularly strong cultural fit for his
company.

chants every moth and a lot of them
are looking for partners for payments
processing, so we would pass them off
to Payment Revolution,” said Merritt in
an interview.

In July 2015 Shopkeep announced
$60 million in Series D funding [14].
Led by investor Activant Capital with
support from existing investors, ShopKeep planned to use this injection of
capital to aggressively grow its overall
US customer base, strengthen industry
partnerships, and launch international
operations, starting with the UK this
month. Steve Sarracino, founder of
Activant Capital, joined ShopKeep’s
board of directors as a result of this investment. ShopKeep has raised $97.2M
in funding to date. With its $60 million
of funding in hand, ShopKeep has been
on a mini buying spree this year to grow
its business to the next level to compete
more with the bigger players. That has
included buying Payment Revolution to
add payment processing to is platform,
and Merritt says there will be others to
come. “There will be more consolidation,” he predicts. “The players that have
the infrastructure to serve merchants
in the long haul are the ones who will
lead it.”

As for what areas that might touch,
he notes that e-commerce has not
been as much of an emphasis for
ShopKeep in the past, but the trend for
omnicommerce — where people have
seamless experiences of discovering,
buying and selling goods and services
wherever the buyer may be — is definitely a strong one that ShopKeep will
be looking to be more active in going
forward. It’s also currently talking to a
number of third parties also for partnerships to develop this area.

The company is currently on track
to process $6 billion in payments on
its platform on an annualized basis
from some 20,000 merchants, making
it smaller than Square ($30 billion in
2014), and Shopify and LightSpeed POS
(both at $10 billion processed on an
annualised basis).
In March 2015 the
company has acquired
another startup, Payment Revolution, and
will now offer payment
processing as part of its point-of-sale
platform, under a new name, ShopKeep
Payments [15]. This is an agnostic solution, which is capable of working with
the likes of Apple Pay but also whatever
other payment methods and mobile
wallets come down the pipeline. The
terms of the deal are not being disclosed but from what we understand, it
is a tech and talent grab, with Payment
Revolution’s CEO, Etie Hertz, taken
on a new role at ShopKeep as SVP of
Payments. “We speak to a lot of mer-
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CLOVER (US)
The recent wave of
digital payment options
available to consumers has helped foster
a spate of innovative technologies
for receiving payments. To stay in the
game, longtime point-of-sale purveyor First Data launched in June 205 its
latest tablet-based system: the Clover
Mini [16]. The Clover Mini is a small
point-of-sale system that’s aimed at
competing with Poynt, former Google
Wallet lead Osama Bedier’s recently
launched point-of-sale. The Mini will
accept NFC-based payments from mobile wallets like Apple Pay, Android Pay,
and even the soon-to-launch Samsung
Pay. It also has a card slot for chip and
PIN credit cards. The tablet-sized terminal has a PIN pad, multiple USB ports,
and full Wi-Fi capabilities, as well as an
input for an Ethernet cable.
President Guy Chiarello joined First
Data in 2013, he knew things needed
to change: “The company lost its way
around product innovation, and as a
result these other players got into the
marketplace,” said Chiarello. First Data
had acquired Clover in 2014, a mobile
payments app that allowed users to
quickly check out. After the acquisition it pivoted it into a sleek white
terminal complete with an app store,
so merchants could tailor their own
experience.
Point-of-sale terminals are no longer
just about a simple transaction, they’re

about being the entire backend of a
business. For example, since Square
launched its initial dongle, it’s built out
a system for booking appointments,
managing inventory, invoicing, and
analytics; it even offers cash advances to certain customers. Poynt is also
staying competitive by offering an app
marketplace populated by third-party
developers. At a roughly $300 price
tag, it’s also far cheaper than most
terminals on the market. The company
won’t reveal exactly how much the unit
will sell for, because First Data has a
network of banks that sell units on its
behalf and the price can fluctuate, but
it’s fair to assume the price will be in the
$300 range.
Bank of America Merchant Services
launched the Clover Mini [17]. “The
launch of Clover Mini is a response to
our small business clients, who tell us
they want streamlined capability and
innovation,” Tim Tynan, CEO of Bank
of America Merchant Services, said in a
statement. “The built-in layers of security protection also give business owners
peace of mind, so they can focus on
what matters most, their customers and
growing their business.”

After that First Data announced
the availability of Clover Go [18]. The
EMV-enabled card reader plugs into
an iOS or Android tablet or smartphone
and works with a Wi-Fi or cellular
connection, enabling businesses of all
sizes to accept payments outside of a
traditional brick-and-mortar setting,
according to a press release. Clover Go
provides multimerchant and multi-user
functionality, allowing business owners
to toggle between different store locations and grant access to an unlimited
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number of employees. Business owners
can also choose whether to use Clover
Go as a standalone device or take
advantage of its interoperability with
the full Clover product suite. “While the
Clover platform serves businesses of all
sizes, Clover Go is especially beneficial
for businesses with mobile workforces
or entrepreneurs just starting out who
want to accept transactions while complying with the EMV liability shift,” said
Dan Charron, executive vice president
of head of global business solutions of
First Data.
ALLSET, COVER AND
RESERVE (US)
Many people definitely had moments
where they frantically
flagging down a waiter because everything’s taken longer than expected,
leaving them to try to pay the check and
get to their next meeting in just a few
minutes. One (sad) solution is to eat at
your desk, but Allset is taking a different
approach [19], by making the sit-down
lunch process more efficient. You can
make a reservation, place your order and
even pay directly from the app. Then
when you get to the restaurant, you just

tell them your name, and you should get
seated and served in short order. There
are other services tackling reservations,
payments or both, but didn’t combined
with food ordering in this way, with the
goal creating a faster dining experience.
In fact, Allset says it can shave up to 40
minutes from your meal time.
The service launched in San Francisco last year, and the company says
it’s serving 1,000 orders each month
across 50 restaurants. As of today,
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Allset is also available in Manhattan,
with initial restaurants including Palma,
Les Halles, Mari Vanna and Brasserie
Cognac. Les Clos in San Francisco
says it has actually seen a 25 percent
increase in lunch sales since partnering
with Allset. “We’re creating a better
way for busy people to have lunch,”
said Allset CEO Stas Matviyenko. “Our
goal is to help people take a real break,
save time, and enjoy the full restaurant
experience.” “The weekday lunch rush
is a frenetic time for businesspeople
and restaurants alike,” Mickey Bruce,
Owner, The Lunchpad. “We’re excited
to be one of the first adopters of Allset
in an attempt to help diners enjoy a
great sit-down meal without the stress
of watching the clock. On the business
side, we’re looking for the app to bring
in new customers, speed up table turnover, and increase lunch sales by 10%.
We’re glad to say it plays nice with other
reservation apps we use as well. With
Allset, I believe The Lunchpad’s delivering a customer experience that many of
our lunchtime diners are looking for.”
Aj Agrawal, CEO of Alumnify, wrote
in Inc. magazine [20]: “This past year
I received 200 pitches from food

companies. This one was my favorite.” “Recently the struggle I had been
facing was that I could never actually
sit down at a restaurant for lunch. I’m
the kind of person who wants to get
in and out of lunch during the workweek in less than 60 minutes, which is
a constant struggle when you work in
San Francisco. Last week my colleague
Daniel asked me to get lunch with him.
“I can’t,” I told him, “I only have an hour.”
Going to a restaurant, sitting down, ordering from the menu, waiting for you

food, and eating and leaving is simply
not something I can fit into my day.
Looking through my emails, I found a
company who pitched about solving
my problem. It was called Allset.” Here
are a few reasons why the Allset has
won the award for Aj’s favorite food app
of 2015: 1. I don’t have to order takeout
every time I want to eat something fast;
2. I can now go to a restaurant during
my lunch break; 3. I have more options
when it comes to eating. “Part of the
reason for the app’s early success is the
timing. Everyone is busy today, and everyone is looking for ways to save time.
So Allset offers busy people the shortest, frictionless way to a sit-down meal
at a restaurant.” “I believe Allset became
groundbreaker for the food tech market
in 2015 and will look forward to see its
launch nationwide.”
For consumers [21], this allows users
to book tables, and order and pay for
their meals, which will be available as
soon as they arrive at the restaurant at
their desired time. Users can customize
their experience by asking for a table
near a window, and can include special
instructions for their meal’s preparation. For restaurants, the platform
promises quicker table turnover, which
can be helpful in times like a crowded
lunch rush. When using Allset, a $1 fee
is charged to the diner for the entire
group (even if the order is for multiple
guests), while $1 is also charged to the
restaurant.
In March 2015 Cover, a mobile payments app that focuses specifically on
the dining experience, has announced
the launch of the service in Los Angeles
[22]. Cover lets diners check-in to a
restaurant and split the bill via mobile,
offering an Uber-like dining experience.
The app launched in New York back in
October of 2013 and has since raised a
total of $7 million in funding, according
to Crunchbase. Cover subscribes to a
more targeted attack on mobile payments, which has proven to be an incredibly difficult space to tackle. Rather
than focus on the entire peer-to-peer
space, Cover approaches mobile payments in the moment that they’re most
commonly needed: when the check
comes. Cover is currently available
across 240 restaurants in New York, San
Francisco, and now, Los Angeles.
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Reserve, the app
promising to serve as
your “personal dining
concierge,” announced
that it has raised $15
million in Series A funding [23]. The
company was incubated at Expa, the
startup studio created by StumbleUpon
and Uber co-founder Garrett Camp.
Reserve has now raised a total of $17.3
million. The round was led by Human
Ventures Capital (a new firm created
by Reserve co-founder Joe Marchese,
whose ad tech startup True[x] Media
was acquired by 21st Century Fox
in December) and by Expa. To use
Reserve, you provide the time window
when you’re looking for a reservation,
then the app gives you a list of recommended restaurants in your area. Once
you’ve chosen one or more restaurants
from the list, the app will work to get
you that reservation — if it can’t find
something at the location(s) of your
choosing, it will come up with openings
at similar restaurants in your time window. Co-founder and CEO Greg Hong
noted that despite the app’s name, it
doesn’t just handle reservations. It takes
care of payment, too, using the credit
card information that you’ve entered
into the app. That can save you an
awkward wait at the end of your meal —
and Hong said that even when you
don’t have to wait a million years for
your check, all the social cues around
fighting over the bill and filling out the
tip can take “a delightful experience”
and make it “very transactional.” (Plus,
adding a bill-splitting feature is at the
top of the team’s to-do list). At launch,
Reserve was available in New York,
Boston, and Los Angeles. Since then, it
launched in San Francisco, added more
restaurants (bringing the total to more
than 110).

Opentable (US)
and Quandoo
(Germany)
Leveraging its vast network of
eateries, OpenTable made a foray
into the mobile payments business
last year [24]. The company billed the
new feature as a way to streamline the
dining experience by alleviating the
hassle of paying the check at the end
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of the meal. With the new system, users
can add a credit card to their accounts.
When a customer sits down at a participating restaurant, the reservation is
automatically linked to the corresponding table and tab. He or she can view
the itemized order through OpenTable’s
mobile app, specify a tip and pay via
iPhone without waiting for a bill. A brief
perusal of the Terms of Service make
it clear that OpenTable knows plenty
about its customers. Among information the company purports to collect:
name and contact information, current
and prior reservation details, order history, dining preferences, demographics
and precise location data. The company pairs such user data with information from “Third Party Platforms.” The
wording here is purposefully vague,
but it is certainly plausible that the
company could use outside research
firms to cobble together a whole host
of personal information like income,
age and spending habits. For users who
make payments via the mobile app,
OpenTable reserves the right to share
its customer dossier with the restaurant
“for its own purposes”.
Restaurant reservation service Quandoo,
a major European rival
to OpenTable, was
acquired by Japan’s Recruit in a deal worth 27.11 billion yen,
that’s around $219 million [25]. Berlin-based Quandoo, which was founded in 2012, took a strategic investment
from Recruit — via its RGIP venture
capital fund — in October 2014, and
in March 2015 the Japanese company
has returned to snap up the remaining
92.91 percent of the company to give
it 100 percent ownership. Quandoo
is an online reservation system that is
used by over 6,000 restaurants in 10
countries in Europe, South Africa,
Lebanon and Singapore. The company said that it is seeing particular
momentum in Germany, Italy, Austria,
Switzerland, Turkey and Poland, but it
did not provide more specific figures.
Quandoo closed $25 million in new
funding in summer 2014 to increase
the competition with OpenTable and
expand into Asia and Latin America.
Recruit is likely to help on that front,
particularly in Asia.

TOAST (US)
Toast, which develops restaurant pointof-sale technology that
is built on the Android
operating system, has raised $30 million in Series B funding [26]. Bessemer
Venture Partners led the funding round
for the company, which has been
backed by GV, the venture firm formerly known as Google Ventures. GV’s earlier investment was led byRich Miner, a
co-founder of Android. In recent years,
many investments have been made into
point of sale systems that largely run on
iOS for iPad.
When Chris Comparato joined his
former colleagues at Toast, a service
that includes a point-of-sale tool for
restaurants, raising new financing to
continue scaling the company was
near the top of the list. Comparato says
[27] the company has more than 1,000
customers, growing from “hundreds”
to “thousands” in the past year or so. “In
general, our vision is to really enable a
world where restaurants of all different
sizes deliver the best customer experience by leveraging [an online service
that includes point-of-sale],” he said.
“That means providing a better experience for waiter and waitress who want
to create orders much more nimbly, or
a better guest experience for customer
and patron, and we feel tech can be an
enabler.”
Of course, raising financing wasn’t
the only thing on Comparato’s mind.
Numbers one and two on his list, he
said, were expansion of sales and
marketing across the U.S. and expanding the company’s research and
development efforts. Both of those are
capital-intensive because they require
increasing headcount at the company — which already has more than 170
employees, he said.
Another goal for 2016, he said, was
to add a suite of tools that allow Toast to
integrate with other services. For example, Toast may offer a delivery tool, but
restaurant owners may want to go with
other services instead. Instead of forcing
restaurants to rely on Toast’s in-house
services, they will hopefully be able to
integrate with other services, he said.
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Among those milestones, Toast
recently reached around 140 employees and plans to add more than
15 new employees every month,
according to Ellie Mirman [28], Toast’s
vice president of marketing. The
company also recently upgraded its
space, going from 7,000 square feet
in Cambridge to 40,000 square feet
at the new Hatch Fenway co-working
space, giving it the capacity to more
than double its workforce to 250,
possibly within the next year, Mirman
added. That’s a far cry from the 15 or
so employees it had at the beginning
of 2014. On the funding side, Toast
recently disclosed that it raised nearly
$3 million in debt financing from five
unnamed investors and that it’s looking to raise an additional $15 million.
The company, which had raised about
$7 million before.
And the company now finds itself
competing against … Oracle, which
last year bought Micros, one of the
dominant makers of cash registers and
related software, for $5.3 billion. (At
the time, Micros had its technology installed in more than 330,000 locations,
and employed 6,600 people). NCR,
with a market cap of $5 billion, is also a
major established player in the market
for what are sometimes called “pointof-sale systems.”
Every quarter, the startup holds an
employee hackathon to encourage
employees to work on enhancements
to the product — or develop future
product concepts [29]. They have 24
hours to work as teams, and last Thursday, they were presenting the projects
from their summer hackathon. (Comparato noted that several team members had stayed in the office all night).
Among the projects were software that
tried to predict a restaurant’s future
sales based on day of the week and
weather, and a tutorial that could make
it easier for employees to learn how to
use Toast. But several of the hackathon
ideas suggested that once Toast attracts
enough restaurants to its point-of-sale
system, it may start building apps and
services for consumers, like a way
to pay your check quickly by tapping
your table number into your phone (or
Apple Watch), or sending a digital gift
certificate to a friend. Comparato says
consumer-facing apps could debut as
early as 2016.
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GROUPON
BREADCRUMB (US)
At the beginning of
2015 year, Groupon
considered spinning
off its restaurant software business,
Breadcrumb [30]. But Groupon has
decided to hold onto the business for
now, according to sources, and some
big changes have happened as a result.
First, Breadcrumb founder Seth Harris,
who has run Groupon’s restaurant
software and payments business since
his startup was acquired in 2012, has
left the company. At the same time,
Groupon has cut about 20 positions
in the Breadcrumb unit, according to
a spokesman, out of about 80 to 100
people that sources say worked in the
group. In a statement, Groupon’s Bill
Roberts said, “Breadcrumb is a great
business, and we’ve made some operational changes to better position it for
accelerated growth. There were some
position eliminations as we chose to reallocate resources to other areas.” Rudd
Davis, who joined Groupon last year in
the acquisition of his startup, Swarm
Mobile, is replacing Harris.
Part of the thinking behind the
acquisition of Breadcrumb was that it
would allow Groupon to build closer
relationships with small businesses
and make it easier for them to redeem
Groupon deals, which might lead to
their doing more business with Groupon. Breadcrumb, however, also has
a host of high-end restaurants as customers who don’t regularly do business
with Groupon beyond their software
and payments relationship. It’s not clear
why Groupon has decided to hold onto
the business after talking to potential
acquirers earlier this year about a partial
spinoff or sale.
Over the past few years, Groupon
has looked to evolve from solely a
daily-deal business reliant on email
offers to one that also sells products on
its marketplace. But the transition has
been bumpy, and Groupon’s stock is
currently trading at its lowest point in
more than two years.
In May 2015 Groupon has been
expanding its footprint beyond daily
deals for some time, and the com-

pany is doubling down on its investment in its restaurant point-of-sale
system Breadcrumb with a new app
designed to bring live sales data to
the iPhone [31]. With Breadcrumb
Live, the company is offering restaurant owners the ability to pull up sales
information, check counts, performance trends and other analytics,
even when they’re away from their
business.
Now with Breadcrumb Live, Groupon is extending the functionality of
its Breadcrumb Pro platform to mobile phones. The app itself is free, but
requires business owners to subscribe
to the Breadcrumb Pro service on a
monthly basis with plans that start at $99
per month for 1 iPad and go up to $399
per month for up to 10 iPads. The idea
is that a restaurant, bar or club owner
can purchase this system to allow staff
to manage tables, customize menus,
handle checks, set schedules, track tips
and keep tabs on the business in general
from any web browser or iPad.
BreadCrumb Live, meanwhile, is
about bring the business’s key data and
trends to the iPhone, offering details like
total net sales, average check size, top
categories, revenue trends, traffic and
customer trends, number of guests, data
on comps and voids, and more. In other
words, it’s largely designed for the owner or manager who needs to stay on top
of the business at any time, even when
he or she is away from the venue itself.
SHOPIFY POS
(CANADA)
Shopify is a leading
cloud-based, multichannel commerce
platform designed for small and
medium-sized businesses. Merchants
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can use the software to design, set up
and manage their stores across multiple
sales channels, including web, mobile,
social media such as Pinterest and
Facebook, brick-and-mortar locations,
and pop-up shops. The platform also
provides a merchant with a powerful
back-office and a single view of their
business. The Shopify platform was
engineered for reliability and scale,
using enterprise-level technology
made available to businesses of all
sizes. Shopify currently powers over
175,000 businesses in approximately
150 countries, including: Tesla Motors,
Budweiser, Wikipedia, LA Lakers, the
New York Stock Exchange, GoldieBlox,
and many more.

Shopify has released a new app
[32], Shopify POS, that adds more
functions, refines the user interface a
bit and adds point of sale capabilities,
allowing users to take payments via
the app. Users can link their existing
Shopify account and stores or create
brand new ones. Cash and credit cards
are acceptable by manually entering
them in or using a free card reader from
Shopify, similar to a Square reader. You
can also track sales, view reports on
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how your business is doing and even
get customized projections. You can
manage your storefronts consummately, with the app allowing you to change
or add items with a few taps. You can
even take a picture with your phone
and add it in as an item for your store.
The app also has automatic tax figuring
by location, order synchronization with
all your other terminals, browsing and
searching collections of items, emailing
customers their receipts and even adding customers to order tracking so they
can get a better look at the progress
of the product from their initial click
on the “buy” button until it arrives at
their door. Notes viewable by both the
customer and the merchant, or just the
merchant, can be added to any order.
Finally, the app and service come with
24/7 customer service.
If the thought of having an all-inone storefront is appealing enough for
you to want to give Shopify’s service
a spin, getting started is free. Fees are
$9 a month, along with 2.7 percent of
each transaction, relatively low for this
sector. This mean the app and service
aren’t for everyone, but if your business
is a bit too big to manage or you’d like
to save yourself a little bit of num-

ber-crunching headache, hit up the
source link.
In September 2015 Shopify announced [33] the launch of its new
credit card reader that will allow
Shopify merchants in the U.S. to
securely accept chip and pin, tap, and
swipe credit and debit cards as well as
contactless payment technologies like
Apple Pay. “With our new card reader,
our merchants will be able to accept all
of the most popular forms of payment

available on the market today.” All
U.S.-based merchants that pre-order
the new card reader will be enrolled
in Shopify’s Liability Shift Protection
Program. This protection program
covers merchants against fraudulent
chargebacks made using Shopify’s existing swipe credit card reader until the
new card reader is received. “Shopify
merchants can pre-order the new card
reader for $99, and accept credit cards
with rates as low as 2.2%.”
In October 2015 Uber partnered
with Shopify [34] to power same-day
deliveries for its merchants in New York
City, Chicago, and San Francisco. The
companies, according to a statement,
plan to “roll out additional cities over
time.” UberRush had been operating in
an experimental capacity in New York
for about a year, with today serving
as its “official launch.” Uber is already
transporting more than just people
throughout its most popular cities. In
addition to UberRush, it has launched a
grocery delivery service called UberFresh and a food delivery service called
UberEats. Its competitor in the courier
space, Postmates, has partnerships to
make deliveries for giant companies like
Starbucks, Apple, and Walgreens. Uber
may be starting with smaller merchants
via Shopify, but according to reports,
larger brands won’t be far behind.
In July 2015 the company expanded
the capabilities of its iOS point-of-sale
system with the launch of nearly a
half-dozen apps for the platform [35],
allowing merchants to add custom
features to their point-of-sale solutions
without having to upgrade to a more
expensive POS platform. The apps are
available now via Shopify’s existing App
Store, and include those that will help
merchants run promotions, upsell to
customers, turn their Wi-Fi into a marketing tool, offer wholesale discounts
to select customers, plus print invoices,
labels, receipts and more. The current
lineup available today includes loyalty card app Appcard, Ultimate Sales
Manager, Turnstyle (the Wi-Fi app),
Supple Wholesale and Order Printer.
Four of these apps are made by third
parties, while one is Shopify’s own. To
download any of these apps, merchants can visit Shopify’s App Store,
and head to the new, dedicated section
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that features apps for the POS. Then
it’s just a matter of clicking the “Get”
button to install the app. Once installed,
merchants can then access these apps
in a number of ways, depending on
what type of app it is. For instance,
apps that affect checkout flow will be
available by clicking a button (the one
with three dots) at the top right of the
screen, while other apps are able to be
accessed after the guest checks out. All
the apps and their associated settings
are also found in the Apps section of a
merchant’s Shopify Admin, the company says.
Developers can build apps using
the Shopify POS App SDK, and are
able to set their own pricing. However,
Shopify will offer guidance on pricing
when apps are submitted to its store for
review, the company says. In addition,
Shopify takes 20 percent of sales for
these apps and the developers keep the
remaining percentage. Like the Shopify
App Store, which has grown to over
1,000 apps since its launch in 2009, the
company wants to expand the number
of apps for the Shopify POS in much of
the same way.
In April 2015 Shopify had filed an F-1
document [36], indicating that it will
sell shares to the public market. The
company indicates in the filing that it
will raise $100 million in its IPO. Shopify
has raised $122 million to date. At the
time of its last capital raise, Shopify was
valued at $1 billion, something that
TechCrunch noted is nearly unheard of
for a Canada-based technology startup.
At that time, we reported that Shopify
was diversifying into offline commerce.
ALBERT (Australia)
Commonwealth
Bank of Australia
expects [37] tens of
thousands of its new
Albert point-of-sale devices to appear
in Australian restaurants, cafes and retail
stores, transforming payments and
gathering richer data. CBA customers
will be able to use Albert, a wireless,
7-inch Android tablet with touchscreen.
Launching the new Albert device, CBA’s
managing director of payments and
cash management Gary Roach also
confirmed the bank’s German technology partner Wincor Nixdorf would
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distribute the device internationally,
creating a new revenue stream for the
bank offshore.
The Albert is a wireless, seven-inch
Android tablet with a touch screen, a
secure EMV [Europay, MasterCard and
Visa] interface for accepting chip and
PIN cards, technology to enable contactless payments, a receipt printer, and
3G and Wi-Fi connectivity. Customers of
CBA with enough cash turnover will be
able to access the Albert devices as part
of the bank’s existing merchant plans.
The Albert runs on an open-source
platform and CBA expects external application developers to help merchants
customise their customer experiences.
CBA has developed eight apps that
will come pre-loaded onto the device,
including a cash counter and an app to
split bills. Other apps will be developed
by the bank along with merchants
and third-party developers and made
available through the CBA-controlled
Pi App Bank. Some 800 developers
have already registered to build apps
for the device.
MOBIKON
(Singapore)
At a time when
food-related tech
start-ups have started
downsizing by sacking employees to
manage costs better, Mobikon, a Puneand Singapore-based start-up is swimming against the tide [38]. The start-up
is ramping up operations and plans to
partner with 10,000 restaurants in India
and South East Asia over the next two
years; it will hit the road hit the fundraising highway in the next 2-3 months.
Mobikon builds software that caters
to the whole spectrum of the restaurant
business such as marketing, increasing
engagement with customers, and reservations, among others. The company,
founded in 2009 by Samir Khadepaun
and Salil Khamkar, currently works
with 2,000 restaurants in India, Manila,
Singapore, Kuala Lumpur and Dubai. At
present the revenue split between India
and SEA is in the ratio of 50:50. Khadepaun feels that in future revenues from
International market may go ahead of
India. So far Mobikon has 4 million diner
profiles and has generated till now over
2.5 million reviews.

Khadepaun said that the sky-high valuations that the food-tech segment saw
made several players enter the business.
“Because of this competition restaurants
now ask for freebies and freemium
offers. Even when we go to restaurants
they ask us for freebies,” he added.
Khadepaun also believes that what
differentiates them with other start-ups
is that they have not got into the crazy
valuations and fund raising game.
In November 2015 Delight Foods
which sells Indian food brands online,
has raised Rs 4 crore ($605000) from
a family office and Mobikon [39], is
planning to expand into Southeast Asia.
Delight Foods will use the funds raised
for marketing, brand building, increasing product categories and expanding
operations to beyond the NCR.
In that time Mobikon has partnered
with Bank of the Philippines Islands
(BPI) in Manila to expand its footprint in
the Southeast Asia market. This will be
a win-win situation for both the parties
as BPI will provide Mobikon’s platform
and analytics dashboards to restaurants
which help BPI bank to gain higher
share of mind among its merchants and
position the bank as a highly contemporary leading bank in Philippines. “This
deal is a breakthrough for us. We will
be looking at similar partnerships as we
scale in different regions. When everyone is going after discounting, physical
acquisitions and spending more dollars,
Mobikon is going a smarter way of
partnerships and would use the same
model to further scale in India and
other regions besides Manila. These tieups are in line with our expansion plans
across S.E. Asia and would provide a
value proposition to merchants,” said
Samir Kadhepaun, CEO of Mobikon.
In October 2015
Mobikon has raised
funding from fintech-focused Life.
SREDA [40] and
Qualgro, an Asean fund. In July 2015
Mobikon has received $2.3 million in
new funding led by returning investor
Jungle Ventures [41]. Mobikon said in
a release that it will help the company
expand its tech capabilities and expand
to new geographies such as Jakarta and
the United Arab Emirates. “This strategic
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funding will boost Mobikon’s expansion
in South East Asia. Qualgro and Life.
SREDA, besides the funding, brings in
a huge network of mPOS and Cloud
POS players which will help Mobikon to
scale quickly,” said Mobikon’s co-founder and chief executive officer Samir
Khadepaun, who started the company
in 2009 with Salil Khamkar.
Restaurants typically use different
software ad platforms for various functions such as reservations, ordering and
accounting. Mobikon brings all of that
on a single dashboard, making it easier
for its clients to manage operations
across multiple locations. Its automated
marketing software also makes it easier
for restaurants to get feedback from
customers and run targeted campaigns,
such as invitations to a referral programme or complimentary products for
high-value customers.

In August 2015 Mobikon announced
that it has acquired Singapore-based
Trii.be [42]. The company said that the
acquisition has expanded its reach to
over 300 outlets in Singapore and over
1,700 outlets across Asia, with India
accounting for more than 800 restaurants. Some the leading brands on Mobikon’s platform are Little Italy group,
Pan India Foods, Pizza Express in India,
Red Carb, NIU in Manila, Swensens,
Select Group, Secret Recipe, Alt Pizzas
in Singapore.
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8 more POS
startups
that want a
piece of sea’s
consumption
boom
It’s no secret that SEA’s growing
economy is largely fuelled by brickand-mortar consumption. While not
immediately obvious, this presents
great opportunities for tech startups,
namely those offering creative solutions for point-of-sale (POS) systems at
the checkout counter [43]. Traditional
POS systems consist of a basic computer, barcode scanner, receipt printer,
cash drawer, and card reader for debit
or credit transactions. Until recently,
these devices, which are ubiquitous in
the archipelago, were archaic and lim-

ited. But several new firms are making
headway with POS tech. Brick-andmortar merchants now have increased
freedom and options when using their
sales equipment. POS systems in Indonesia are becoming easier to use, more
affordable, and more versatile, as they
can now be linked up with your tablet
or smartphone. Cloud computing has
recently been introduced. In no particular order, here are five POS startups that
are shaking things up in Indonesia.
Moka from Indonesia is a mobile
POS startup that lets users do nearly
everything via iPad. With Moka, users
can ring up transactions, accept
payments, and create reports. Everything done through Moka is stored in
its real-time cloud. With Moka’s cloud
tech, Indonesian business owners can
manage multiple stores and instantly
know what the best-selling items are

at different locations. Moka also allows
for instant inventory checks. Users can
get all their sales intel without leaving
home. The app also lets merchants
track and manage employee activity.
Moka monetizes through a subscription business model to the tune of Rp
250,000 (US$19) per month.
While Moka uses iOS as its preferred
bread and butter, its direct cloud-based
competitor Pawoon from Indonesia zeroes in on Android. The startup
claims its product is well-suited for
small and medium enterprises in retail,
cafe, and restaurant businesses. According to Pawoon, its system lets users
view reports, manage stock across
multiple stores, and track customer
behavior. Pawoon’s price breakdown
is relatively simple. If your business has
one POS machine in one location and
processes less than 300 transactions
per month, then its service is free to
use forever. The second option allows
for unlimited locations, unlimited POS
machines, and unlimited transactions
for Rp 199,000 (US$15) per month.
While Moka and Pawoon have chosen different operating systems, Olsera
(also from Indonesia) is available on
both iOS and Android. Olsera is also
unique because it lets brick-and-mortar
shop owners venture into ecommerce
by building their own estores. Olsera’s cloud-based POS system is then
applied to the merchant’s website and
physical stores, and users can access
inventory data, sales histories, reports,
and analytics. Olsera has three different
pricing options, depending on whether
the merchant wants to run an online
shop, a brick-and-mortar shop, or both.
Monthly prices range anywhere from
Rp 49,000 (US$3.75) to Rp 179,000
(US$14) with potential discounts, and
the startup claims to offer personalized
support for its users, day and night.
Fourth Indonesian startups — Dealpos — claims to be the first online POS
software that offers offline browsing
and check out functionality. The product lets merchants assign serial numbers to items, keep track of customer
orders, and build loyalty programs. It
also lets them create store promos,
apply instant discounts, conduct
transactions in multiple currencies, and
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convert them back to a base currency.
Dealpos has a starter package for US$15
per month that allows for one outlet,
one register, and three users. Its standard package costs US$25 per month,
but allows for unlimited users. Each
additional outlet costs another US$25
per month, and each additional register
is another US$10 per month.
Fifth Indonesian
player — Omega POS
Cloud — is arguably the
most traditional startup
on this list, as the POS
system software must first be installed
on the cash register’s computer. However, the firm still incorporates cloud
tech into its product, and store owners
with multiple outlets can link all their
inventory data together. Omega POS
Cloud runs on Microsoft Windows, and
the firm claims the software is applicable across the board, from restaurants,
cafes, and clothing stores, to bakeries,
mini markets, furniture shops, and
more. Omega POS Cloud offers two
pricing options. While the cost for
ongoing cloud service is not listed, the
starter kit costs Rp 599,000 (US$46)
with six months of free cloud service.
The second option is the “softcopy”
which only applies to online sales, and
costs Rp 125,000 (US$10).
One promising company from
Vietnam in the mix is Haravan [44],
Seedcom’s ecommerce platform
startup. From the outside, Haravan (an
alliteration of “Hai Ra Vang”, meaning
to pick gold like you pick fruit) may
resemble a Shopify for Vietnam. That’s
precisely what Haravan is doing; it’s a
platform for shops, retailers, and new
SME ecommerce merchants to run their
businesses offline and online. To the
average Vietnamese user, it may look
like a WordPress clone, where you can
create a website using provided free
and paid templates. But Haravan takes
WordPress and Shopify’s basic core
concept and expands on it considerably, placing it firmly into a Vietnamese
context. This is rare in Vietnam, where
copying is rampant but shallow. Haravan is a case where the cofounders
identified a problem and then found a
model that fit. They started with Vietnam’s burgeoning underserved SME
ecommerce market, researched various
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models, and ended up with Shopify.
It’s easy to spot the rapidly rising
number of hotels and restaurants in
Vietnam. But despite the industry’s
noticeable growth, managing a hotel or
chain restaurant still takes a lot of work
and innovation. That’s where Hottab
comes in [45]. It’s a new Vietnamese
startup that offers a new solution for
point-of-sale (POS) management for
F&B business. Hottab provides service
tablets and a POS system for food and
beverage (F&B) businesses. A cloudbased system connects all devices
using Hottab. It includes an application
installed on tablet devices that allows
waiters to create new orders. It also
enables customers to self-order at the
table.
Point-of-sale (POS)
system startup StoreHub from Malaysia [46]
is considering to power
its regional expansion
and product development. Co-founder
Fong Wai Hong said the company was
open to strategic investors who can
help StoreHub scale in the region and
China, as well as open doors to possible technology partnerships. “We want
to expand in Asia Pacific, with a focus
in Southeast Asia, and potentially China
because we have a team there,” he said
of plans for the next six to 12 months.
In the last quarter of 2014, StoreHub
received two rounds of funding, one in
the form of a MYR500,000 ($167,000)
grant under Cradle Fund’s CIP 500 programme, and an angel investment of
$100,000, in which the angel investor
took up a low double-digit percentage
stake in StoreHub. StoreHub’s customers now include big-name cafes, food
trucks, retail outlets, mini markets and
pharmacies. Its POS system is also integrated with three Malaysian banks —
Maybank, CIMB Bank and Hong Leong
Bank’s mobile POS (mPOS) credit card
payment system, which technology
is courtesy of another local startup
SoftSpace.
KERU
CLOUD (China)
In April 2015 Restaurant management
software-as-a-service
startup Keru Cloud announced it has

secured RMB 66 million (US$10.7
million) in series B funding led by Baidu
and Tianxing Capital (hat-tip to 36kr)
[47]. Fangjinglin Investment and Kaixing
Capital also participated in the round.
This was Baidu’s second investment in
Keru Cloud after a low-key contribution
in April 2014.
The startup aims to be an all-inone solution for restaurants and other
businesses to go digital. It reports 3,000
restaurants nationwide, including
Beijing, Shanghai, Guangzhou, and
several more Chinese cities. By the end
of this year it hopes to up that number
to 20,000 merchants.
Offline, Keru Cloud’s flagship tablet
app can be used by restaurant staff to
input reservations, add parties to the
queue, take orders, and run customer
loyalty programs. For customers ordering takeout or delivery by phone, restaurants can take the orders, add customers
to a database, and allow them to track
the status of their order online.
Then there’s the mobile part of Keru
Cloud, which is the coup de gras of
what it has to offer. The startup creates a mobile web app through Baidu
Connect and a WeChat public account
for each of its client restaurants. These
digital storefronts contain vital info like
maps, menus, special discounts, and
online ordering. A Baidu spokesperson
tells that Keru Cloud “fits in very well
with what we’re doing as far as connecting people with services.” The Baidu
Connect program last reported 600,000
businesses on board, though we’ll likely
seen an increase in that figure when the
search giant’s next quarterly earnings are
announced next week.
Searching for a local business
signed up for Baidu Connect on Baidu
Search will bring the user straight to the
web app. In the case of Keru Cloud’s
restaurants, this allows customers to do
things like book a table, order takeout,
or keep track of their place in a long
queue. Baidu Maps and Nuomi, the
daily deals site that Baidu bought from
Renren last year, are incorporated into
the web apps as well. In addition, Baidu
Connect also gives businesses analytics
and online marketing capabilities.
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With its latest cash injection, Keru
Cloud plans to enter into more service
sectors, such as gyms, massage parlors,
and spas. The startup will also increase
investment in product development
and expand its sales and operations
teams.
ZOMATO (India)
In April 2015, barely
five months after raising
US$60 million [48],
restaurant finder app
Zomato has swallowed another US$50
million in a fresh round of funding from
existing investor Info Edge, a public
listed online classifieds firm, among
others. This round brings the total funding in the six-year-old company to over
US$163 million.
Zomato has a presence in 22 countries, in many of which it is already the
leading player. It claims to have a user
base of about 40 million. Much of Zomato’s prior funding has been spent on
overseas and national expansion. Last
year, it went on an aggressive acquisitions spree, during which it acquired
Urbanspoon, Yelp’s biggest competitor
in the US. Besides regional expansion,
the firm has also been making vertical
expansions. It is working on transforming into an online food ordering
site. Other funded players in India that
provide these services include Rocket
Internet-backed FoodPanda, and multiple VC-backed TinyOwl.
In that time Zomato has acquired
MaplePOS [49], a cloud-based point of
sale product for restaurants at an undisclosed sum. It has already renamed
the MaplePOS product to Zomato Base.
Founded in 2011 by Delhi-based MapleGraph, MaplePOS offers restaurants
features such as menu and inventory management, and has a built-in
payment solution to accept debit and
credit card payments. This is the first
product acquisition for Zomato after it
acquired seven companies in various
parts of the world. On the acquisition,
Deepinder Goyal, Founder and CEO,
Zomato said, “Zomato is the only
food-tech company in the world which
is building products for consumers as
well as restaurant owners. There is a lot
that can be done if we are able to build
a technology platform that connects
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consumers to restaurants and vice
versa, and we believe that a world-class
cloud-based POS system is the first step
towards building that platform.”

The detailed list of features in
Zomato Base include menu management, inventory management, recipe
management, customer relationship
management, data analytics, electronic
receipts, offline transaction support,
payment gateway integration and a
stealth feature which Zomato claims
will change the way restaurants go
about their business.
In February 2015, Zomato launched
its cashless product in Dubai.

P.S.: Starbucks
mobile experience
in US
Using the existing iOS or Android
Starbucks apps, commuters can
preorder from the full menu of drinks
and pastries on their way to work, get
directions and a time estimate as to
when they’ll be done, walk into the
store, grab them, and go [50]. For Starbucks, it’s a way to reduce “line anxiety,”
which the company believes is eating
into sales. Dan Beranek, the company’s
director of digital strategy who is leading mobile rollout, tells that when you
couple a line with a commuter walking
a block or two out of their way to grab
a drink, it can add up to a daunting 15
to 20 minutes for a customer. Coupled
with the fact that Starbucks can actually
make more money per transaction by
channeling customers to order via an
app, increase order accuracy by making
customers validate every part of their
order, and even one day, load-bal-

ance stores by shunting customers to
emptier locations, the update becomes
a no-brainer. (These same reasons are
why companies like McDonald’s and
Chipotle are both working on mobile-based ordering strategies, too).
“Table stakes for us when we built
this out was that we wanted every
customer to be able to customize every
drink just how they would with a barista,” Beranek tells me as we huddle over
his iPhone, outside of the store. “We
wanted mobile ordering to be an extension of the ordering experience. To
do that, we had to offer every possible
option.” Any drink you select features a
deep customization screen with every
possible option inside, in a long list of
toggles and subcategories that looks
straight out of iOS Settings. That’s
right, every possible option. Because
Starbucks is so customization-focused,
every drink has to be orderable in every
conceivable way. This means there are
over 80,000 potential combinations
for each menu item. “One of the things
that we’ve found is, because customers have to set their order
just the way they want it, there’s
been an increase in order
accuracy,” Beranek says. “When
you communicate verbally with
a barista, sometimes things are lost
in translation.”
In June 2015 Starbucks announced
the expansion of its “Mobile Order &
Pay” system to 21 more states [51], including 3,400 individual café locations
across the U.S.
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Mobile Order & Pay first began as a
pilot program in Portland in December 2014, and has expanded across
Starbucks’ locations in a relatively
short time frame thanks to the way it
leverages the technology infrastructure
Starbucks already has in place. The
company said in March the feature was
rolling out across the Pacific Northwest,
including Seattle, as well as elsewhere
in Washington, Idaho, Oregon and Alaska. At the time, Mobile Order & Pay was
available in 650 stores. In total, there
are over 4,000 locations that support
mobile ordering — or more than half of
Starbucks’ company-owned stores.
The company says the tests so far
have gone well, despite some initial
concerns about the technology from
store managers and baristas. Today,
mobile ordering is seeing consumer
adoption for everything from quick
coffee breaks for office workers to busy
moms with kids in tow to commuters
hopping off the bus and wanting to
grab their drink quickly.
In April 2015 CEO Howard
Schultz said [52], that “the
latest quarter was a “stunning” one for Starbucks”. But
perhaps more important
were the numbers Starbucks
gave on its signature My Starbucks Rewards program. Last quarter,
a record 1.3 million new members
enrolled in the loyalty program to bring
total active sign-ups to 10.3 million.
“We are now seeing large numbers of
last holiday’s first-time gift receivers become loyal, engaged, repeat Starbucks
customers, supporting and contribut-
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ing to the growth we are seeing across
our global base,” Schultz said on the
company’s earnings call. More than $1.1
billion were also loaded on Starbucks
cards during the same period, for 19
percent year-over-year growth. “We
know that increased Starbucks cards
sales drive increased My Starbucks
Rewards membership, and in turn
increased traffic and sales in our stores,”
Schultz said.
Much has been made of Starbucks
not just being a food company but
also a tech company. Kevin Johnson,
Starbucks’ recently appointed president
and chief operating officer, hails from
the tech industry. Starbucks is now
processing more than 8 million mobile
payments per week. “If there were one
word to describe Starbucks’ record performance in the quarter, I think it would
be innovation,” Johnson told investors.
Sure, that’s corporate cheerleading. But
it’s an awfully tech-y thing to say, too.
Starbucks calls it an “espresso shot”
of a store [53]. It’s just 538 sqft in the
heart of Wall Street, and it has no armchairs to sit or power plugs for your
laptop. There’s also no line to order.
Starbucks claims, anyway. Instead, the
pilot store has been streamlined for
the quick in-and-out of commuters on
their way to work. Right when someone walks in, they’re greeted at the
door by an employee holding a mobile
ordering terminal at a small bar. They
place their order from a limited menu,
then walk to the main counter to pay
and pick up their drink. “It’s a really
small space, designed to keep custom-

ers moving through,” a spokesperson
explains, “so, in theory, there wouldn’t
be a line.” (Of course, it’s easy to imagine a line stretching outside the door,
or the small space becoming Lord of
the Flies In Suits during rush hour).
The design is a radical departure for
Starbucks.
The Starbucks vice president of store
design, Bill Sleeth, mentioned that the
Starbucks engine—that line where you
pass a menu, refrigerator, and pastry
case—is key to the Starbucks experience.
It’s, in essence, a proven business model, stamped into their store design across
thousands of locations in the U.S. In the
meantime, you can find the new store at
14 Wall Street. Starbucks plans to open
four more of these espresso shot stores
this year in New York.
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Stripe and competitors
in online-acquiring
Stripe has something of a first-mover advantage, and its deals
with big Silicon Valley companies will give it scale. It has also
shown intelligence in the way it’s going after a global market for
digital payments, which are expected to grow exponentially in the
next five years to $6 trillion.

Payments startup Stripe moved from
the cutting edge of the developers’
world to mainstream business awareness in 2015 [1]. Nearly two decades
ago, PayPal transformed the world of
e-commerce by offering to mask a
user’s credit card information for online
transactions. Today, that baton could
easily pass to Stripe, a San Francisco-based payments startup founded by
two young Irish entrepreneurs, brothers
John and Patrick Collison.

Sometimes the most stunning
changes arise from the smallest of ideas
[2]. Like many Silicon Valley luminaries,
the Collisons dropped out of college--Harvard and MIT, respectively--to
launch their first startup, an auction and
marketplace management system for
eBay merchants. That business, called
Auctomatic, sold for $5 million in 2008
to a Canadian media company, making
the Collisons millionaires when they
were still teenagers.
Collison brothers are startup prodigies [3]. The brothers are good coders,
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for sure. But succeeding in today’s saturated startup market takes more. From
concept to product to sales pitch, the
Collisons have in five short years put
Stripe at the center of Silicon Valley’s
most vigorous crosscurrents.
Stipe’s raked in tens of millions
of venture capital; sealed important
payments deals with prominent companies; and brought on high-profile executives who should help the company

grow and scale. And, as e-commerce
moves increasingly to mobile, Stripe
has positioned itself to capture the
momentum, financial industry analysts
say. Meanwhile, the milestones of 2015
have laid the groundwork for next year
and beyond.
Stripe operates in the $1.5 trillion
global e-commerce market. It lets
merchants process credit cards directly
from their own desktop and mobile
platforms, by way of a few lines of code.
Its simplicity is considered groundbreaking by many industry analysts.
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For businesses, the service is aimed
at improving the payment experience
by keeping customers at merchants’
websites, and by reducing the time it
takes to pay. That, in turn, increases
the likelihood customers will buy, and
come back to buy again.
In the past year,
Stripe has struck
blockbuster deals to
support Apple Pay,
the Cupertino, California, tech giant’s
digital wallet, as well
as Google’s Android Pay and payment
capabilities for other Silicon Valley
luminaries including Facebook, Twitter,
Lyft, Pinterest, and Salesforce. Big companies including American Express and
Sony have also lined up, and it’s gotten
a strong boost in China by processing a
chunk of payments for Alibaba’s Alipay.
Meanwhile, in July, Stripe landed
$90 million in a Series C round led by
Kleiner Perkins Caufield & Byers, Visa,
AmEx and Yuri Milner’s DST Global. That
pushed Stripe’s valuation to $5 billion
[4]. All told, Stripe has raised nearly
$300 million from prominent investors,
including PayPal founders Elon Musk
and Peter Thiel, as well as gold-plated
VC firms such as Andreessen Horowitz,
Khosla Ventures, and Sequoia Capital.
Even if you haven’t heard of Stripe,
you’ve used it if you’ve called a car on
Lyft, ordered a delivery on Postmates,
or backed a project on Kickstarter [5].
The company that processes billions
of dollars a year for tens of thousands

of businesses and startups introduced
Relay, a service that adds one-click
buying to mobile apps, most notably
Twitter. It also lets people buy straight
from the ads that run in mobile apps.
Stripe’s proposed fix, Relay, builds the
whole buying process right into an app
that integrates it—and Twitter was the
biggest example announced today. Instead of clicking on a link in the Twitter
app and going off to an e-commerce
site like Warby Parker’s, someone can
now click right on a Buy button in the
tweet and finish the purchase inside
Twitter. “Twitter is already being used
by merchants of all shapes and sizes as
a direct-to-consumer distribution and
communication platform,” added Nathan Hubbard, Twitter’s head of commerce, during Collison’s presentation.
In addition to Twitter, Stripe announced
some other partners, including shopping site and app ShopStyle, which lets
users peruse products from 1,400 retailers, and Saks Fifth Avenue. “We don’t
enable payments for Saks Fifth Avenue,”
says Hughes Johnson. “But now we’re
enabling them to sell products though
an integration through Stripe’s Relay.”

password that cardholders already have
and use to access their Amex accounts
— not unlike PayPal’s password-based
checkout option. Amex also announced
a new partnership with Stripe to help
the new feature pick up critical mass
with more online businesses. The financial terms of the deal between Stripe
and Amex are not being disclosed.
However, Amex confirmed to me that
it is a backer of the payments startup,
something that doesn’t appear to have
been reported before, so it seems to
stem out of that strategic investment.

It may be more than a year out from
the presidential election, but there is
already a clear winner in the race for the
White House - that would be Stripe [6],
which has become the go-to platform
to support the donation systems for
almost half of the major presidential
candidates. Based on filings with the
Federal Election Commission, candidates including Democrats Hillary
Clinton and Bernie Sanders as well as
Republican Senators Marco Rubio and
Rand Paul have all sided with Stripe,
which received more than $800,000
in total donation processing fees from
eight different campaigns. “Campaigns
get that tech and the velocity and quality of their tech teams really matter,” said
Stripe cofounder and president John
Collison. “Over the course of a campaign you have to build sophisticated
commerce, [customer relations management] and data analytics platforms
that work all the time.”

Stripe has a new way for businesses
to track purchases and user activity
[8] — an iPhone app. The app does
basically everything its existing online
dashboard does, but brings it to an interface more suited for a mobile device.
Businesses can also set up notifications
for whenever a payment or purchase
is made or set up a daily summary.
Stripe’s iPhone application also has a
search function.

American Express launched a new
feature for cardholders called Amex
Express Checkout [7], which it says will
let them pay for goods and services on
web, mobile and in apps with a single

Stripe and Intuit started to work
together on a product that will instantly
recognize earnings that on-demand
workers receive and help them optimize their taxes with write-offs for
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Balanced [9], a payments platform
for peer-to-peer marketplace businesses, closed its doors after failing to
grow fast enough, or as co-founder
Matin Tamizi describes it, “reach the
escape velocity necessary to be a large,
innovative, independent player in the
payments space.” The company, a
Y-Combinator alum, has struck a deal
with one of its longtime rivals, Stripe, to
act as its transition partner for existing
customers.

Money of the Future 2015 | Life.SREDA VC | lifesreda.com

work-related expenses [10]. Through
the partnership, people who work for
on-demand platforms that make their
payments through Stripe will be able to
easily connect with Intuit’s new QuickBooks Online Self-Employed software.
Once that’s done, the QuickBooks
product will be able to immediately
recognize payments as income, and
as a result will be able to help workers
track their finances, and especially their
tax obligations.
The company has been focused on
growing its international footprint for
some time, which is another reason
it is teaming up with Visa. CEO and
co-founder Patrick Collison told The
New York Times that Stripe will lean
on the payment giant’s international
presence and know-how to expand its
current coverage of 20 countries. Stripe’s co-founder
John Collison announced at
MoneyConf in Belfast that
the company is launched
across Sweden, Denmark,
Norway and Finland [11].
To enter Japan’s online payments market is to embrace battle with
a hydra [12]. Outstrip one competitor,
another one grows just as a quickly.
Well-known players include the likes of
PayPal Japan, GMO Payment Gateway,
and Rakuten Checkout. Nipping on
their heels is a host of fast-growing
payment-focused businesses led by
Spike from Metaps and Line Paywith
nascent services like Pay.jp from Base
(Japan’s version of Shopify) waiting
in the wings. Nevertheless, Stripe
announced its invitation-only private
beta, with an eye to having a full launch
by the end of the year. Stripe is also
joining this fight with a hefty secret
weapon – a partnership with Sumitomo Mitsui Credit Card (SMCC). SMCC
is part of Sumitomo Mitsui Financial
Group (SMFG), the second largest
financial institution in country behind
Mitsubishi UFJ. Stripe also making its
way to the Singapore market [13].

Competition is
very high:
Braintree,
Klarna, Adyen
and others

PayPal’s Braintree is
now look likely bigger
than Square and Stripe
combined. Braintree
announced that it is on
track to process $50
billion in total authorized transaction
volume in 2015 [14]. Braintree provides backend payment processing for
companies like Munchery, Uber, and
Hotel Tonight. For context, when it was
acquired by PayPal in 2013, Braintree
processed $12 billion.
Braintree has enabled 250 of the
top 500 Internet retailers with PayPal
OneTouch, PayPal’s one-tap mobile
payment method. For instance, in the
J Crew and Nordstrom mobile apps,
shoppers can check out with a credit
card or PayPal. Stripe has a similar offering, enabling Apple Pay, Android Pay,
and an American Express buy-button
for hot startups like Kickstarter, Instacart, and Lyft. Braintree can also outfit
mobile shopping carts with Apple Pay
and Android Pay buttons. Both are also
providing backend processing services
for Pinterest’s buyable pins program.
Even so, with PayPal One Touch,
PayPal stands to make money on both
the merchant transaction and the
consumer wallet transaction. This is
why PayPal head of product and former
Braintree CEO Bill Ready said he made
an early bet on consumer technology
with his purchase of social peer-topeer app Venmo.

Klarna arrived in the US via Overstock.com partnership [15]. Klarna
let’s any retailer put the equivalent of
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Amazon’s “buy with one click” button
on its site. Like Stripe, Klarna handles
payments on behalf of retailers. Klarna
processed an incredible 30% of all
online purchases in Sweden last year
and crunched through $9 billion (£5.81
billion) worth of payments globally. The
company is backed by famous Silicon
Valley VC Sequoia Capital. Collison
name-checked Klarna as one of the
most exciting fintech start-ups in Europe, alongside TransferWise, but didn’t
talk about competing with Klarna in its
home market. For the last few years,
Sweden-based Klarna has slowly and
steadily become a bigger e-commerce
presence than PayPal...in Europe. The
launch partnership will have Overstock
using Klarna Checkout for mobile web
guest purchases in the US. Klarna first
talked about a U.S. expansion back in
Sept 2014. Last December, Klarna said it
would likely spend $100 million on the
U.S. expansion. Klarna has already set
up its U.S. headquarters in Columbus,
Ohio, with offices in New York City and
San Francisco.
What sets Klarna apart from its
competitors is how it analyzes credit
risk. PayPal, for example, requires customers to have a credit card already on
file or money in an account, whereas
Klarna uses an algorithmic risk assessment of the customer based on behavior and credit scores, with the least
risky guests able to make purchases
with just their email and delivery
address and pay within two weeks.
Klarna’s business model assumes the
payment risk in the interim, allowing
those less risky guests (probably 80%
of the time, according to The Wall
Street Journal) to receive and review
the item before paying.

In August 2015 the company’s
valuation has nearly doubled to $2.25
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billion in a secondary offering [16].
Venture-capital firm Northzone,
mutual fund Wellington Management
Co. and foundation Wellcome Trust
have bought about $80 million worth
of stock from company insiders. The
company was valued at about $1.4
billion in 2014 when it raised roughly
$100 million from existing investors.
Klarna promised to launch until the
end of 2015 with at least 10 merchants
in the U.S. using its digital checkout
service. It currently counts about
55,000 merchants in 18 European
markets. Klarna, backed by Sequoia
Capital, DST Global, Atomico and
others, last year had about $300
million in revenue from roughly $7.8
billion in transactions. PayPal, newly-independent from eBay Inc., drew
in $2.3 billion in sales from $66 billion
in transactions.
When shopping on a site that uses
Klarna, a customer only has to enter an
email address and a ZIP Code to check
out. Klarna then pays the merchant and
collects the funds within 14 days from
the customer. That is different than
other payments services that require
customers to enter their billing address,
credit card and other information at
checkout. Klarna claims to have superior fraud detection than other payments
companies, including looking at what
time of day a purchase is made, customers’ addresses and whether they
have used the service before.
A lot has changed since Adyen’s
CCO Roelant Prins worked at
RBS in London [17]. For one
thing, payments is now
“the most exciting thing
on Earth,” he told. Retailers
and services today rely on
retaining customers by offering
them a totally frictionless payment
method, and Netherlands-based Adyen
has been working since 2006 to provide that. The company, which counts
Booking.com, Spotify, Airbnb and
Dropbox as customers, sells itself as
a single global platform for accepting
payments anywhere in the world.
Adyen is not a household name in
U.S. business circles, even with a $2
billion-plus valuation [18]. General Atlantic led a $250 million investment in
Adyen at a $1.5 billion valuation a little

over a year ago. And last year, Iconiq
Capital, which manages the fortunes
of wealthy tech titans including Mark
Zuckerberg, invested an undisclosed
sum that valued Adyen at $2.3 billion.
Index Ventures, Felicis and Singaporean
Temasek are also between shareholders. The privately held payments
company, which has its headquarters in
Amsterdam, Netherlands, announced
that its revenue doubled to $350 million
in 2015, as the company crossed $50
billion in the amount of payments it
processed. The company says it has
been profitable on an Ebitda basis — a
measure of a company’s operating profit — since 2011. Kamran Zaki, Adyen’s
North America chief, said: “We want to
get our brand name out there and …
show we’re at a pretty sizable scale.”

Adyen is 10 years old and was built
to help online businesses in Europe
accept a variety of payment methods,
including credit cards. A few years ago,
it started pitching European retailers and fashion brands on using its
software to accept payments in their
brick-and-mortar stores, too. Now,
today’s financial disclosures come
as the company begins courting U.S.
retailers to also use its in-store payment
tools. The company’s pitch centers on
the idea that retailers can get a better
understanding of their customers if
both online and in-store purchases run
through the same payments platform.
And with that information, retailers can
more easily provide services such as
“buy online” and “pick up in store.” The
company also has a more global footprint, thanks to its European roots, than
a host of competitors.
Not many people have heard about
Adyen, but it has carved out a powerful
place by laying down smooth payment
rails all over the world for the biggest
names in tech: Facebook, Netflix, Spotify, Airbnb, Uber. Adyen can handle 250
payment methods and 187 currencies,
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more than some of the big incumbents
such as Chase Paymentech, WorldPay
and GlobalCollect [19]. Competitor
Stripe, a fast grower in mobile, is in
only 23 countries and 139 currencies.
Breadth matters in global commerce.
Americans may be addicted to credit
cards, but Asians like to pay with their
phone bill. Germans and the Dutch
use bank debit cards. In underbanked
regions like the Philippines and Brazil
people exchange cash for bar-coded
cards to make purchases online.
Adyen doubled its transaction
volume last year to $50 billion, while
net revenue grew a “mere” 89% to $350
million, due to conversion from a weak
euro. While Adyen’s fees fall with volume, the company grosses less than 1%
of every dollar processed, far below the
2% to 3% that Square, PayPal and Stripe
make. This is why Adyen has lower
revenue than Stripe does (an estimated
$450 million last year) on twice the payment volume. It’s not a knock against
Adyen: The company made a profit of
$45 million in 2015 and has been in
the black for five years straight–a rare
thing among unicorns. The companies
are in different segments of the market.
Adyen caters to big, international operations while Stripe targets the startup
app developer community, making up
for lower volume by charging a slightly
higher margin.

The name “Adyen” is Surinamese
for new beginning, and that mentality
became its secret weapon. For global
companies more payment methods
translate into more sales. “We want
to provide a localized experience and
give people their preferred payment
options,” says Airbnb’s payment boss,
Kapil Mokhat. “Instead of building direct
integrations to each payment method,
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we have Adyen.” Spotify, which uses
Adyen for a majority of its international
markets, saw its checkout conversion
nearly double. Evernote, which does
70% of its business outside the U.S.,
went through its global expansion early.
It took three months of work to process
yen using standard payment integration. Says Nancy Magee, director of
commerce at Evernote, “With Adyen we
opened 30 currencies in two weeks.”
Adyen’s next move is into physical
stores. Its new terminals are in use at
stores run by Inditex (owner of Zara),
Lacoste, Crocs and O’Neill. Zara is interested because Adyen terminals mean
one platform for purchases on mobile,
desktop and physical stores, which
makes it easier to deter fraud and offer
loyalty points and real-time discounts
at checkout. Massive incumbents like
Chase Paymentech, Vantiv and First
Data won’t give up ground easily. Van
der Does thinks they will. “They’re
traditional with multiple platforms and
are stuck in what they can do,” he says.
“We’re a true IT company and have the
freedom to move and innovate.”
Optimal Payments Plc (LSE: OPAY),
the group behind the popular NETELLER payment solution, revealed it would
buy rival Skrill Group (Sentinel Topco
Ltd) for a sum of about 1.1 billion euros
in order to expand its online services

[20]. Skrill is one of the largest online
pre-paid cards providers in Europe with
its paysafecard brand. Its shareholders
include CVC Capital’s Sentinel Group
Holdings SA, Investcorp Technology
Partners and others. Back in August
2013, CVC acquired a controlling stake
in Skrill for €600m from Bahrain-based
Investcorp.

French startup SlimPay raised $16.6
million [21] (€15 million) from Prime
Ventures for its payment processing
solution. SlimPay is all about making recurring payments in Europe as
easy and seamless as possible. In a
few clicks, you can set up SEPA bank
account debits without having to mail
an authorization to your bank. The
company also takes care of credit
card payments, but this space is much
more competitive. The startup’s motto
is that SlimPay should be able to take
care of all sorts of payments as long as
it’s recurring. And this is key to understanding SlimPay from an American
perspective. In the U.S., most online
recurring payments take advantage of
your credit or debit card. It’s very rare
that you link your bank account directly
with a newspaper website to pay for
your subscription for example. Even
for your mobile phone bill you can pay
with your credit card.
Job marketplace Freelancer.com
announced that it has agreed to purchase Escrow.com for $7.5 million in
cash [22]. The acquisition was funded
by through an placement of $10 million
AUD (about $7.8 million) in ordinary
shares of Freelancer.com to institutional
investors. As its name suggests, Escrow.
com provides online escrow services
for e-commerce sites by holding
payments for goods or services until a
transaction is successfully completed.
Its commercial partners include eBay,
GoDaddy, AutoTrader.com, and Flippa.
com.
One of the biggest issues with online
marketplaces is that buyers and sellers
rarely know or trust one another, which
often leads to disputes between the
two parties. PromisePay aims to fix this
issue by providing marketplaces with a
payment platform to manage the entire
transaction [23]. The company announced that it has raised an additional
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$2 million from strategic investors like
Mark Harbottle (co-founder of popular
design marketplace 99designs), and
Cultivation Capital (led by Jim McKelvey, co-founder of Square). PromisePay’s solution allows marketplaces to
ditch an in-house payment solution,
essentially outsourcing the entire process. Marketplaces can easily integrate
features like dispute resolution, escrow,
and advanced fraud detection.

According to Forrester, e-commerce market in China will reach $1
trillion in 2019 [26]. It became the
world’s largest e-Commerce market
in 2013 reaching a turnover of $307B.
According to Forrester, that figure grew
up to $440B in 2014 (9,8% of all retail
sales in China). However, according to
other analytical companies mentioned
in our research, Chinese eCommerce

Japan’s GMO Internet is often in the
news as an investor, but this year the
Japanese internet service and online
payment provider was the one receiving funds [24]. The firm announced a
JPY 8 billion (US$65 million) investment
by multinational banking giant Mitsui
Sumitomo to strengthen its GMO Payment Gateway ecommerce payment
solution and aid the startups that it
serves.

turnover is estimated at $180-$220B.
25% of respondents shop on a mobile
phone at least once a week, 15% - once
a day, while 4% - several times a day.
TMall (Alibaba) holds 57% of the eCommerce market, JD.com holds another
21%. TMall and Taobao (another Alibaba
project) combined are holding 85% of
mobile commerce market, while their
closest competitor JD.com has only
7,1% market share.

Turkey’s Iyzico, which provides a
platform to let e-commerce sites and
other apps easily accept online payments, has raised a $6.2 million Series B
[25]. Leading the round is International
Finance Corporation (IFC), the World
Bank’s investing arm, while Istanbul-based VC 212, Endeavor Catalyst,
and Austria’s Speedinvest also participated. The startup has now raised $9.4
million in total since it was founded in
2012.

There’s a myopia blinding e-commerce players to the reality of opportunities in Southeast Asia. Everyone
is looking at Asian economies from
under the shadow China casts on the
economic landscape, which can’t
help but obscure the picture. China is
one of the most developed markets in
e-commerce today and with mobile
commerce via WeChat, the dominance
of Alipay and the entrenched online
shopping behavior it is arguably more
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developed than Western markets. However, businesses are, in fact, wasting
their time and resources expanding into
China and Southeast Asia will be the
next gold rush [27]. China’s e-commerce, m-commerce and payments
lead the world. But China is, well,
China. A less appreciated Asian story is
Southeast Asia where approximately 70
percent of residents do not have access
to traditional banking services (McKinsey), with card penetration in some
markets below 5 percent. Cash remains
the primary means of settlement for
online transactions, braking any significant momentum the region’s e-commerce landscape could potentially
build. And that is the great challenge
and the greater opportunity. With 620
million people, a 400 million-strong
middle class by 2020 (Nielsen), 688
million mobile devices, nearly 200
million Internet users and a GDP over
US$2.4 trillion, the region’s star is rising
fast [28].
2C2P, a Singapore-headquartered
startup, has closed a $7 million Series
C [29] round to help solve the complexities across Southeast Asia. The
round was provided by Hong Kongbased Amun Capital and GMO Venture
Partnersfrom Japan. It takes the startup
at $40 million pre-money, and takes it
to $10 million from investors to date.
Also 2С2P launched in Myanmar [30]
(53 million citizens) first online acquiring platform. Now 900 000 of citizens
who hold Union’s cards are able to buy
goods and services online. 2C2P is not
one of the most prominent startups in
Asia. Omise, a Thailand-based payment
enabler, is in the money after it raised
a $2.6 million Series A [31] round to
develop its payment gateway system
and expand across Asia. Two-year-old
Omise’s funding was led by Indonesian VC SMDV, with participation from
existing investor East Ventures. 500
Tuktuks — 500 Startups’ dedicated fund
for Thailand — and, interestingly, Thailand-based mobile operator True completed the line-up. (Working with a telco
in Southeast Asia often open doors and
scaling opportunities with both partners
and consumers.) In Indonesia the most
popular method of online payments
are manual bank transfers (57%) and
cash-on-delivery 28% [32]. Aliexpress
has partnered with DOKU [33], the
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largest Indonesian online-payments
provider, and launched its services in
Indonesia. In 2015 Indonesia is expected to become the largest e-commerce
market in Southeast Asia.
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that e-commerce growth has broken
all boundaries across the globe. The
success stories have been equally
plausible in India too, with the market
being pegged at US$22 billion by the
end of this year. As a direct consequence, the online payment services
market too has witnessed a huge
growth [34]. Citrus Pay [35] is a leading
online checkout and payment solutions company in India. Headquartered
in Mumbai, Citrus is backed by Sequoia
Capital and Beenos Asia, a subsidiary
of Japanese e-commerce and incubation company Netprice. As per a recent
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Thiel is rumoured to be planning to
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for goods or services online.
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Neo- and challenger
banks are coming
Earlier, when we talked about “mobile banking” — we
meant Simple and Moven, and their competitors, or
rather “followers” of the “first wave”. But now there
is a second wave of interest about this topic. Atom
(UK), Tandem (UK), Secco (UK), Mondo (UK), Monese
(UK), Starling (UK), Anna (UK), Number26 (Germany),
LunarWay (Denmark), Fidor (Germany and UK) — this
time, the focus is not for the United States, but for the
United Kingdom. It happened there after a number of
local regulator steps to stimulate the emergence of
new players and their licensing. Many interesting teams
with great experience and ideas came to the flow.

Chris Skinner is the chairman of the
The Financial Services Club, owner
of banking consultancy Balatro, and
author of several books including
“The Future of Banking in a Globalised World”, wrote [1], that 2016 will
be about mobile wallets, leveraging
what mobile can do at the point of
sale. You’ve already got Samsung Pay,
Android Pay, Apple Pay, Chase Pay, and
a host of other players out there, but at
the moment banks and mobile operators haven’t really understood what the
wallet and pay system can do. That will
start to mature next year into contextual
models which incorporate advice, sales
and marketing. This means having the
data analytics to begin with to know
consumer preferences.
In terms of behavioural changes
in 2016, a key theme will be expectation enhancement. If your friends are
getting great services from a particular bank and you’re not, then you’ll
start question that. So when Barclays’
Pingit came out, other banks stepped
up and launched their own version.
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Most consumers are apathetic about
their bank provider. They don’t see any
advantage in switching, which is why
you typically don’t see anyone doing
so even though the process is now far
easier. Apple Pay is still not achieving
expectations. A lot of people thought
that from day one it would take over as
the wallet of choice for every payment
the consumer makes, which is ridiculous. The service is interesting because
of its Apple Watch integration and the
contactless capability if you’re in London, particularly on the underground or
in stores with contactless payment, like
Starbucks and Costa. The fact that people are using this service highlights how
convenience is driving a fundamental
change in consumer behaviour.
Even so, mobile bank users globally
are forecast to more than double
by 2019, according to a 2015 KPMG
report. Generation Y, the so-called
millennials, born from the 1980s to the
early 2000s, may be the most fertile
hunting ground. Almost 67 percent pre-
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fer mobile apps for banking, compared
with 46 percent of baby boomers,
aged 51 to 69, according to PricewaterhouseCoopers. A study by Viacom’s
Scratch research unit called “Sorry
Banks, Millennials Hate You” found 71
percent of 18- to 34-year-olds would
rather go to the dentist than listen to
what their bank says.

Number26
(Germany)
The German startup
has been trying to reinvent the average banking experience in Germany and Austria. It
is now expanding to six new European
countries — France, Greece, Ireland,
Italy, Slovakia and Spain [2]. Anybody
who lives in one of these countries
since December 2015 can open a bank
account in 8 minutes by downloading
the iOS or Android app. You just need
to make a video phone call and show
your passport to a representative. After
that, you can transfer money to your
bank account and you’ll receive a MasterCard. Number26’s banking partner
(Wirecard Bank) actually holds the
money and holds a German banking
license — your money is safe.
You can set up push notifications
for everything. For instance, every time
you use your Number26 card, you can
receive a push notification to make sure
that the transaction was approved and
there is no fraudulent use. You can temporarily disable features on your MasterCard. For instance, you can block online
payments or ATM use in just one tap.

Opening and maintaining an account
is free — Number26 already makes
money from MasterCard’s cut on every
transaction. Even better, there is no
foreign transaction fee. You can travel
to the U.S. and pay everything with your
Number26 card — you’ll pay the exact
amount without any additional fee.
Number26 is available in German and English but the company
will launch apps and websites in all
languages in the coming months. Your
account will be based in Germany (you
get a German IBAN), but it doesn’t matter if you live in the Eurozone.

The company already
has 80,000 clients
after launching less
than a year ago in
Germany and Austria.

Number26 wants to act as a fintech hub, integrating other financial
products into its app. The company
would like to provide credit, saving and
insurance products in each of these
countries.
In April 2015, the company announced a fresh $10.6 million in
funding, with PayPal cofounder Peter
Thiel’s Valar Ventures leading the
round. This was only Valar’s second
European startup investment.
Though Number26 could have
applied for its own banking licence and
gone it alone, that approach would
have taken longer [3]. By partnering
with Wirecard, and using MasterCard,
it can scale quickly, and it may never
need to obtain its own banking license.
But how much does Number26 want
to scale — it’s now in eight markets,
what about elsewhere? What about the
U.S.? “The financial services market is
not a niche market — if you have one
percent of the German market alone,
let’s say one million accounts, you have
a billion-euro company,” said Tayenthal
from Numbr26. “You wouldn’t even
have to go outside of Germany. If
you go into Europe, that’s 400 million
customers.” Also, the way Number26 is
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currently set up means it can operate
across the European Union fairly easily,
but any move to enter non-E.U. markets
would be a different proposition.
A big red flag for me is companies
that don’t have a clearly defined
monetization strategy. This applies
across all industries — be it an email
client, messaging app, or whatever. If
someone promises great things, but
doesn’t want to charge me, that makes
me wonder. “We and our investors are
not overly concerned about making
fees for now — we’re concerned about
winning customers,” said Tayenthal. “We
can prove that we can win customers
at a fraction of the price that traditional
banks do. Our overhead costs are a
small fraction, and once you get a customer, and they trust you, you can also
monetize.” While the company isn’t announcing a specific plan yet, monetization strategies may include charging for
products such as overdrafts, insurance,
savings products, and so on.
Number26 plans to systematically
“rebundle” and create tight-knit integrations with other startups that focus
on one specific vertical. What this could
effectively mean is that through your
Number26 bank account, you could
access TransferWise’s cost-cutting
currency exchange service, or perhaps
even a Robin Hood-style stock investment service. “Our vision from the start
has been to build Europe‘s first bank
account for the smartphone,” added
Number26 CEO and founder Valentin
Stalf. “We see traditional banks as having failed to adapt to the demands of
the digital generation. The response to
Number26 has been fantastic and we‘re
thrilled to expand to further markets.”
“Design has changed a lot of industries: fashion, travel, music,” Stalf told
the audience at WIRED Money
[4]. “Design may be user experience,
but it’s also about user interface.” And
if you want to be digital-only, this is
where you need to excel. As an example, NUMBER26 has begun customising
bank statements, believing people are
not interested in all their transactions
but only the ones that are irregular.
“I don’t believe in the historical or
chronological model,” says Stalf.

Money of the Future 2015 | Life.SREDA VC | lifesreda.com

Perhaps more important to Stalf’s
lack of fear is the company’s relative
youth when compared to the incumbents. While the average age of
NUMBER26 employees is 28, with 40
percent of them working on the tech
side, Stalf says of the big banks: “Imagine you have people just 55-year-olds
on the board deciding digital strategy. I
already find it challenging to think how
an 18-year-old uses their mobile.”

Atom (UK)
Atom Bank, a UK
mobile banking startup
and app aimed at hip,
youthful consumers
that has yet to launch
its commercial service, announced [5]
in November 2015 that it has closed an
£82 million ($128 million) round of
funding.
The round is being led by strategic
investor BBVA — the Spanish-based
banking giant that last year acquired
U.S. online banking startup Simple for
$117 million. BBVA is taking a 29.5%
stake in Atom Bank for £45 million ($68
million), working out to a post-money
valuation for the startup of £152.5
million (just under $230 million).
Other investors in this round include
previous backers Woodford and Toscafund, as well as Marathon and Polar
Capital. The total raised by Atom to
date is £135 million, and the company,
which picked up a banking license in
June 2015, said that this will be the last
money it raises before launching to the
public in early 2016.
The idea behind these startups is
to disrupt the current banking regime
by doing away with the extra costs of
running brick and mortar operations,
and passing on the savings to their
digital-savvy consumers. (Developing
markets like Brazil, in fact, are particularly interesting in this vein, given their
high proportion of unbanked consumers who own and use smartphones).
Founder and chairman Anthony
Thomson was the co-founder of the
UK’s low-cost flexible banking outfit
Metro Bank. And its CEO is Mark Mullen,
the former chief executive of first direct,

HSBC’s groundbreaking telephone/online-only bank.

Tandem (UK)

The other thing that Atom is banking on to set itself apart is its square
focus on 18-34 year-olds and providing a financial experience that meets
their expectations of services today.
In the lead up to Atom’s invite-only
beta and full commercial launch, the
company — which has been described
as the “Uber of banking” — has been
teasing details of its service, promising to deliver a new kind of bank to a
new generation of hipster savers and
spenders.
The app — which will be the primary way that customers interact with
Atom — has been designed by a team
of engineers who come from the
gaming industry. And the idea will be
to use newer innovations in areas like
push messaging, machine learning and
anticipatory computing to make Atom’s
banking services easier to use and more
likely to be engaged with.
In addition to personal banking
and savings, Atom aims to offer other
services such as business banking,
loans and mortgages, and potentially
some kind of social media forum that it
describes only as “shared wisdom” for
the moment on its site.
For Atom, the BBVA connection
could help it with marketing as well as
help with bigger technical challenges
and operational advice down the line.
And as a bank with no large retail presence in the UK, BBVA has no competitive conflict with its Atom investment.
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Tandem Bank wants to join mobile
bank pioneer Atom in launching 2016
year. Tandem has become the second
digital-only lender to be handed a
banking license [6], as the Bank of
England seeks to increase competition
in the sector. Tandem is the 14th bank
to receive a license from the PRA in
the past two and a half years, as the
authorities at the Bank of England seek
to encourage more competition in the
sector.

The lender — which plans to offer
digital services including current accounts, credit cards and loans on via
mobile apps and its website — gained
approval from the Financial Conduct
Authority and the Prudential Regulation
Authority. Tandem will be a so-called
neobank — a new, online-only, mobile-focused bank with no branches
(although it will have call centres).
Tandem’s founders are Matt Cooper,
co-founder Capital One, and Ricky
Knox, who also founded money transfer firm Azimo. Mr Knox said the aim is
to differentiate the bank from the rest
of the market by using customers’
data to offer good deals on the money
they spend, such as utility bills as well
as on financial products.
“For too long, traditional banks
have made money at their customers’
expense — for example by letting them
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borrow long term on credit cards, or
not advising them to move money into
newer savings products carrying higher
interest rates,” he said. “We want to
build a bank that challenges this model
by putting our customers’ interests first
and by working in Tandem with them
as their partner in money.” That will include helping customer avoid overdraft
charges and missed payments, as well
as finding the best loan and savings
rates even if it is with another bank,
Tandem said.
Knox has a long history in fintech
[7] (financial technology), helping to
found international currency businesses SmallWorldFS and Azimo. He adds:
“The reason there’s an opportunity for
a new digital bank is because there’s a
new generation of people growing up

who have very different relationships
with their institutions. They want mobile
banking.”
He did say that the company is
currently in the process of raising a big
round of funding “similar to Atom’s.
Knox says Tandem differs from Atom in
that it is more customer focused, rather than technology focused. He says:
“We know their crew [Atom] pretty well.
I think the really big difference between
us and Atom is I think Atom are very
focused on the mobile experience as the
driver for everything they do.” Mr Knox
said it would aim to work with people to
manage their money, rather than focusing on product sales. The lender plans to
mine “big data” to better tailor products
to customers’ requirements. Unlike
Atom, Mr Knox said Tandem would not
be digital-only, as it would also provide
a call-centre. “We expect people will use
mobile as the primary banking channel,

and the call-centre for large transactions,” he said.
Tandem is understood to have
raised nearly £100m in capital, backed
by a group of 10 institutional investors
[8].

Koho (Canada)
Canadian neobank
Koho has struck a deal
with Visa as it gears up
for a launch early 2016
year [9], taking on the
country’s big five providers in the battle for Generation Y. With
a particular focus on 18 to 34 year olds,
Koho aims to launch within two months,
promising to offer a better service than
traditional banks, more suited to the
digital age and with fewer and more
transparent fees.

Having raised $1 million in funding,
the Vancouver-based startup has now
teamed up with Visa on a prepaid card
for customers, which will be issued by
Peoples Trust Company, the chartered
financial institution which will hold
funds on Koho’s behalf. Payment processor Galileo has also been brought
onboard.
Koho’s founders, who come from
tech startup backgrounds, say that they
launched the outfit because Canadians
have to endure antiquated banking
practices while still paying some of the
highest fees in the world to a big five
that made $29 billion in profits last year.
“We think Canadian consumers need
to raise their expectations. It’s not just
about core functionality, it’s about un-
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derstanding your financial position and
providing the tools to help you improve
it. Whether you’re saving for travel, a
dog or a house, Koho can help you get
there faster,” says CEO Daniel Eberhard.

Lunar Way
(Denmark)
Danish neobank
Lunar Way is vowing to
spread across Northern
Europe [10], bringing its
mobile-centric services
to a host of countries
by teaming up with local regulated
banks. The firm, which is backed by
Scandinavian venture fund Seed Capital, has signed up a partner bank in its
home country of Denmark and says
that it is now in negotiations with local
providers in Norway, Sweden and Germany about similar deals in the hope of

spreading across the continent in the
first half of 2016 year.

Lunar Way claims that this partner
model is the first of its kind for European neo-banking, giving it the advantage
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of rapid scaling as it competes with a
host of new digital players. “Now that
we have the platform and legislation
in place, all we need is to find the right
partner bank in any European country, and we are in business. We aim at
creating the best from both worlds of
banking. On one side a whole new way
of looking at customers and user experiences, and on the other the regulative
quality from the established banks,” says
founder and CEO, Ken Villum Klausen
(previously CEO and founder of successful fintech-startup Wallmob).

Monese (UK)
Monese, a service
that aims to simplify
mobile-first banking,
opened September
2015 its virtual doors to
customers today following a three-month closed beta [11].
Instead of proof of a UK address,
a minimum opening balance or the
provision that your salary is paid into
the account, Monese lets users sign
up for a new account from a mobile
device in just a matter of minutes. Your
debit card will then arrive in the post.
That makes it ideal for people who
have just moved country, which often
presents the ‘chicken and egg’ scenario of needing an to open an account,
but also needing to receive regular
payments from your job to open an
account. It’s also hard to get proof of a
permanent UK address without a bank
account. Monese makes a few checks
to ensure you are who you say you are
and requires you to have a registered
address somewhere within the EU. As
it doesn’t offer any sort of credit (it’s
‘positive balance’ banking only), there’s
no credit check being carried out and
no marks on your credit history as a
result, if you worry about that sort of
thing. Checks are based on supplied
official documentation (a passport, for
example), social media data and facial
recognition data — part of the set-up
process is to take a selfie.

The account, contactless Visa debit
card and accompanying app are all
free to use for basic transactions — up
to a point. Monese-to-Monese account
transactions and in-store debit transactions will always be ‘free’, but other
sorts of transaction, like taking money
out at an ATM or making a transfer
require credits.
Each month, account holders get
five free credits, and can earn more by
inviting new users to the service. Once
the free credits run out, each transaction
is then charged at a 50 pence flat rate.
Perhaps one of the most useful
features for Monese’s target market
is the ability to hold multiple positive
balances in different currencies, which
should help avoid foreign exchange
fees on business trips or holidays. A
spokesperson for the company says the
multi-balance feature will roll out to
account holders soon.

chief operating officer of Allied Irish
Bank, is aiming to lure mobile-focused
customers and provide a superior current account service to those offered by
the incumbent high street banks.

Starling, which is awaiting regulatory
approval to launch, revealed that it has
appointed Oliver Stocken, who previously served as a non-executive director of Standard Chartered, as chairman.
Victoria Raffé, Marcus Traill and Craig
Mawdsley are joining as non-executive
directors, alongside Mark Winlow and
Steve Colsell, who were appointed earlier in 2015. Ms Raffé spent two decades
at the Financial Conduct Authority, after
holding a number of senior positions
at Fidelity, Prudential and KPMG. Her
final role was as director of authorisations and left in a shake-up a year ago.
Mr Traill has held a number of senior
positions at QuantRes, alongside Mr
Mawdsley. Mr Colsell has served as
chief financial officer within divisions of
Lloyds Banking Group.

The emergence of Starling follows
in the footsteps of Atom Bank and
Tandem, two digitally-based challengers that received regulatory approval
for launch last year, and heralds a new
generation of tech-savvy banks.
They are among a host of new
lenders trying to break into a market
not only dominated by four big names
in Lloyds, Barclays, HSBC and Royal
Bank of Scotland, but also one with
longstanding customer apathy to
switching accounts.

On August 2015 Starling was in
talks with investors to raise at least
£10 million ($15.7 million) to fund

Investors are drawn to new challengers for their high growth prospects
and their freedom from the burden of
old systems. Starling has secured $70m
of investment from Harald McPike, the
founder of QuantRes, a Bahamas-based
quantitative investment manager.

the launch of its mobile-first current
account early 2016 year [13]. CEO and
co-founder Anne Boden told Business
Insider: “We’re funded at the moment
by a series of high net worth individuals. We’re out there raising our next
round of funding which is going to be

Monese says its international money
transfers are up to 10 times cheaper
than high street banks and are charged
at the mid-market rate plus 0.5 percent.

Starling (UK)
Starling Bank has
recruited a former regulator and a number of
industry heavyweights
for its board while raising $70m to spearhead
its attempt to move into the UK banking
market [12]. The new digital bank,
founded by Anne Boden, the former

63

Money of the Future 2015 | Life.SREDA VC | lifesreda.com

£10 million plus, not that I can give the
exact figure. But we’re out there talking
to investors about our next round.”
Starling, which hopes to get its banking license early 2016 year, is building a
mobile-focused, data-driven current account that can be controlled from your
smartphone. Boden was tight-lipped
about specific features, but told: “Our
target is people who are always looking
at their phones because they’re living
their life on their smartphones. All these
apps on their phones make their lives
better but their banking app doesn’t.”
«We’re creating the first smart
bank in the UK. A bank that focuses
on making money easy for people, so
that they can answer the important
questions like “can I really afford this?”,
send and spend money with friends,
and avoid nasty surprises and ridiculous charges. It’s the next generation of
banking focused on customers rather
than products.» [14] «We all know that
the vast majority of the banks today are
based on technology built in the 1960
and 1970’s, enhanced in the 1980’s
onwards. These systems have just had
more and more channels and propositions layered on, but the core structure
hasn’t changed and that’s the problem
that they all have. We’re not building a
traditional bank, we’re not taking an offthe-shelf banking package and adding a
prettier interface, biometrics, and video
chat. We’re building services for digitally
savvy customers that make their lives
easier. So yes, we’re starting from the
customer needs and wants rather than
starting from a specific product or a
package». «Simple and Moven blazed
a trail. They were in that first generation of banking improvements, great
veneers, bolted onto other peoples
banking licenses, or traditional banking
packages. They really pointed in the
direction of what’s possible, and we’ve
got a lot of respect for what they did.»

Mondo (UK)
Mondo gave Business Insider [15] a look
inside its “smart” app
that customers can
control their current
account from. Mon-
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do is currently in a testing phase and
released around 500 pre-paid debit
cards that can be controlled from the
app since October 2015. It hopes to get
its full banking license at the start of
2016 year and launch a current account
shortly after. Founder Tom Blomfield
says Mondo’s “entire experience is designed around your smartphone.”

around at the moment and there’ll likely
be lots of other cool features when it
launches fully.

Through the Mondo dashboard
where you can see all your transactions, how much you’ve spent that day,
and how much you’ve got left in your
account, which is linked to the app. The
dashboard also gives you a graph, pictured at the top of the screen, that lets
you see what your spending is doing to
your bank balance over the month. For
every transaction, Mondo automatically
pulls data on things like location, type
of shop, pictures and logos. It also automatically gives relevant tags — in this
case #food. When you spend money
the app will also notify you so you can
keep track of your spending and make
sure it was actually you that spent the
money. The app uses all the data it
collects to give you clever visualisations
of what you spent where. It uses geolocation on the phone to track this. The
app also uses data to spot anomalies —
say if a bill is way higher than it should
be that month. You can also compare
your spending to previous weeks and
months to make sure you’re not overspending. If you do overspend and run
out of money for the month, Mondo
will send you a message asking if you
want to take out an overdraft. That’s
how the startup plans to make its money. These are just some of the features
we’ve seen. The startup wants to make
the app way smarter than anything

“smart” bank, with features that aren’t
always possible simply by plugging
into legacy banking software and infrastructure that often dates as far back as
the 1970s.
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Mondo is busy writing its own full
stack banking software from scratch
[16]. This is enabling the company to
create what Tom Blomfield (CEO and
founder) calls on his LinkedIn profile a

After UK’s regulatory changes introduced in July 2013, an applicant technically only needs £1 million in capital,
but also has to provide a business plan
and assurances it can remain solvent.
To that end, it will be interesting to see
how quickly either company is able
to get regulator approval and if they
secure further investment beforehand.

Alongside Blomfield and Bates,
Mondo’s other co-founders are Paul
Rippon (previously Head of Banking
Operations at Allied Irish Banks), Gary
Dolman (previously CFO ABN Amro
UK), and Jonas Huckestein (previously
co-founder Hipdial).
It was 21 May 2015, and a historic
moment for Tom Blomfield [17]. Stood
at a cash machine in Clerkenwell,
central London, the ambitious young
entrepreneur withdrew money from a
brand new account with a new bank
at which he was the only customer.
Five weeks later, Mondo has 30 customers testing its prototype account.
Blomfield — a former management
consultant now on his third business
startup, all before the age of 30 — said
a crunch meeting with the Bank of
England on July would determine
whether Mondo gets the formal goahead to apply for a banking license.
The full process would take another six
months.
Digital banks, however, are not for
everyone. “My granny knows her bank
manager by name,” said Blomfield.
Mondo, by contrast, is “for people who
get frustrated if they have to wait more
than two seconds for things to get done
… It’s for people who live their lives on
their iPhones”.
Based in a loft-like space in Clerkenwell, Mondo shares an office with
Passion Capital, a venture capital firm
that has pumped £2m into the new
business.
The business model clearly relies
on a low-cost base. No branches and,
Blomfield acknowledges, customers
who will need to borrow. “If you’ve
got seven days left before payday and
you’ve got £50 left in your account, it’s
not difficult to predict you are going to
go overdrawn,” said Blomfield. Mondo aims to let customers block their
account until funds become available
or borrow a sum, say £200, at prices
in the middle of those being offered.
At today’s rates that suggests a 20%
annual equivalent rate — roughly equal
to that on a typical overdraft, but with
no other fees to pay. The startups could
offer notifications to customers such
as warnings about going overdrawn, re-
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minders of bills to pay and information
about how they spend their money.

and entrenched an industry as retail
banking can be disrupted. “We think,”

Blomfield reckons there is huge potential [18]: “I think that in the next two
or three years a bank will be launched
that will become the scale of Google
or Facebook.” “We don’t want to be
building a bank behind closed doors,”
Blomfield says. “The real value is not in
the ideas but in the execution.”

says the guy who doesn’t look like a
typical banker, “there will be a generational shift in how banking works.”

Blomfield’s time at Silicon Valley
incubator Y Combinator in 2011 shapes
his approach, so much so that he
sometimes dons a T-shirt with the Y
Combinator motto: “Make Something
People Want.” Blomfield earned a law
degree at the University of Oxford. A
few years later, he teamed up with two
fellow Oxford grads to build GoCardless, a simplified system for companies
to accept recurring payments. Blomfield still has a stake in GoCardless,
which processes $1 billion of transactions a year.

Secco (UK)
The early stage,
pre-license challenger
joins the likes of Atom,
Starling and Mondo in
taking a mobile-first
approach to winning
customers from the small collection
of high street giants that dominate the
British scene. Secco is co-founded and
led by Chris Gledhill, who spent nearly
three years at Lloyds as an innovation
technologist before quitting to embark
on the new venture in July 2015.

Banks continue to offer customers
a static list of deposits and withdrawals
rather than providing timely updates
or useful tools to analyze spending or
saving. In a world of instant messaging, many lenders don’t communicate
in real time. Blomfield’s current bank
(which he declines to name) took two
weeks to alert him he’d overdrawn his
account by £800 and then charged him
£20. “The banks have their hands in
your pockets constantly, taking money
out,” he says.
He likens the banking behemoths to
Blockbuster Video, while digital startups
such as Mondo are like Netflix. With
the right technology and open-minded
regulation, Blomfield says, even as staid
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Explaining the rationale for Secco,
the firm says that banks “have lost their
way, they can often seem to be greedy,

sales focused and profit driven organizations”. What’s more, it claims, banks
have failed to keep up with customers living digital lives. The startup is
planning to use technology and data
to change how banking is done. Not
only is it hoping to make branches
redundant, but banking apps too, with
customers using messaging apps to
access things such as balances.

technology. “The blockchain is a linear
structure, it’s very rigid. A blocktree
gives you the ability to branch off these
separate, mini blockchains to do offline
transactions which can be merged at a
later date.”

In Secco world customers will send
and receive payloads, not payments,
where they exchange a “Facebook like
and a tip for a busker in return for a digital copy of the song; a business card for
the conference slides, or even simply
pay for your market lunch and get a
recipe.” A pair of spending boundaries
will develop over time, based on habits
and goals, while for more prosaic products like loans and savings accounts,
Secco will simply act as an aggregator,
using data to offer options from other
providers.

Matthias Kroener,
the online-only lender’s chief executive,
says it is more like a
social network than a
traditional bank, with
online communities offering finance
tips, peer-to-peer loans and financial
market trading facilities [20].

Down the road, Secco wants its users
to become ‘data brokers’ [19] — treating
their data as a currency to spend, lend
and invest. Secco and its users will each
hold a cryptographic key, and both will
be needed to confirm a transaction, in
Secco’s in-house token-based digital
currency, from which the bank will
take a small cut. The bank will be built
around a distributed database, which
functions in a similar fashion to bitcoin’s
blockchain. The entire data of the bank
is spread around everybody’s phone, so
it’s owned by everybody and nobody.
However, it will run on something Gledhill calls a ‘blocktree’, currently awaiting
patent, which he claims will solve a lot
of the problems that come with bitcoin’s

Fidor
(Germany, UK)

German bank Fidor — derived from
the Latin word for trust — launched in
September 2015 the UK [21], offering
a current account, savings bonds and
international initially, as well as an
online community which it says as

been a bit hit in its home market. Over
the coming months the bank said it
will study the UK market further and
decide which type of loans to offer.
Fidor launched in Germany in 2009
and has offices in Berlin and Munich, as
well as five staff in London.
So far 300,000 people have used its
services, including the online community, and the bank has 100,000
customers. In 2014 it made a profit
of €2.5m (£1.8m). In its home market,
Fidor offers 25 different products,
including brokerage services, precious
metals trading facilities, crowdfinancing
offers and even peer-to-peer loans,
where customers can post on the
online community that they want to

borrow money, which other customers
can offer to lend to them. Fidor named
as “one of 6 best online-services in Europe” (Forbes), “best online bank of the
year” (Wired), one of TOP50 innovative
companies in the world (Fast Company), just won Global Banking Innovation
Awards in Las Vegas.
Its entry into Britain follows the
growth of promininent European
bank sincluding Handelsbanken from
Sweden and Spain’s Santander and
Sabadell groups.
He hopes that the bank could gain
as many as 50,000 customers in the
next three years, and said he chose
Britain as the bank’s first foreign market
because Britons tend to be more open
to new technologies than those in
other parts of Europe. He expects its
customer-base will initially be made up
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of more financially savvy customers —
over time, however, he hopes that Fidor
will appeal to a much wider range of
customers, including those who are
dissatisfied with their current bank and
want a different alternative, as well
as those who want to use this wider
community of customers to learn more
about financial management. As more
customers give their feedback, more
products will be introduced.
Matthias Kröner described the
approach as “a marketplace, shielded
by a banking licence.” The digital bank
is unusual for two reasons [22] — firstly,
it puts a big emphasis on the idea of
“community” in banking. Its message
board is a key part of its offering and
it encourages customers to request
services, changes, and offer advice to
other customers. Secondly, it’s built
more like an app store than a traditional bank. In Germany, Fidor offers
core banking services but partners up
with other companies to offer things
like peer-to-peer loans and foreign exchange transfer. (It has plenty of other
innovative features, like linking interest
rates to Facebook likes).
Fidor’s banking model is based
around its online community
[23],
where users are financially rewarded
for giving and receiving knowledgeable
financial advice, as well as evaluating
and reviewing financial products and
services they are interested in. Each
customers is able to build a personal profile where reputation is gained
through ‘karma’. Regular interaction,
sound advice and feedback builds a
customer’s karma, improving their
rating and online credibility. “We’re
putting the community at the heart of
Fidor. This personalised approach to
banking gives every customer a voice
in how our bank is run, as well as giving
them unprecedented control — setting
their own interest rates, or naming the
current account card that the bank will
use for example, are just some of the
options we’ve explored.”
Fidor’s savings rate starts at 0.25%,
but increases with every 2,000 likes on
the social media site [24]. Bank features
‘community karma’ — for instance
during trial phase, participants received
£5 for finding spelling mistakes.
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A German bank allows customers
to set their savings rates based on its
number of likes on Facebook. “We are
the only bank paying money for asking
questions. I don’t there is another bank
on the planet to be paying for asking
questions. Normally you get an annoyed look,” said Kröner.

same things people are used to doing
on other apps, including taking photos
and associating them with transactions,
adding memos talking about who you
were with or what you were doing and
adding hashtags to expenses to automatically categorize them.

“Icon” of
neobanks from
the “first wave”:
Simple (US)

Simple also tries to cut down on
any friction involved in money management — instead of showing users
their account balance after logging
in, it shows a “safe to spend” number,
which subtracts any upcoming bills to
give customers a more realistic figure.
Simple tries to be user-friendly the
old-fashioned way, too: Its employees
send handwritten thank-you notes and
original drawings to customers, stuffing
the notes into envelopes along with
colorful stickers and temporary tattoos.
A recent one reads, “Hey Jonathan, I
just wanted to send you a lil’ ‘Welcome
to Simple’ swag ... we’re so excited to
have you as a customer!”

Simple has shunned
many of the features of
traditional banking,
including bank
branches — it has
none — and fees,
which it got rid of in September 2015
[25]. The company functions online and
through its mobile app, plus a network
of more than 55,000 ATMs nationwide.
Josh Reich positions Simple as a
technology start-up that’s hyper-focused on customer service and user
experience, more in line with the Ubers
and Instagrams of the world than the
giants on Wall Street. “We’re very much
designed to build banking for how
people think rather than how banks
work,” Reich says.

It doesn’t rely on fees for revenue — it profits off interest margin and
interchange fees — Simple doesn’t
necessarily care if a potential customer
has a history of overdrafts or bounced
checks, which means it can acquire
customers traditional banks may have
declined. Its user experience mimics the
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In the three years since it launched,
Simple has acquired hundreds of
thousands of customers — the company won’t give an exact figure — and
customer growth continues to climb
about 10% a month, says Krista Berlincourt, a company spokeswoman.
That’s the equivalent of a bank with
about 850 branches.

In 2014 Simple, which has 285 employees, was acquired by BBVA for $117
million. It continues to operate as a separate business and has grown so rapidly
that it has had to move office buildings
in Portland four times, with plans already
underway for a fifth move next year.

Simple’s atypical status as a bank
is evident in its office culture, too,
which screams tech start-up. There’s
cold-brew coffee on tap, a communal
kitchen with an endless supply of snacks
and even a bike technician the company brings in occasionally to work on
employees’ bikes, which are hanging on
racks throughout the office. Toward the
end of the day, employees can be found
hitting balls at the pingpong table and
gathered in the board game room. The
office embodies the company’s culture
of creating enjoyable experiences, for
both employees and customers. “If it’s
not (fun), you’re not going to use your
bank,” Berlincourt says.
When the online banking service
Simple got started, one of its promises to customers was that it would
eliminate many of the excessive fees
that traditional banks charge while also
offering an improved and mobile-optimized banking experience [26]. However, while Simple certainly did away
with a number of the most common
banking fees — like maintenance fees,
overdraft fees, or minimum balance
fees, for example — it still charged fees
for other, lesser-used services. But the
company announced in September
2015 that it’s ditching all fees. Going
forward, Simple says it will continue to
generate revenue from interest and interchange fees — that is, it splits the interest margin with its partner banks and
it splits the service fee merchants pay to
the issuing bank. “This revenue model
is a manifestation of our belief that you
should have access to your money
when you need it, without paying fees,”
explains Simple co-founder and CEO
Josh Reich. “Today’s elimination of all
fees is one example of how we’re constantly working to remove any inconvenience our customers feel from using
a branchless service,” he adds. “It’s also
the right thing to do. You shouldn’t
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have to worry about how much it’s
going to cost to access your money.”
“Rather than generating revenue when
customers make mistakes, Simple earns
money from interest and interchange,
or rather, when our customers use
their accounts,” explained Simple CEO
and co-founder Josh Reich [27]. “This
revenue model is a manifestation of our
belief that you should have access to
your money when you need it, without
paying fees.”

Brian Merritt, as “easy as possible to
start and manage a business.”
Merritt and his co-founder Ryan
Hildebrand are both former Simple
denizens.

They have developed a cult following with a feature that automatically
pulls aside a little bit of money each day
toward personalized goals. Most budgeting tools allow users to plan but do
not actually move their money, which
arguably made Simple more effective.
Plus people loved Simple’s pastel-accented app and website, as well as its
clean white debit card.
Where Simple isn’t beating the big
guys is on interest rates paid out. Users
earn just 0.01% on money held in a
Simple account, which is $1 for every
$10,000 in the account and no more
than a traditional bank. “Interest rates
are so low right now that you can gather
headlines that are disproportionate to
the actual savings to consumers,” says
Reich. “You are going to end up paying
a lot more in fees unless you are a super
rich millionaire who has got hundreds of
thousands of dollars in your account. We
figure the better thing to do financially
for customers is to eliminate points
where they are paying actual cash.” That
said, he concedes a lot of different business models can work.

Seed (US)
Seed by two ex-Simple guys positioning looks like “Simple for SMEs”.
Seed thinks that business banking is
opaque, expensive, and behind the
times [28]. The company, which is part
of the Winter 2015 Y Combinator class,
wants to shake up banking, bring it into
the API era, and rip out unnecessary
fees to make it, according to its CEO
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What the hell is a banking API? It’s
the set of programming tools that Seed
will use to build its own set of first-party clients. In short, Seed is releasing
the digital structure that it will employ
when it builds Seed apps for the browser, and smartphones.
Seed expects to ship its own clients
in the next three to six months, according to its CEO.
Seed is not a bank, a technical term
that comes with heavy regulatory
structure. Instead, it’s a banking service
that sits on top of an extant bank. That
doesn’t mean that Seed doesn’t offer
normal bank bits, like deposit insurance.
In fact, instead of offering the normal
$250,000 inFDIC insurance, Seed will
insure up to $50 million.
The company promises “free
domestic wire transfers, free ACH transactions, free check sending, and lowcost international payments.” Seed will
charge on a recurring basis, like many
other business-facing startups.
Oddly enough, while Silicon Valley
is the place where much of the digital

world is invented, the core guts of
finance and capital in the area are
often neolithic.

Moven (US)
Mobile banking startup Moven
has raised in October
2015 $12 million [29]
from a group of venture investors. It brings the New Yorkbased fintech company’s total fundraising to about $25 million and will help
fuel Moven’s international expansion
in places including Canada and New
Zealand. The company’s year-over-year
growth rate from October 2014 to this
year was 400%.

of thousands of people [that] have
downloaded the smartphone app.”
A U.S. Moven account consists
of a MasterCard debit card
and an account at CBW Bank,
a technologically aggressive bank based in Weir,
Kansas. Moven has a licensing
agreement with Westpac in New
Zealand and has partnered with TD —
Toronto-Dominion Bank — in Toronto.
Moven, which already links to the
Android Moto360 and Samsung Gear
smartwatches, has expanded to include the Apple Watch. Moven, provider
of a leading mobile-first, financial management app, is one of those early in
exploring the efficacy of smartwatches.
Regarding smartwatches as a delivery

introduces several innovative feature
including:

1. ‘Lock Away Savings’ Prompts: With
‘lock away savings’, users are notified
whenever their spending behavior has
placed them far enough in the green
(below their average spending) that it
makes sense to set money aside. Moven
gamifies that moment, turning that typical impulsive spending moment into a
savings moment. This savings feature is
perfect for the wearable form factor.
2. Visual Wish List Leveraging Pinterest, etc: The ability to set up a visual
wish list of items a user wants to save
for, as well as the option to quickly
and simply curate these directly from
a user’s Pinterest board and others in a
few simple taps.

Also, in May 2015, Moven, which
pioneered a smart phone banking app
that helps users track their money and
improve their savings, is expanding
internationally with bank alliances and
a partnership with Accenture [30]. The
Accenture alliance will help Moven go
global by providing the savings solutions and new features through banks
around the world. Accenture and Moven
will also collaborate on design and
implementation services for developing
new digital banking capabilities — such
as next-generation account opening,
biometric authentication, real-time
marketing — and help improve the
overall service experience for Moven’s
end-users.

platform, Bob Savino (CTO of Moven)
stated that the “first generation of wearables is not disruptive enough.” [31]
For the present, the watches are useful
primarily for push notifications. With
Moven app users on all smartwatches
will be able to receive instant receipts,
see insights on their spending habits via
Moven’s spending meter and be gently
nudged to save their spare cash. Moven
has also launched an emergency cash
feature that combines GPS technology
and understanding of a user’s spending
to alert them when they are entering a
restaurant or grocery store where their
average spend exceeds the money they
have on hand. It offers a cash advance
with clearly defined fees.

Moven founder Brett King has been
quoted in the press as stating that, as of
early 2015, the company had “tens of
thousands of cardholders and hundreds

The new renovated version of
Moven won Best in Show at Finovate
in San Jose on May 2015 [32]. The
Impulse Savings app from Moven
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3. ‘Break the Glass’ to Unlock
Savings: When users have reached a
savings milestone, they can access their
savings by tapping the app interface
three times to simulate ‘breaking the
glass’ — employing simple behavioral
gamification to make the user think
before spending their hard earned
savings. If they proceed, their savings
funds are immediately transferred into
their Moven spending account for their
desired purchase.
4. To combine checking, savings
and lending services, Moven unveiled
its Emergency Cash feature to provide
users the spending capacity for their
regular purchases beyond current balances. The emergency cash notification
leverages GPS-technology to alert users
when funds are low as they enter their
favorite or most frequented places.

5. Using Moven’s real-time behavioral insights on a user’s typical spending habits at any location (i.e. average
grocery shopping bill), users receive a
notification offering them a real-time
overdraft opportunity. This notification
comes with a transparent upfront fee,
to help bridge the gap between typical
spend at the location and their current
balance. The emergency cash advance
is settled when the next deposit is made.

Nubank
(Brazil)
Brazil is one of the
world’s fastest growing
mobile markets, with
90 million smartphones in circulation
among a population
of about 200 million. Nubank, which
has developed a platinum Master Card
credit service that you apply for and
manage using only your mobile phone,
has picked up $30 million [33]. The
Series B round was led by new investor
Tiger Global Management, with existing
backers Sequoia Capital, Kaszek Ventures and QED Investors also participating. The company was not disclosing its
valuation in this round.
Since launching its service in September 2014, at the same time that the
company also announced its $14.3 million Series A round, Nubank has picked
up more than 200,000 applications
from interested users, with 100,000 of
them still on its wait list. Those using
cards have made more than 750,000
purchases so far. (The company has
now raised $46.3 million to date).
Founder and CEO David Vélez —
who himself used to work for Sequoia
helping it scout opportunities to invest
in Latin America — says that growth has
been completely by word of mouth and
by intentionally creating a waitlist while
it continues to optimise its algorithms.
Part of the funding will be used to
speed up that process as well as start
to extend into a wider base of users
beyond the relatively restricted pool of
well-off millennials that it has picked up
so far as its earliest users.
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Typically in Brazil, to get a credit
card, a customer has to physically go
to a bank to apply for it, and then she
or he receives statements through the
mail and has to go through lengthy
phone-based processes when querying
charges or making changes to their
services. Banks, in turn, charge users
fees for things like going over your
agreed limit, and charge interest rates
of between 10 percent and 12 percent
per month for unpaid totals.

Nubank, being a mobile-only operation with none of the same overheads as
a bank, charges no fees and has a lower
interest rate, 7.75 percent. Vélez says
that in fact that rate could end up going
even lower over time as the company
gets more efficient and takes on more
users. Nubank makes its fee from the
interchange for each transaction, which
is close to 2 percent. “We are so efficient
that this is enough for us,” he says.
The other area where Nubank has
been particularly strong has been in
developing a database and system
for how it approves customers. Banks
usually use around 10 variables when
assessing a customer, while Nubank
taps into between 2,000 and 3,000,
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Vélez says. This is important for a few
reasons. The first is that it shows the
power of how much more data can be
crunched in the digital only platform
adoped by Nubank; the second is that
it makes for a more accurate picture of
the would-be customer; and the third
is that it lays the groundwork for what
Nubank might try to tackle for future
products. “We see an opportunity to
provide great customer experience and
lower fees across all financial products,”
he says. ”We are looking at more savings and credit products.”

Why London is
booming?

There are almost 30 new banks
starting up in the UK and they fall
into either a digital bank camp (Atom,
Civilised, Lintel, Mondo, Secco, Starling,
Tandem) or a challenger bank camp
(Aldermore, Handelsbanken, Metro,
OneSavings, Shawbrook, Triodos, TSB,

William & Glyn) [34]. These neobanks
we can take more seriously than some
of the Fintech start-ups, because many
are run by ex-bankers who have been
around the block. Even so, the FCA
say that many of these neobanks turn
up with the idea that they will succeed
because they are not a bank, they are
more tech savvy, they understand millennials, they are nice and cuddly, etc
and so on.

Should they pass muster, it might
thank Chancellor of the Exchequer
George Osborne. He’s overseen
the regulatory revamp that’s made it
easier for startup banks to get off the
ground. Osborne said he wanted to
make London the “fintech capital of the
world.” In March 2015, he said the Bank
of England should grant at least 15 new
licenses in the next five years. “Osborne is a real tech geek,” says Rohan
Silva, a former technology adviser at
10 Downing Street, pointing out that
the chancellor learned to code as a
teenager. “Investors and entrepreneurs
haven’t started new banks in this country because they knew the regulators
wouldn’t let them,” he says. Under
BOE and FCA rules, a new entrant can
hold as little as £1 million in capital
initially. An applicant needs common
equity Tier 1 capital of 4.5 percent of
risk-weighted assets, significantly less
than the 9.5 percent required under
the old rules that still apply to existing
banks. To become a UK bank you need
at least £20 million of funding just to
get through the gate with a license. The
Bank of England says it will use its discretion to give startups more time than
before to build the additional capital
required under Basel III.
The big four banks—Barclays, HSBC
Holdings, Royal Bank of Scotland
Group, and Lloyds Banking Group—
control 77 percent of the U.K.’s 65
million personal checking accounts.
Customers aren’t overwhelmingly happy with the available choices. Only 60
percent say they’re satisfied with their
bank, a 2014 survey from consulting
firm Accenture found.
Brett King, co-founder of Moven,
wrote [35]: “Boris Johnson [Major of
London] has become a big advocate
of Tech and its role in job creation
and investment in the London economy.” FinTech is the hip term given
to “Financial Technology”, or the use
of technology to reform, reboot and
disrupt old-school banking. Some great
examples of this were being showcased
by Johnson and the “Innovate Finance”
initiative that is sponsored by the City of
London. Johnson told for King: “We’ve
got the banks, we’ve got the biggest
financial sector anywhere in the world,
but we’ve also got the expertise. We’ve
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got more people involved in the sector
than any other European Capital and
probably any capital in the world, and it’s
growing the whole time.” “We’ve got the
brains. We’ve got the coders, the young
graduates, and it’s a fantastic place to
live...it’s the buzz, it’s the bars, it’s the
vibe. It’s safe, it’s clean, and it’s green.”
Yes, the British are coming, but more
importantly, Tech is coming to reimagine the finance sector, and that can’t be
anything but a net positive for consumers, employees and entrepreneurs alike.

broadband to ensure that as many
people as possible can be included in
the revolution that is sweeping through
banking,” said Mr Browne.

Britons are now checking their
bank balance on their mobile phones
more than anywhere else, leaving
more traditional services like a visit to
the high street branch in decline [36].
Banking apps were used 10.5m times
a day across the country in March
2015, eclipsing the 9.6m daily log-ins
to internet banking services, and
both services are still growing rapidly,
according to data from the British
Bankers’ Association. More than eight
million people downloaded banking apps in the past year, while two
million people have also signed up to
Paym, a service allowing payments to
be made to mobile phone contacts.
In a typical week, Brits are transferring
£2.9bn through apps.
“Technology is changing our lives
and banking is no different — it is now
easier than ever for us to check our balances, pay our friends and manage our
money,” said Anthony Browne, chief
executive of the BBA. “The rapid take up
of apps and mobile banking appears to
be a real game changer for the British
public.” ”It is vital that the government
invests more in 4G and high-speed

the Nationwide Now service, which enables customers to apply for mortgages
and other services through a video link
with a staff member.
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Banks are deploying new technology as they fight for a share of the
current account market. More than a
million people switched bank in the
year to March 2015, up 7pc on a year
ago, Payments Council figures show.
Services are still changing rapidly. More
than 3,000 people have already used

Who will be the
next big player?

The European Banking Federation’s
(EBF) Blueprint on Digital Banking aims
at helping to understand more effectively the digital transformation initiated
by banks [37]. The EBF Blueprint focuses on the challenges and opportunities
in retail banking. It also explains why
banks should be considered as strategic
players in the Digital Single Market
(DSM). With the aim of encouraging
discussion and reflection among banks
and EU policy makers, the EBF Blueprint proposes recommendations [38]
on which to build a proper framework
for a workable DSM. Recommendations, to ensure that the reforms undertaken will lead to the desired effects:
restoring trust, creating a competitive
and innovative market, and boosting
economic growth and employment.

at the same time taking the unnecessary interactions out of the branches,”
Bain partner Gerard du Toit said.
Mobile banking has overtaken
desktop-only digital banking at three
top banks in the US [40] — Wells Fargo,
Bank of America and JPMorgan Chase.
Mobile banking customers were 53% of
the size of total online banking customers at three banks. BI Intelligence, Business Insider’s research service, has argued that migration to mobile banking
is a huge opportunity for smaller banks
and credit unions that don’t have the
resources to compete with larger banks
on metrics like staff per-customer and
branch locations per-customer. A good
mobile banking app is an inexpensive
way to provide customers with many
services that would otherwise require
going to the bank and interacting with a
representative.
In particular, the EBF blueprint
provides indications on the changing environment driven by customer
expectations, a description of today’s
digital bank representing an innovative
customer experience, and a portrayal
of the bank of the future. And more
importantly, the barriers and opportunities for banks and their customers
linked to some fundamental issues:
better access to banking products and
services, big data, payments (mobile/
instant and e-invoicing), cybersecurity,
crypto-technologies, e-identification,
digital skills (education, competencies,
recruitment), and the importance of
removing regulatory inconsistencies
and ensuring fair competition.
Australian bank customers are
among the world’s fastest adopters
of mobile banking [39], a trend that is
predicted to make the big four prime
targets for technology-based firms
eyeing banks’ huge profits. Mobile
banking has overtaken online banking
through a desktop computer as the
main way for customers to interact with
their bank, and Australian consumers
are leading the charge, consultancy
Bain & Company says. Survey figures
from Bain showed that 38 per cent of
Australian customers’ interactions with
their bank occurred via a smartphone
or tablet in 2014, up from 22 per cent
a year earlier. “Australia is leading the
world in adopting mobile banking, and
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Friends or foes?

KPMG’s inaugural Challenger banking benchmarking report, The Game
Changers (May 2015), looks at the financial results of Challenger banks and
reports on the key trends behind them.
It suggests the Challenger banking
sector is outperforming bigger players
in terms of growth and returns, but that
there are hurdles ahead [41].
A digital bank is not based on whether there are branches or the availability
of a mobile banking app. A sustainable
digital banking organization delivers
the majority of products and services
digitally. It also allows for real-time
digital interactions with a culture that
allows for rapid response to innovation
opportunities. In financial services, new
digital fintech start-ups, benefiting from
lower barriers to entry, are offering
solutions that are responding to these
needs before many legacy banks can
respond [42]. Globally, entrepreneurs
and even traditional banks are creating
digital-only banks or neobanks that
embrace a digital-first strategy.
Simple, Moven, BankMobile, Number26, Atom, ZenBanx and NuBank
are just some of the firms testing the
waters. These neobanks have digital
technology at the core of their value
proposition. Opportunities exist for
existing organizations that can leverage
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the new technologies to engage an
increasingly demand consumer in close
to real-time, but legacy challenges are
difficult to overcome.
In the white paper, Designing a
Sustainable Digital Bank [43], IBM makes
it clear that a great mobile app does not
make a bank a ‘digital bank. Neither does
closing branches. According to IBM, “A
true digital bank is built on the value
proposition that most products and
services are delivered digitally. Its customers expect to use digital channels for
their day-to-day banking activities. The
digital bank’s infrastructure is optimized
for real-time digital interactions and its
culture embraces the rapid change of
digital technologies.”
According to the IBM white paper,
“There is no shortage of direct banks —
some started by entrepreneurs and
others backed by major traditional
banks — that have failed to take off due
to low customer adoption.” “Digital
banking requires a deep transformation of the entire banking organization
including the digitization of processes
and extraction of insights from data.
Even the bank’s strategy, business model and mindset should become more
digitally oriented. Those that are most
adept at harnessing digital technologies
can become industry leaders.”
New technologies, fintech competitors, shifts in consumer expectations
represent both challenges and opportunities for existing banking organizations. Those organizations who don’t
move quickly may be left behind. The
good news is that many of the digital
solutions that have been introduced
in the past few years could represent
partnering opportunities as well as ways
to reduce back office expenses.
Chris Skinner dismisses the idea [44]
that ‘some geek in a bedroom’ could
create the Uber of banking, but back in
the 1980s, IBM probably thought there
was no way some geek could eliminate
their stronghold on personal computers, yet that’s exactly what happened.
Michael Dell famously started Dell
Computer from his college dorm room.
He became the youngest chief executive
of a Fortune 500 company just eight
years later. A dozen years after that, IBM

got out of the PC business, selling it to
Lenovo. And as the waves of disruption
continued, Dell was later knocked off its
own throne by Apple and other companies. All entrenched players in these
industries face battles for profit margins
and further consolidation, but disruptive
innovation makes those battles even
harder.
The incumbents argue that their
longstanding positions will give them
sufficient time to adapt and react to
any disruption, yet advance warning
seldom provides disrupted incumbents with protection. Kodak wasn’t
unaware of digital photography, but
the company was unable to shift its
legacy culture and operations quickly
enough. Bankers would do well to heed
the advice that Mr Skinner has written
about extensively in many of his other
articles and books: Do the hard work to
transform old infrastructures, cultures
and business models.
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E-Wallets:

game of giants

By 2019, eMarketer estimates
that the total value of transactions made by tapping a
phone on an in-store terminal will reach $210 billion, up
from $8.7 billion in 2015. For
banks and retailers, that presents an opportunity to take
on Apple Pay and Google’s
Android Pay - and maybe
save on transaction fees to
boot. The mobile-payment
field is getting crowded
despite slow consumer
adoption. About 1 percent
of U.S. households making
at least $75,000 a year were
expected to do their holiday
shopping using a mobile
wallet, according to Bankrate’s Money Pulse survey.

ApplePay

Apple Pay was launched last year,
with lots of fanfare and support by
the credit card industry. Partnering
with the banks that issue credit cards
overcame the resistance that early
entrants in mobile payments had
faced. It also solved critical technology and infrastructure problems and
offered the credit card industry a new
avenue for growth. Apple Pay isn’t a
household name yet, but it is growing
steadily and is likely to become one [1].
Most recently, Apple announced a deal
with China’s UnionPay, the state-run
sole issuer of bankcards, to allow it
to operate nationwide in the People’s
Republic.
China became the fifth country
to support the contactless payment
service [2]. It’s currently live in the US,
the UK [3], Canada, and Australia, but
the company said it plans to bring it
to Hong Kong, Spain, and Singapore
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soon. With UnionPay, Apple has a
powerful partner — the association is
responsible for clearing China’s bank
card payments — but Apple Pay may
face stiff competition from established
mobile payment services, including
Tencent’s WeChat, and Alibaba’s AliPay.
Apple Pay is, however, a Trojan
horse. Once Apple has established its
platform [4], it won’t need the banks
and credit cards any more. It will be
able take advantage of another new
technology, the blockchain, to offer
an alternative payment option. Blockchain is the core technology behind
Bitcoin, and functions as a transparent
ledger of transactions, concurrently hosted on numerous computers
around the world — allowing the creation of digital currencies and virtual
banks.
To be clear, Apple’s payment application has not taken off yet and works
only on the latest model of its smartphones. According to data from pay-
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ments-industry tracker Pymnts.com, as
of October 2015, only 15 percent of all
iPhone 6/6s users had tried Apple Pay.
That is an increase from 9 percent in
November 2014, but is hardly enough
to set the world on fire. More significantly, only 5.1 percent of all Apple Pay
eligible transactions (meaning, in which
the store has an Apple Pay terminal and
the shopper has an iPhone 6/6s) are
running through the service. Because
iPhone 6/6s models remain a small
proportion of all iPhones in use, Apple
Pay is capturing only a tiny volume of
transactions.
But Apple has time on its side. And
you can bet that Apple understands
that the prize in play for global mobile
payments is a larger market than that
for phones, music, and computers
combined. In classic Apple fashion, it
is positioning itself to be a disruptive
broker.
Apple’s advantages are that the
iPhone has a cult-like following. And
every time users buy a new phone or

upgrade to a new version of iOS, Apple
has a chance to convince them to try
Apple Pay.
Let’s just take it as a given that
Apple Pay achieves significant market penetration. What then? Another
upstart payments company, Square,
gives us a flavor of what is possible
when technology companies control
the payments infrastructure. Square
is now offering loans to its merchants
without the merchants even requesting
it. What’s more, it is basing the loan
offering on the transaction volume it
sees the merchant processing. And
Square is taking repayment directly out
of the transaction stream. Apple could
easily do something like this, either for
consumers or for merchants. With data
and coverage come insights and smarter ways to do business (for example,
send you targeted ads based on your
credit limit [5]).
Evidence that Apple wants to
combine payments and iMessage is
piling up. And it looks like the tech giant
doesn’t plan to stop there. A patent
filing published [6] in December 2015
indicates that Apple is not only looking
at allowing people to send money over
its text messaging service, but other

services built into the iOS platform,
including phone calls, email, and
calendar invites. Companies like Apple
file patents that go unused all the time,
but the application shows that Apple is
paying attention to a key trend in the
technology industry: the convergence
of messaging and payments.
The patent hints at how the functionality may work. The image shows two
iPhone users chatting in the iMessage
app, with a payment option popping up
in the top-right corner when one party
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asks the other to pay them back for
lunch. The images also show the ability
to send payments to more than one recipient, and an option to set how much
money is sent. Other major tech firms
are looking to integrate payment features inside messaging apps. Facebook
Messenger added the ability for users
to pay their friends earlier this year, and
recently added the ability to order a ride
from Uber within the app. This kind of
functionality is already common in Asia,
where apps like WeChat—which has 650
million monthly users—let users buy
food, order taxis, pay bills, check bank
statements, and more.
A Sept. 2015 report from Javelin
Strategy & Research, a financial services
firm, found that peer-to-peer payments
are especially popular with two key age

groups in the US: 18-24 year olds, and
25-34 year olds. The goal will be to get
these young people to use Apple Pay in
stores, where Apple reportedly gets a
slight cut of each transaction, and make
iPhones even more integral in their
daily lives.
An upcoming iPhone feature, which
will let users send money to friends, is
expected to be an unprofitable way to
boost adoption of Apple Pay [7]. Silicon
Valley is obsessed with a particular part
of the finance business that involves
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sending cash to friends using an app.
That’s led to a flurry of options that
often aren’t profitable because they
charge little to no transaction fees.
PayPal and its subsidiary, Venmo, are
among the most popular, though they
face a growing list of competitors, including Google, Facebook, and Square.
The world’s most valuable technology company has been talking with
banks about introducing its own feature
to Apple Pay that will allow users to
send money to friends. If Apple hopes
to compete, it will also need to make
its service free to use with debit cards.
Apple isn’t likely to find a way to profit
directly from the feature. Instead, the
company will probably use it to increase adoption of Apple Pay in stores.
The mobile tap-to-pay option hasn’t
taken off as quickly as expected since
it debuted about a year ago. Owners of
newer iPhone models used Apple Pay
in 2.7 percent of Black Friday transactions at stores that support the feature,
compared with 4.9 percent on the
same day last year, according to data
from tracking firm InfoScout.
Facebook introduced peer-topeer payments through its Messenger
service in March [8]. Once a user adds
a debit card to a Facebook account,
the person can send money through
the chat window. Google said it has
allowed people to send money to each
other via its Gmail service for a few
years, but created an app called Google
Wallet for people seeking a mobile option. It allows users to send payments
to each other via debit card through an
emailed link. Square also allows peerto-peer payments using debit cards to
users who have created a “$cashtag”
account with the service.

After a sluggish start in the U.S. since
its debut more than a year ago, Apple
Pay is ramping up in markets where
people are more comfortable with
so- called contactless payments. The
service, which lets consumers pay in
an app or by tapping their iPhone on
store terminals, will be introduced next
year not only in China, but also in Hong
Kong, Singapore and Spain [9]. Apple
is counting on its brand recognition
as it enters markets that are further
along than the U.S. in all things mobile
payments, particularly in advanced
technologies needed to accept them
in retail outlets. Still, it won’t be easy.
The iPhone maker will compete with
local banks and Internet companies
that already offer the service -- not to
mention Samsung Electronics Co., the
world’s leader in smartphones.
Adoption has been faster in the
U.K., where Apple Pay was introduced
in the summer. That’s partly because
of agreements with merchants such
as sandwich chain Pret A Manger and
Twickenham Stadium that let customers use Apple Pay to ring up unlimited
amounts in transactions. Also, Apple’s
operating system, iOS, commands a
strong market share, with 39.5 percent
of smartphone sales in Great Britain
in the three months ended in October, according to Kantar Worldpanel
ComTech.
Apple Pay will be available to eligible
American Express users in Hong Kong
and Singapore next year, Apple said in
October. Companies like Hong Kong
Telecommunications and HSBC already
let consumers in Hong Kong pay with
mobile phones in stores. In Singapore, a
consortium of mobile operators, banks
and service providers has been working
on enabling contactless payments in
shops, restaurants and taxis for at least
three years. But Apple is increasing its
presence in the country, and recently
announced it will open its first retail
store in Singapore.

77

Google Wallet
and Android
Pay
In March 2015 at Mobile World
Congress Google announced [10] the
launch of its wallet called Android Pay.
Just imagine Apple Pay but customizable, open, free and completely
white-label, that’s how Android Pay
looks like. Confrontation of open and
closed architecture principles, iOS vs
Android - now and in the world of payment solutions.
In September 2015 Google rolled
out a big update to its Google Wallet
app for iOS [11], which brings a few
nifty new features and a welcome
redesign. Users can now send peerto-peer payments, or cash out directly
to a debit card — though Google is
removing support for loyalty cards,
gift cards, and offers with this update.
“Send money to anyone in the U.S. with
an email address,” Google said of the
new service. “It’s fast, easy, and free to
send directly from your debit card, bank
account, or Wallet Balance.” “When you
receive money, you can quickly cash
out to your bank account using your
debit card, or spend it instantly with
the Google Wallet Card,” the company
added.
Other features that Google wants
users to take advantage of include splitting expenses (i.e. at a meal or on a trip),
managing the Wallet Card (accepted
wherever debit MasterCard is and at
ATMs), placing limits on spending, and
setting up recurring transfers from your
bank account.
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This is the same functionality that
has been in the old Google Wallet app
and Gmail’s “Attach money” feature,
now in a standalone app [12]. Other
than that, there’s a way to look at your
past transfers and even a section for
managing your “Google Wallet Card,”
which Google initially released as a
stop-gap for when NFC didn’t work.

There is no NFC or loyalty card functionality here anymore. Those features
will all move to Android Pay once the
app launches. And the new Google
Wallet app does not actually replace the
old Google Wallet app—the upcoming
Wallet app is a brand-new app under the package name “com.google.
android.apps.gmoney” while the old
Google Wallet—”com.google.android.
apps.walletnfcrel”—will eventually be
upgraded into Android Pay. Today, you
can have both apps installed on your
device and have “Wallet” and “Wallet”
sitting right next to each other in the
app drawer.
This is all a little confusing, isn’t it?
There are two money apps now. This
new Google Wallet app means Android
Pay won’t be the one-stop-shop for
transferring money on Android the
way Google Wallet was. Android Pay
will handle tap-and-pay and online
transactions, but apparently not sending money to friends. So if you want to
send money to a store, that’s Android
Pay. Sending money to a website?
That’s Android Pay, too. Sending money
to a friend? That’s this other app.
Google bought Softcard’s pointof-sale tech [13] and made some
international advances for its money
transfer service. Also customers that
use Android apps from Dunkin’ Donuts
and Seamless, and merchants that build
online stores through Shopify, will able
to access Google Wallet to make and
accept quick payments.

PayPal
PayPal started trading on the Nasdaq
at $41.46 per share [14]. As an independently traded company, PayPal
was already valued at roughly $50B.
Compare that with eBay’s market cap
of about $33.64B. It means, PayPal is
now worth more than Netflix, eBay and
Twitter [15].

second, the high-value signals, we put
up on the walls. Everything else goes
on an alert mechanism.” The company
is also beginning to automate some aspects of addressing common problems,
in instances where it was confident that
applying the same fix in the same way
to the same type of flaw will work every
time. Already, PayPal has created bots
that are capable of patching servers on
the network which have out-of-date
software. “The future of the ecosystem
is not visual indications,” says Shivananda. “It’s basically the science that runs
says ‘This application is throwing more
errors, please roll back.’ And after that,
it’ll go ‘I know the signal. I know what
to do. I’ll just do it.” No matter what sort
of technology PayPal comes up with,
the fact that it has 350,000 data points
a second to consider means that it’s
not going to run out of opportunities to
make the service more robust any time
soon. “That data has all the signals,”
Shivananda says. “The question is, are
we listening to it?”

As PayPal rebuilt itself for a posteBay future, it took a fresh look at the
vital statistics it was monitoring for
signs of trouble [16]. “Over four months,
we did a lot of analysis to figure out
which are the most high-value signals,”
Shivananda says. “Even though we run
the science across all 350,000 signals a
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PayPal has acquired Paydiant [17],
payment technology provider for eWallets – both for individual businesses
(Subway, Harris Teeter supermarkets),
and for universal wallets (CurrentC,
which is supposed to compete with
Apple Pay). Terms of the deal were not
being disclosed, but according to Re/
code, it was a $280M deal. As far as
80% of PayPal’s transactions happen
to be online acquiring (with the rest
accounting for mobile acquiring), their
acquisition of the eWallet technology
and team is a big step towards the leadership in a new sphere.
PayPal’s instant checkout service
called OneTouch [18] was being extended to support all merchants using
the e-commerce platform Bigcommerce, as well as on mobile devices
– even in cases where the consumer
doesn’t have the PayPal native application installed. The service, which allows
customers to check out from an online
merchant without having to enter their

username and password, launched
publicly last fall on mobile devices then
expanded to the web in April 2015.
UK and Canada became first foreign
markets [19].
Around the world, we’ve reportedly
loaned each other a staggering $51
billion, according to a study conducted
by PayPal. PayPal launched a new feature aimed at making it easier to remind
each other about those unpaid debts
without things getting weird. PayPal.
Me [20] is a new, more effortless way to
request money via PayPal using a short,
customizable URL. Need your coworkers to pay you back for the cab you
all shared from the office that happy
hour the other night? The link will then
redirect to a simple mobile interface
that lets them do exactly what the URL
suggests.

Target,
CurrentC,
Chase and
WalMart
seek to disrupt
mobile payments
business in
2016 too
Companies like JPMorgan Chase &
Co. and Wal-Mart Stores Inc. are rolling
out their own products just as mobile-payment apps are catching on [21].
At stake is a fight over money and consumer data. Retailers loathe paying fees
to accept credit cards in their stores
and have long sought better data on
what their customers buy, and when.
Banks similarly dislike paying fees for
Apple Pay transactions. Thus, financial
institutions and retailers have incentive
to push out their own mobile-payment
services.

Federal Reserve survey. Chase plans to
pre-load cards for 94 million customer
accounts “so the customer doesn’t
have to do anything but accept the
terms and conditions,” Gordon Smith,
CEO of consumer and community
banking at JPMorgan Chase, said in a
keynote at the Money20/20 conference
in October. Chase still wants its cards in
all mobile wallets, and has decided to
support Apple Pay, Samsung Pay and
other competing services.
Retailers like
Walmart and Target
likely prefer proprietary in-house systems for two reasons:
They can save on
processing fees for
credit card transactions, which stores
would otherwise have to absorb, and
they gain deeper insight into consumer behavior. But Target [22] may face
challenges in rolling out a mobile wallet, even if it’s just a matter of optics: A
2013 hack led to criminals obtaining the
credit card numbers and personal information of tens of millions of Target customers. And the company found itself
back in the news due to a security flaw
in its mobile app. Target’s decision to
launch its own payment app is also one
more piece of bad news for CurrentC,
an erstwhile Apple Pay and Android Pay
rival backed by Walmart and Target,
among others. CurrentC’s release date
has been rolled back repeatedly as
backers have opted to create their own
proprietary products instead.

JPMorgan Chase
plans to introduce
its own mobile
wallet in mid-2016.
Mobile-banking
apps are already
used by more than
half of U.S. smartphone owners with
bank accounts, according to the latest
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Walmart will
begin accepting
payments through its
mobile app in all U.S.
stores in the first half
of 2016. About 22

million Walmart shoppers already use
the app, which compares prices and
offers discounts on items and will now
let customers store their credit- and
debit-card information.
Walmart is launching its own proprietary mobile wallet app, Walmart Pay
[23]. The company’s iOS and Android
apps will allow users to pay at Walmart
checkouts with any smartphone,
through which they can charge purchases to their personal credit or debit
cards, pre-paid cards, a Walmart gift
card, or a store credit card. It essentially
combines a checkout payment system
with app functionality, which allows
customers to also locate items in-store
or pick up items they have reserved.
Walmart launching its own app is essentially a vote of no confidence in CurrentC, which has big backers (Target,
Kohl’s, Rite Aid), but has been plagued
by delays, a data breach, and withering
beta reviews from customers.
Merchant Customer Exchange - a
consortium founded in August 2012
by merchants including Wal-Mart and
Target Corp. - is testing its CurrentC
app with about 200 merchants in
Columbus, Ohio. The service is not yet
available nationwide. “There will be
more than one successful player in the
mobile-payments space, and we fully
expect to be one of them,” said Brian
Mooney, chief executive officer of MCX.
CurrentC, the
payments app being
created by a consortium of big retailers
known as MCX, will
begin a public pilot
of its app in Columbus, Ohio, and will not rush a wider
rollout if the product is not ready [24].

CurrentC — backed by several dozen
big merchants including Walmart, Target, Kohl’s, Dunkin’ Donuts and Exxon
— is designed to work on all types of
smartphones and let shoppers pay with
the app instead of a physical payment
card or cash. But while Apple Pay and
soon-to-launch services Android Pay
and Samsung Pay let users pay using
account information from traditional
credit cards like Visa, MasterCard and
Amex, CurrentC does not. Instead,
CurrentC’s beta users can only pay
using one of three options: Gift cards,
a store’s private-label payment card
or direct hookups with their checking
accounts. Mainstream credit cards
carry higher transaction fees than these
options, which is a big reason why they
aren’t currently part of the offering. For
starters, there are not a ton of high-profile success stories in the tech world
that are a result of joint ventures. One
advantage they all have over CurrentC:
They will be preloaded on millions of
new phones over the next few years,
while CurrentC will have to get people
to download its app.

for Secure Element-based payments, it
also taps HCE.
Amazon’s General
Manager of Payments, Matt Swann,
has left the company
after the failure of
Amazon Wallet [27].
Amazon has deleted
its Amazon Wallet application from
Google Play store and Amazon app
store. Reasons: poorly elaborated app
and partly related to this low popularity
of the wallet [28].

AliPay

Best Buy was the
first big-name U.S.
retailer to break ranks
with a Walmart-led
Apple Pay competitor, announced that
it will accept Apple’s
digital payment system in its U.S. stores
[25]. Best Buy has also started accepting Apple Pay as a payment method in
its apps. The partnership is a big one
for Apple, because it’s the first with
a member of MCX, a consortium of
retailers and food chains that is building
a payment app called CurrentC that is
expected to be competitive with Apple
Pay.

In July 2015 Ant Financial confirmed
that it closed a Series A funding round
which includes investment from China’s largest pension fund, the National
Social Security Fund (NSSF) [29]. While
it isn’t a traditional Series A — because
most startup aren’t formed as an offshoot from a multi-billion e-commerce
juggernaut — the deal is eye-watering.
Ant Financial said the undisclosed
round included capital from “major Chinese insurance corporations” and other
investors. TechCrunch understands
from sources close to Ant Financial
that it values the company at $45-$50
billion. The investment from NSSF —
which we hear included a substantial
discount — brings on an interesting
strategic investor. China’s government
recently relaxed regulations on how the
fund can invest, and this deal with Ant
Financial is the first such investment
that NSSF has undertaken since that
loosening. It’s also a huge validation for
the business, and could help Ant Financial with legal and regulatory hurdles in
the future.

Microsoft is preparing to follow Apple and Google into
mobile payments
[26], lining up the
regulatory approvals needed for the
launch of a host card emulation-based
service. In March 2015 the firm showed
off the tap and pay mobile payments
system for handsets running its new
Windows 10 operating system at a
conference in China. As well as support

Alibaba had the largest IPO in history
because the hugely popular retailer
benefits almost anytime someone in
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China spends money online. So now it’s
trying to pump even more money into
China’s online economy, by introducing
the country’s consumers to the tools of
modern finance. At least that’s one way
to look at Ant Financial. Run by Alibaba
cofounder Lucy Peng [30], the division—which was spun off into its own
company in 2011—began as an outgrowth of Alipay, the company’s version
of PayPal. Since then it has expanded
into a full-scale financial services firm.
It now includes a money-market fund,
a peer-to-peer lending service, and a
microloan program for online entrepreneurs. In February it announced a fund
to seed Hong Kong–based startups that
want to do business on Alibaba’s platform. And the company is developing
Sesame, which will assign credit scores
based on Alibaba customer data, thus
potentially making it easier for millions
of consumers to get loans—and, from
there, to start small businesses, many of
which will likely set up shop on Alibaba’s platform.

Alibaba’s relationship with the
Chinese government has always been
fraught, but the two entities share an
interest in increasing the purchasing
power of the Chinese populace. Indeed, China granted Alibaba one of five
licenses to establish a private bank, part
of an effort to establish critical financial
infrastructure in the as-yet underserved
country. (Alibaba rival Tencent received
one as well.) Erik Gordon, a professor
at University of Michigan’s Ross School
of Business who has studied Alibaba,
says that if the company can become
the default bank for China’s working

and middle class, its financial services business could dwarf its current
ecommerce enterprise. “I wouldn’t
be surprised if in 10 years Ant was the
largest financial institution in the world,”
Gordon says. “Nothing would surprise
me less.”
McDonald’s teamed up [31] with Ant
Financial to start accepting mobile payments in more than 2,100 of its restaurants in China, using Alipay. McDonald’s
Shanghai chains will be the first to
integrate the new mobile payment
option, with the countrywide rollout to
be completed by March 2016. The fastfood chain is also looking to partner
with Alipay on “data technologies” to
learn more about its customers, businesses, and ecosystems — essentially to
compile big data on Chinese consumers in order to really take its business in
the country to the next level.
In June 2015 MYbank, a startup
backed by Ant Financial Services Group,
launched a digital-only bank to provide
“inclusive and innovative financial solutions” at lower cost to under-banked
urban and rural consumers and small
and medium businesses [32]. The startup does not have a physical presence
and so it can serve customers 24X7. It
begin setting up accounts and accepting deposits, its initial strategy is to concentrate on issuing small loans of less
than RMB 5 million (US$805,500) for
SMBs, entrepreneurs and consumers.

Paytm

new deal is also undisclosed; however
India’s Economic Times reports that
Alibaba is spending $680 million to
buy 20 percent of Paytm. That lowers
Ant Financial’s stake from 25 percent
to 20 percent, the report added. So, in
essence, Alibaba is now making a firmer
commitment having tested the water
via the Ant Financial deal.
Paytm, which grew and was spun
out of mobile content company One97,
bears much similarity to Alibaba’s own
constellation of businesses, albeit that
it is far less developed [34]. It offers a
range of financial-focused services in
India, including a mobile wallet app
(used by Uber, among others), online
recharge (for topping up phone credit
and more), and a shopping service. The
company said it has been working on
“synergies” with Alibaba since taking
funding in February, and its e-commerce marketplace is a particular area
of focus given that Alibaba practically
pioneered the genre in China with its
Taobao site.
Paytm claims more than 100 million
users of its wallet service, which helps
Indians buy items online without the
need for a credit/debit card or banking. The startup said the Paytm Wallet
clocks more than 75 million transactions each month. Vijay Shekhar
Sharma, founder and CEO of Paytm
said the company is looking “to bring
half a billion Indians to the mainstream economy and help millions of
small businesses leverage this large
m-commerce opportunity.” “India is an
important emerging market with strong
e-commerce potential, and we look
forward to partnering with Paytm to
deliver innovative products and services
to consumers… This investment will
further expand Alibaba Group’s global
footprint to India’s thriving mobile

In September 2015 Alibaba has
sharpened its focus on India after it
made a second investment in Paytm
[33], a mobile payments and e-commerce business. The investment was
made by Alibaba and Ant Financial,
the Chinese firm’s financial services
affiliate, which made an undisclosed investment in Paytm in February 2015 via
a deal that reportedly valued the Indian
company at more than $1 billion. This
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commerce market,” Alibaba CEO Daniel
Zhang said in a statement.

Samsung Pay
In February 2015 Samsung acquired
m-wallet LoopPay [35], mentioned in
our previous annual research. It’s going
to compete with Apple Pay, and the
LoopPay’s payment solution compatible with merchants’ equipment installed
to accept card payments (which makes
90% coverage in comparison with less
than 10% for NFC-based wallets like
ApplePay), will be helpful for the world’s
largest smartphone manufacturer [36].
According to Samsung representatives,
it’s the company’s first step to building
a full-fledged financial infrastructure on
the basis of the Samsung Pay [37].
Samsung begun rolling out its answer to Apple Pay in Korea in July 2015
[38]. The service was called Samsung
Pay and it is powered by LoopPay, the
Boston-based company. It’s due to
launch in Korea and the U.S. first before
expanding worldwide, but Samsung has
nudged it into action with a pre-launch
pilot program among Galaxy S6 and S6
Edge owners in its home country. They
seem nearly identical, but Samsung Pay
has a couple if differences compared to
Apple Pay.
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P2P-lending
While online marketplace lenders once set out to disrupt traditional banking, many of
them are now cooperating with Wall Street by teaming with banks, selling their loans to
large institutional investors or helping to bundle them into securitized bonds. Blackstone
Group LP, the world’s biggest manager of alternative assets, has also announced plans to
make loans to individuals and small businesses.

Goldman Sachs is seeking potential recruits from peer-to-peer lenders
including LendingClub and Prosper to
bulk up its new online-loan business,
known as “Mosaic” [1]. The firm reached
out to workers in New York, where it’s
based, and in San Francisco. Dozens of
employees were targeted with expertise
in areas including marketing, credit and
engineering.

Goldman Sachs is looking to join
startups that use technology to extend
consumer credit more efficiently and at
a cheaper rate, a departure for a company that’s historically steered clear of
retail businesses. Unlike LendingClub,
which connects investors with borrowers looking for personal loans online,
Goldman Sachs will be funding loans
through its deposit-taking subsidiary,
Goldman Sachs Bank USA. The invest-
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ment bank’s recruiting push among
peer-to-peer lenders comes 10 months
after Goldman Sachs helped LendingClub go public (FT Partners published a
research dedicated to history of Lending Club development, its way to IPO
and comparison of Lending Club stock
multipliers with p2p-companies [2].
Consumer lending’s higher returns
may help Goldman Sachs in its struggle

to boost return on equity, a gauge of
profitability that dropped to 7 percent
in the third quarter from 11.8 percent
a year earlier. The bank is seeking to
move into more digital niches of the
financial-services industry, such as online lending and initiatives with startups.
P2P loan volume is poised to hit $77
billion in 2015 [3], a 15-fold increase
from just three years ago. And in a
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flashback to the subprime mortgage
boom, P2P startups have begun bundling and selling off loans through securitizations. The business of matching
lenders with borrowers online—which
still amounts to only 0.08 percent of
the $96 trillion in global corporate and
household outstanding debt—may
truly be an innovative way to distribute
capital. But is P2P a revolution or just
another bubble?
Money managers are betting it’s
the former as they pile into one of the
fastest-growing asset classes in finance.
Some are taking equity stakes in P2P
startups. In February, Third Point, the
hedge fund founded by Daniel Loeb,
led a $200 million investment round
in Social Finance, which refinances
student loans. The deal valued the
three-year-old San Francisco company,
known as SoFi, at $1.2 billion. Others
are investing in the loans themselves.
In April, Victory Park Capital, a private
equity shop in Chicago that backs a
number of P2P platforms, announced it
was increasing its funding pipeline for
one-year-old Upstart Network to $500
million from $100 million. Third Point
and Victory Park are hardly outliers in
pursuing loans that are generating 5
to 12 percent annual returns in an era
of nonexistent interest rates. Goldman
Sachs, BlackRock, Alibaba, and even
Google are making deals in the space.
In the U.K., holders of tax-free savings accounts known as ISAs may even

soon be allowed to invest in P2P loans,
a move that could draw Britain’s top
asset management houses and provide
£150 billion ($220 billion) in fresh cash
by 2020, according to Liberum Capital,
a London investment bank. “Every
single lending product that a bank
provides is vulnerable to this model,”
says Cormac Leech, a senior analyst at
Liberum.
And now Wall Street is cranking up
the volume by running these loans
through its securitization machine. In
November, Morgan Stanley and Goldman led the sale of securities backed by
$303 million in student loans originated
by SoFi. In February, BlackRock unveiled
the first investment-grade-rated package of P2P consumer loans with a $281
million offering of notes from Prosper
Marketplace, a site that lets users apply
for loans as well as back them. Such
deals will help P2P platforms spread risk
and multiply loan volume.
Peer-to-peer stalwarts counter that
their industry doesn’t look like the toxic
mortgage market of the 2000s. Many
platforms in the U.S. and the U.K. post
their loan books online so investors can
analyze the quality and performance
of their debt on a loan-by-loan basis.
London-based RateSetter maintains a
“provision fund,” which stood at £13
million as of May 14, to make lenders
whole should borrowers default, a feature other sites are now imitating.

Most P2P firms also shun subprime
borrowers. Zopa, a 10-year-old British
firm that’s issued more than £800
million in consumer loans, approves
only one out of five applicants. Both
Zopa and RateSetter have default rates
of less than 1 percent, while bad loans
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at LendingClub and Prosper are below
3 percent.
But as institutions pour money into
P2P, some platforms may relax their
credit criteria and welcome riskier borrowers to accommodate the flow, especially if they can offload risk through
securitizations, says Michael Tarkan,
an equities analyst at Compass Point
Research & Trading in Washington who
covers P2P companies. “There’s no
need to loosen standards,” Laplanche
says. “It’s all growing very fast, but it’s a
controlled growth.”
In April 2015, San
Francisco-based
startup Prosper
announced a new
$165 million round
of financing led by
Credit Suisse NEXT
Investors, and which included participation by J.P. Morgan Asset Management, SunTrust Banks and USAA,
among others [4]. The new funding
raises Prosper’s valuation to $1.865 billion. The round also shows just how big
investor appetite has gotten for startups
offering tech-driven solutions to bypass
traditional banking methods.
Both Prosper and rival Lending Club
launched in 2006. In spite of the 2008
economic meltdown and a host of
regulatory issues, the two emerged as
credible financing alternatives with very

the clear leader of the pack so far, with
such esteemed investors as Kleiner Perkins’ Mary Meeker and Morgan Stanley
CEO John Mack sitting on its board,
and even a little company called Google taking a minority stake—Prosper
insists that it’s different in ways that will
make it a winner in its own right.
Prosper CEO Aaron Vermut says his
company is singularly focused on
unsecured consumer credit
loans—or loans that aren’t
protected by any collateral. In the process, he says
Prosper is growing. “[Lending
Club] used to be ten times
bigger than us, and now they’re
maybe two or two and a half times
bigger than us,” Vermut says.
It’s no coincidence, Vermut says,
that many regional banks and asset
management groups participated in
financing Prosper this time around.
The move was strategic rather than a
potential conflict, he explains, because
small banks don’t traditionally offer
unsecured credit loans, anyway. “We’re
really good at lending credit to consumers,” he says. If that’s true, banks are
going to want a piece of that action,
whether they’re the ones lending the
actual money or not.

real consumer demand. Prosper has
issued more than $3 billion in total
loans, while Lending Club has facilitated more than twice that amount.

Y Combinator non-profit alum
Zidisha launched its cross-border P2P
lending platform in Haiti, its first Latin
American market [5]. According to its
website, “Zidisha is the Swahili word for
‘grow’ or ‘expand,’ as in a business or a
quality such as freedom or prosperity.”
Prosperity is indeed the result it hopes
to achieve through its crowdsourced
loans, not only for borrowers but
also for their home countries. Before
Haiti, Zidisha’s platform was already
open to projects from Burkina Faso,
Ghana, Guinea, Indonesia, Kenya,
Niger, Senegal and Zambia. According
to Zidisha’s stats page, its more than
20,000 members come from a total
of 144 countries. The same page also
points out that more than $3 million
loan money has been raised through its
platform, helping fund 13,450 projects
to date.

But even as some startups seem to
be shooting ahead—Lending Club is

Here comes some more funding
for a European financial tech company
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specialising in online loans. Germany’s
Smava raised $16 million in funding
led by Phenomen Ventures, along
with existing investors Earlybird and
Neuhaus Partners [6]. Phenomen’s
track record in fintech investments
includes backing Prosper, the U.S.based peer-to-peer lending marketplace. The investment takes the total
raised by Smava to nearly $30 million.
To date, Smava has loaned out $600
million through its platform, with the
number of loan originations growing by
100% in the last year. It will also help the
company compete against rivals. They
include Auxmoney, which is backed by
Index, Union Square Ventures, Foundation Capital, among others and also
raised $16 million in 2014.
Not only does this mean that VC
interest in the sector shows now signs
of slowing, but we’re beginning to see
startups crop up who offer add-on
services as part of the wider P2P lending ecosystem. One such company is

LendingRobot, an automated investment service for online lending on the
two leading P2P platforms, Lending
Club and Prosper. The Seattle, U.S.based startup has just raised approximately $3 million [7] in a Series A round
led by European VC Runa Capital,
money it’ll use to further develop its
product and to ‘accelerate’ growth. The
problem that LendingRobot has set
out to solve is an interesting one, and
shines a little light on the way P2P lending has already matured. Using what it
calls “high-speed automation software
and machine-learning algorithms”, the
service helps investors automate the
lending process, based on pre-selected
criteria, so that LendingRobot is able to
select and invest in loans less than one
second after they become available.
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In addition to the speed advantage
that automation affords, LendingRobot supports more than 40 different
filtering criteria for Lending Club and
Prosper Marketplace, and harnesses
machine-learning/artificial intelligence
algorithms to help select investments,
such as taking into account how quickly and how much other investors have
invested into a particular note. That
way it’s possible to ride the coattails of
those professional investors who have
potentially put you at a disadvantage in
the first place.

has become embroiled in a scandal
at home, with police investigators
reportedly having detained employees
over questions about illegal business
practices. If Yirendai wanted to use its
IPO to demonstrate that it is different,
Ezubao has certainly helped it to create
a strong contrast. “The [Chinese P2P
lending] industry is chaotic without
regulation,” Fang said. “Without the
right regulations and a good way of
doing business, it’s really hurting market sentiment and the consumer.” The
Yirendai IPO, then, is about trying to
turn that ship around.

China’s P2P lending marketplace is
a flurry of competition, with numerous players having raised major rounds
over the past year. But as of today, only
one Chinese P2P lender can lay claim
to having listed in the United States:
Yirendai [8]. As planned, Yirendai listed
on the NYSE under the tag YRD, raising
US$75 million in an offering of American Depository Shares priced at US$10
each. Yirendai is still majority-owned by

CreditEase, a Chinese financial services
company, and the company has been
profitable for over a year. “Actually [the
IPO] was a strategic decision for us,” Ms.
Fang, CEO of Yirendai, said. “Getting the
money was not our main goal.” Instead,
Fang said, the IPO is more about showing prudence and building confidence
with consumers at home in a market
that’s pretty chaotic. “By disclosing all
of our information and business details
[to the SEC], we think it will help shape
the industry in China.”
In that sense, Yirendai’s IPO couldn’t
have come at a more opportune moment. Just as the company is listing on
the NYSE, demonstrating that it passes
muster with stringent SEC regulations, its largest competitor Ezubao
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Yirendai and other services like it
make their money by taking a cut of the
returns (and sometimes also through
additional fees). Yirendai also offers
some additional services like “automated investment,” which matches
lenders with borrowers automatically.
Its website claims that in the past seven
days, more than 4,100 loans have
been issued through its platform, and
more than 1.6 million users earned
interest on the money they lent. The
company’s SEC prospectus claims that
from its inception in 2012 to now it
has issued US$1 billion in loans, with a
year-on-year loan volume growth of
700 percent. It says that over the first
six months of 2015 it had more than
62,000 active borrowers and more
than 59,000 active investors/lenders,

facilitating more than US$597 million
in loans. During that same period, the
company says it generated US$79 million in net revenue.
Yirendai says its
market is expected
to grow at a rate of
about 25 percent per
year over the next
few years. But the
company faces a lot
of competition; China’s P2P market is
both crowded and well-funded. This
year, for example, we’ve seen Xiaomi-backed Jimubox raise a US$84
million series C, China Rapid Finance
raise a US$35 million series C, Dianrong raise a US$207 million funding
round [9], and FirstP2P raise a US$41
million series B, among many others.
P2P lending in China probably isn’t a
zero sum game — it may be that several
of these companies can rise to the top
together — but there’s no way everyone’s going to win.
As mentioned, China Rapid Finance,
which claims to be the country’s largest
online consumer lending marketplace,
has closed a $35M Series C led by
Broadline Capital [10]. The round pegs
the company’s pre-money valuation
of $1B. China Rapid Finance is reportedly gearing up for an IPO in the US.
Founded in 2001, the company has
already facilitated 2.5M loans on its
platform, which connects borrowers
and lenders. Part of its plans for its latest
funding round is marketing to the 50M
consumers it has already pre-screened.
After years of tight control by the government, China’s consumer loan and
credit card market is opening up. Many
Chinese consumers, however, don’t
have credit scores because there isn’t a
ubiquitous system like FICO in the US.
Peer-to-peer lending startup Jimubox has just secured $84 million in
series C [11] funding. It comes seven
months after the Beijing-based firm
attracted US$37 million from Xiaomi
and ShunWei Capital, a venture capital
fund headed by the phone maker’s
founder, Lei Jun. This time round the
lead investor is UK’s Investec Bank. Haitong Kaiyuan Investment also joined in,
along with new investors Mandra Capital and Zhong Capital Fund. Existing
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Jimubox backers Matrix China Partners,
Xiaomi, Shunwei, Ventech China, and
Magic Stone Alternative also threw in
some cash.

China tightened control of online
financing [14], saying it is looking to
develop healthy industry growth amid
criticism the platforms contributed to

Peer-to-peer lending in China is one
of the hottest — if not the hottest [12]
— business model in China’s venture
capital scene right now. P2P lending
startups are getting funded left and
right, with new names entering the
game each week. The pace of these
companies flooding the market has
risen so dramatically that we’ve largely
given up on covering all of them.

an equities plunge that wiped $US3
trillion off the market. All client funds
must be parked at established banks
and Internet finance firms will need
approval from financial as well as cyberspace regulators, the People’s Bank
of China said. They must also provide
sufficient disclosure and send risk
reminders to clients. The sites offered
3.1 billion yuan ($US499 million) of
new loans for stock investment in May
2015, about six times that of January. The People’s Bank of China will
supervise online payments while the
China Banking Regulatory Commission
will oversee online lending, trust and
consumer finance. The China Securities
Regulatory Commission will handle
equity crowd-funding and online fund
sales, while insurance will be looked
after by the China Insurance Regulatory
Commission.

China’s loan sharks come under attack from P2P lenders. Today there are
more than 2,000 peer-to-peer lenders
[13] in China. Some of them are outright
frauds, enticing lenders to hand money
to non-existent borrowers. Others are
loan sharks, charging exorbitant interest
to customers desperate for short-term
funds, as in Nanjing. And others extend
credit on reasonable terms to small
and medium enterprises, and individual entrepreneurs, who are either too
insignificant or too iffy for the banks.
Legitimate P2P internet lenders are
slowly achieving critical mass in China,
with the support of regulators frustrated by the banks’ reluctance to lend to
small borrowers. Many small enterprises are in the service sector, so they
lack the collateral that banks demand.
In addition, the internet lenders have
created a virtual infrastructure, including a credit bureau set up by the Alipay
unit of Alibaba, that is comparable with
or even superior to that of traditional
banks. And while they still account for a
tiny percentage of Chinese credit flows,
these firms are now being taken seriously by banks as gargantuan as HSBC.
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Peer-to-peer lending websites,
which match borrowers with lenders,
should serve only as intermediaries and
are banned from “enhancing borrower
credit worthiness” or raising funds illegally, according to the new rules. Online crowd-funding must not “mislead
or cheat investors.” The PBOC added
that Internet finance activities were
bringing new problems and risks as
there were “no market entrance threshold, no game rules and no regulatory
oversight.” It will set up an Internet finance association and support financial
institutions starting online businesses
including in banking, insurance and
securities-related offerings

Experts estimates that 1,500 of the
platforms may go bankrupt or have
difficulty paying dues, up from 275 in
2014, while Dagong Global Credit
Rating Co. has put more than 1,300
P2P companies on a blacklist that flags
them as too risky and opaque. The
CSRC said it would stop online sites
from handing out new loans for share
purchases, blaming some “information
technology service providers” for illegal
practices that it said contributed to the
stock plunge.
P2P lending growing very fast in
India too. Lendingkart, a New Delhi-based platform for small businesses loans, has raised a Series A of $10
million from Saama Capital, Mayfield
Fund, Shailesh Mehta, and Ashvin
Chadha [15]. Since launching a year
ago, Lendingkart has processed loans
from 50 cities and 17 states across
India. It will use its new capital to expand into all towns and cities in India,
improve its credit scoring technology,
and hire more employees. The startup
is similar to LendingClub in that it allows
businesses to apply for loans online,
bypassing banks and other traditional
finance institutions. Co-founder and
chief executive officer Harshvardhan
Lunia explains that Lendingkart’s algorithms use 1,500 data points to score
credit application. The site claims that
its application process takes just 15
minutes, with most loans approved in
a few hours and disbursed within three
working days.
IndiaLends, a
Delhi-based credit
underwriting and
analytics platform
for unsecured consumer lending, has
raised an undisclosed
amount in funding [16] led by Singapore-based DSG Consumer Partners,
with participation from a few angel investors including private equity investor
Siddharth Parekh. The startup, launched
in March this year, plans to utilise the
capital to grow its operations, improve
technology and analytics capabilities
and acquire talent. It also plans to expand its operations to other cities soon,
starting with Mumbai and Bangalore.
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Peer-to-peer lenders Lending Club
and Prosper set the stage for the lending marketplace boom, but the latest
generation of lending tech is all about
verticals [17]. The marketplace model
has been proven, and now entrepreneurs are tweaking it to fit all industries.
Student loan marketplace SoFi‘s $200
million monster round in January, led
by Third Point, is the largest round
tracked to date.

the trillion-dollar marketplace lending
industry.
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Orchard, a Canaan portfolio company, launched last year to simplify online
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powers seven investment platforms,
including Lending Club, Prosper, and
OnDeck. Burton says there are 450
more currently on their wait list. “As
soon as you start talking to operations
or accounting teams, you realize that
the thought of trying to track $100 million worth of $8,000 loans is just terrifying — none of their systems are set up
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Matt Burton, founder of Orchard.
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Online-lending
This year, your holiday shopping
mall excursion will feature an unprecedented array of payment options (it
is, after all, nearly 2016). In addition to
cash and credit, we have things like
wireless mobile payments and even the
ability to pay using our watches. Now
we can add another. PayPal cofounder
Max Levchin has a new option to add
to the mix: on-the-fly credit loans with
fewer fees and more customer transparency than traditional credit cards.
Affirm, Levchin’s latest startup, was
bringing its installment payments from
e-commerce to physical retail stores [1].
That was just one of the announcements Levchin is making today at
the Money 20/20 conference in Las
Vegas. In addition to making its instant
loans available IRL at cash registers at
select, as-yet-unnamed merchants—
powered by a new partnership with
payment-tech giant First Data—Affirm
is also bringing its installment payment
plan option to over-the-phone purchases made with partners like Modloft
and Coleman Furniture.
The Affirm process, Lin says, will
be less expensive than traditional
credit cards thanks to lower APRs and
a lack of late fees (not to mention a
lot fewer of those sneaky fees credit
card companies sometimes slip into
customers’ bills). Affirm is hoping to
court people with thin credit profiles,
such as immigrants and millennials who
have chosen not to use credit cards.
By pulling in what Lin calls “thousands
of data points” beyond one’s FICO
score, Affirm is able to get a broader,
more accurate idea of how likely each
applicant is to repay their loans. Hopefully the machines are right, because
each defaulted loan is another loss on
Affirm’s books.
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When the customer makes
a purchase at a retailer that
accepts Affirm payments, they
give the cashier their phone
number, which is entered into
the store’s POS system. The
customer is them prompted
to enter basic information
such as name, birthday, and
last four of social security
number on their smartphone.
From there, Affirm’s algorithm
checks against a wide array
of data sources to determine
if they are likely to repay the
loan (this goes well beyond
the typical FICO score, but
the company wouldn’t comment on which data sources
are used). Within a matter of
seconds, Affirm will approve
or deny the loan and, in the
former case, give them the
option to repay it within three,
six, or 12 months.

In June 2015 Affirm raised $275
million [2]. The “vast majority” of the
round is debt that the company expects
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to lend out to its customers, an average
of $400 at a time. Affirm’s investors
— Spark Capital Growth, Jefferies,
Andreessen Horowitz, Khosla Ventures
and Lightspeed Venture Partners — are
mostly putting up money for Affirm
to lend to its customers, rather than
buying equity in Affirm. That way the
startup doesn’t have to resell its loans.
Previously, Affirm had raised about $50
million, also a combination of debt and
equity.
San Francisco-based Affirm helps
people pay in installments for purchases, with a sliding scale 10 percent to
30 percent annual markup, based on
its estimation of the buyer’s creditworthiness. Affirm’s customers are “nearprime to sub-prime” — that is, financially responsible, but with a limited budget
or credit history and, often, a wariness
of credit cards. They can currently use
Affirm as a payment option at certain
online boutiques, such as Casper for
mattresses and Joybird for furniture, or
when buying courses through schools
like General Assembly.
Affirm makes an assessment of
creditworthiness based on a person’s
name, email, mobile number, birthday
and the last four digits of his or her social security number, as well as behav-

ioral factors like how long he or she
takes to remember all that information.
If that combination doesn’t quite add
up to a loan, Affirm may also ask borrowers to share information from other online sources, like a GitHub coding
profile or a savings account that shows
cash flow history.
Avant, an online marketplace for
consumer loans, raised $325 million in
new equity funding at a valuation well
“in the ballpark” of $2 billion [3]. Private
equity firm General Atlantic led the

(expected to launch by year-end) and
a revolving credit card product. The
company currently has around 750
employees, mostly in its Chicago
headquarters. It also has a Los Angeles
engineering office and UK office for its
British business.

include Blumberg Capital, HPE Growth
Capital, Värde Capital, Point Nine, Kreos
and Global Founders Capital. Victory
Park Capital, who provided credit line
for Kreditech, has a strong track record
backing finance startups that need
credit facilities, with others includ-

Previously online lending platform
Avant has acquired ReadyForZero [4],
a Y Combinator-backed startup that
helps consumers better manage their
personal debit and credit using online
financial software. Financial terms are
not being disclosed. ReadyForZero had
raised before around $5 million in seed
through Series A rounds from Citi Ventures, Polaris Ventures, YC, and others.
Also ReadyForZero’s co-founders Rod
Ebrahimi and Ignacio Thayer both participated in Y Combinator as had Avant’s
co-founders John Sun and Paul Zhang.
Another startup out of Europe
focused on online-lending has raised
a hefty round of funding. In September
2015 Kreditech, a German company
building a suite of credit and banking
products for consumers who have little
or no credit history, has raised €82.5
million ($92 million [5]) to continue
adding more products and geographies
to its platform. In July, investor and
PayPal co-founder Peter Thiel invested $44M [6] in this Series C round,
alongside Amadeus Capital Partners
and existing investors. The round was
led by U.S.-based private equity firm
J.C. Flowers. To date, Kreditech has
raised €70 million ($78 million) in equity
and €185 million ($206 million) in debt
[7]. Previous investors in the company

ing Borro and Kabbage. Kreditech,
based out of Hamburg, Germany and
co-founded by people with expertise
in machine learning and aggressive
e-commerce expansion (via stints at
Rocket Internet).

round. Other participants included J.P.
Morgan, Balyasny Asset Management
and existing shareholders Tiger Global
Management, August Capital, RRE Ventures and DFJ Growth.
“We’re trying to build a transformative company that could be a $50 billion to $100 billion business someday,
by becoming the preeminent provider
of credit to small and middle-income
consumers,” says Al Goldstein, Avant’s
founder and CEO. “We’ve been talking
to General Atlantic for the last couple of
years and really believe they will be super valuable as we build our business.”
Chicago-based Avant has now
raised more than $600 million in equity
funding since its 2012 inception, plus
another $1.1 billion in debt. It also has
arranged to sell another $1.8 billion of
loans via its institutional marketplace,
which lets qualified institutional investors purchase loans originated through
the Avant platform.
Online lending isn’t terribly novel
anymore, but Avant differs from much
of the competition in terms of both its
target (below-prime consumers) and
source of capital (from Avant itself,
rather than peer-to-peer). It believes the
former will make it a partner to industry
newcomers like Goldman Sachs, while
the latter means that it does not compete directly with LendingClub.
As for the future, Goldstein says
that while Avant currently only offers
an unsecured credit product in the
US, Canada and UK, it is working on
a secured product in the auto space
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Kreditech CFO Rene Griemens
declined to comment about the company’s valuation except to note that it
has “more than doubled” from the last
round, when it raised $40 million. (That
round, according to Kreditech itself,
valued the company at $190 million,
although Griemens points out with
currency fluctuations and inflation,
it’s inaccurate to simply double that
number.) Speculation was that it would
be on a pre-money valuation of $750
million, but that valuation was never
confirmed. He also added that the
round is not completely closed and
so there may be more from another
financial investor coming.

The company remains unprofitable,
and while it is not disclosing revenue
numbers, Griemens says operating

losses were halved in the first half of
the year compared to the same period
in 2014. Revenues are also growing at
a treble rate, he added. Kreditech today does most of its
business in Poland, Spain,
the Czech Republic, Mexico
and Russia, using its platform to pitch not to users
who might have other access
to credit and banking facilities,
but those who lack the credit history to
borrow money through other means.
Kreditech gets around this conundrum with technology: The company
has developed algorithms that weigh
up some 20,000 different data points
to assess an application. Greimens
says that 2 million people have been
scored, and the company has extended
500,000 loans to date.
He adds that the nature of Kreditech’s business may also play a role,
and believes what Kreditech does is not
the same as Wonga. “I think that what
many people in developed countries
don’t understand is that you can’t do
financial inclusion for the underbanked
at the same APR as you have in a
developed country. We are improving
conditions for people, people who
have had no access to proper financing
before.” He says typical APRs are around
30 percent, similar to credit cards in
those same regions.
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Going forward, the plan is to launch
in Brazil sometime in the next year, and
to continue expanding the products
Kreditech offers. Currently, there are
several brands that the company uses
with consumers — Kreditech is just
the overall company’s name — and
Griemens says the different products
will over time be consolidated under
one brand, Monedo. It’s also growing
average loan sizes, which are currently
between €800 and €1,500, versus the
microloands of €200-€400 that were
its initial mainstay.
The company’s business model is
based on fees and interest on its loans.
In 2014 the company made €21 million
in revenues and expects to make €55
million ($62 million) in 2015. While a lot
of tech companies out of Europe have
looked to the U.S. market to scale up,
Kreditech is taking a page from another
big player in the European tech world,
Rocket Internet (whose co-founder
Marc Samwer is an investor in Kreditech), in how it has chosen to grow.
The company has largely circumvented
the U.S. market (“largely” because it’s
picking up funding from there, if not
customers) in its roll out. Instead, it has
focused more — but not exclusively —
on countries with developing economies and people who are lack credit
ratings and possibly bank accounts.
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There are a lot of questions raised
about whether companies like Kreditech are playing a high-risk game by
going after the user segments that it
does. Kreditech has a relatively low
acceptance rate — 80% of applicants
might get refused — but Griemens
claims that it has a better default rate
than traditional banks.
ZestFinance, a financial technology
company whose algorithms enable it to
make loans to borrowers traditionally
not served by banks, has raised $150
million in debt financing from Fortress
Investment Group — another sign that
traditional financial firms see this as an
area of opportunity [8]. ZestFinance last
announced funding — a $20 million
round — in 2013. Investors include Peter Thiel, Northgate Capital, Lightspeed
Venture Partners, Matrix Venture Partners, Kensington Capital Holdings, and
Eastward Capital Partners. ZestFinance,
formerly known as ZestCash, started in
2009 and is based in Los Angeles.
In July 2015, the
company launched a
loan product called
Basix for near prime
borrowers who have
credit scores just
below the threshold
of what banks would consider worthy of
a loan. The Fortress investment will go
toward funding those loans and growing
the product. So far, Merrill says, the
company has made thousands of Basix
Loans totaling millions of dollars. The
company’s technology uses nontraditional factors to make lending decisions,
giving it the ability to lend to borrowers about whom banks may not have
enough reliable information to make
loans. It does not use traditional credit
scores in making lending decisions.
Upon launch in July, Merrill said typical
applicants for Basix Loans likely have
FICO scores of 600 to 680. According to
Credit Karma, an online credit service,
18.6% of people with a credit profile
have a score in that range, totaling 42.2
million people. In July, Merrill said that
many of these borrowers have multiple
debts or saw a drop in their credit score
after an unexpected medical expense,
but could, for instance use a Basix loan
to consolidate their debts, or pay back
a large medical expense in installments.

Basix loans range from $3,000-$5,000
to be paid back over a three-year period
with a fixed annual percentage rate of
between 26% to 36%. They feature a
15-day grace period to make on-time
payments, and ZestFinance reports the
borrower’s payments to credit reporting
agencies to help them build their credit
history. Basix Loans are available in 10
states – Alabama, California, Delaware,
Georgia, Illinois, Missouri, New Mexico, South Carolina, South Dakota and
Utah — with five more to be announced
soon. The company plans to reach all 50
states in 2016.
A year on from an Index Ventures-led $7 million Series A, London-based fintech startup Credit
Benchmark has extended its runway
with a $20 million Series B [9]. The
startup is building a platform aimed
at improving financial market benchmarks and risk assessment analysis by
aggregating anonymized credit risk
data from multiple banks to build up
consensus data. Credit Benchmark’s
new financing is led by Balderton Capital. The new funding will be used to
expand its data gathering efforts with
global IRB banks, extend its credit risk
assessment platform and grow its international team and presence, it said
today. “Staffing up is very important —
data scientists, and customer-facing
people are really where the focus is,” a
spokeswoman told.
A year ago Credit Benchmark said
it had a dozen global banks in the U.S.,
U.K. and Continental Europe committed
to supplying data. It’s now no longer
disclosing how many banks it has but
says it’s added “new contributors”.
Whether some banks that had previously signed up have since dropped
out is unclear. It’s also not breaking
out customer numbers at this stage.
Since it last raised, Credit Benchmark
adds that it has “invested heavily” in
security and scalability for its platform.
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“Credit Benchmark’s plan to provide
transparent credit information on more
than 200k companies will provide huge
value to all market participants. The
need for better data has never been
higher,” comments Balderton’s Bunting,
in a statement.
Self Lender has raised a $1.5 million
[10] round of seed capital from Silverton
Partners, who wrote the full check. The
new cash comes after the firm raised a
prior total of $535,000 from TechStars,
Kickstart Seed Fund, and Galvanize
Ventures. To date, Self Lender has raised
$2.035 million. The company uses
loans to help individuals establish, and
in some cases work to repair their credit
history. Self Lender, in a sense, allows
users to loan themselves money that
they repay over a regular period, after
which the initial sum is returned — you
can’t spend the loan amount, as it’s out
of your control until the payment period wraps up. It’s a neat way to help the
millions of Americans who have little
or no credit history get a start. According to the firm, these so-called “credit
builder loans” are products sometimes
offered by non-profits.
Vouch, a so-called “social network
for credit” founded by ex-PayPal and
ex-Prosper alumni, had an additional $6
million [11] in Series A funding to continue to grow its business. While there
are a number of alternative lending
startups on the market today, Vouch’s
differentiating factor is that it leverages
a person’s social connections in order
to determine their credit-worthiness.
In addition, these connections can
choose to “vouch” for a loan recipient –
even agreeing to pay back a portion of
the debt if the borrower defaults.
For recasting the $49 billion payday
loan business as an opportunity to
turn high-risk clients into near-prime
borrowers [12]. LendUp cofounder
Sasha Orloff said he can teach high-risk
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borrowers in the U.S. how to be more
responsible, and takes his inspiration
from Muhammad Yunus, the Nobel
Prize winner who pioneered microfinance for impoverished entrepreneurs
in Bangladesh. The target audience
here is huge: The U.S. government
reports that 34.4 million people are
“unbanked” or “underbanked.” The

LendUp app can process applications
for short-term loans up to $1,000 in
just minutes. Borrowers can’t automatically roll over those loans. Doing
so is the basis of a debt trap, which
shady banks thrive on. For the riskiest
borrowers, even LendUp offers rates
that can reach 300% on an annualized
basis—but LendUp gives these borrowers a way to reduce the rates to as low
as 29%, and improve themselves at the
same time, by taking online classes,
repaying loans in a timely manner, and
referring others. The company says
it will help top performers establish a
credit rating, a feat few others have
managed, and it reaches customers in
16 states. It recently penned a deal with
MoneyGram, enabling loan repayment
in real time at the chain’s stores, and it
has opened its loan-processing API to
developers.
More and more often large companies prefer p2p-lending platforms
to banks as lending partners. Uber has
partnered with the p2p-lender Zopa

[13] to assist drivers who want to purchase a car. In March 2015 the world’s
first crowdfunding platform celebrates
its 10thbirthday [14] and though it took
some time to break through, Zopa can
now claim to have spawned a movement that is taking on the established
banking industry in markets all around
the world.
That didn’t always look like it was
going to be the outcome. Zopa’s
launch in 2005 prompted admiring
glances from technology boffins and
finance gurus alike, but didn’t immediately capture the public’s imagination.
This, after all, was an innocent time
when people still believed in their
banks — why deposit your money

bank (the fact the ATM was working
was miracle enough), while savers
began to feel more – rather than
less — comfortable depositing their
money with a non-bank. The match
was made.
Since then, it has been one-way
traffic. While credit markets have
eased since the crisis, the bond of trust
between the banks and consumers has
not been repaired. Moreover, political
support for crowdfunding has grown
and grown amid concern about the
inability of banks to get funding to small
businesses. While this is not the constituency that Zopa serves — its platform is
still limited to individual borrowers — it
has benefitted from that support and
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with Zopa, or borrow from it, when
the banking system offered exactly
that service to all those who needed
it, much more securely and at only
marginally inferior prices?
Zopa’s vision was
of a technology that
would disintermediate
the banking sector –
connect borrowers
and savers without the
banks taking a cut. That was far-sighted but it took the financial crisis to
persuade people en masse that they
should participate in this process of
disintermediation.
Zopa couldn’t have predicted the
crisis, but its launch was predicated
on the idea that the banks were out
to serve themselves rather than their
customers. And when the collapse
duly came, it was in the right place at
the right time to capitalise. Borrowers
looking for affordable loans were no
longer able to find them at their local
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the uplift in credibility that the whole
crowdfunding sector has enjoyed. It
will, for example, be able to offer savers
tax-free returns once the Government
finalises its plans to allow Britons to
hold peer-to-peer lending within their
tax-free individual savings accounts
later this year.
Nevertheless, to put Zopa’s growth
trajectory into perspective, the business facilitated as much lending last
year as the total amount lent during its
first nine years of existence. However,
institutional money is now coming
to the UK crowdfunding sector and
Zopa is thinking about how to get its
fair share. There will be other opportunities for expansion too – from
mortgages to overseas markets – even
if capturing a greater share of the
£25bn consumer loan market isn’t a
grand enough ambition for a business
that has lent just over £760m so far in
its history. Wherever Zopa goes from
here, but it will always be able to point
out that it was a world first.
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Online-loans
for students

According to a report on millennials issued by the White House, total student outstanding
loan debt surpassed $1 trillion by the end of the second quarter of 2014, making it the
second largest category of household debt, and the average amount carried by each
borrower is inexcess of $35,000. The rate of student debt has quadrupled over the last
12 years and, at $1.3 trillion, now exceeds every other form of consumer debt aside from
mortgages [1]. Today’s students and graduates have huge liabilities as they start their
careers, which we must remember is a burden that previous generations barely had.
Market leader SoFi, which has so far funded more than $4 billion in loans and said at
the end of September 2015 that it expects to fund $6 billion in loans by the end of 2015.
CommonBond as “second SoFi”

In November 2015, the three-yearold company announced [2] that it
raised $35 million in a Series B funding
round led by August Capital, with
investment from Nyca Partners. Existing
investors TriBeCa Venture Partners,
Social Capital, and Tom Glocer also
chipped in. CommonBond didn’t
disclose its current valuation or its
total amount of funding. Previously, in
2013, the company raised $100 million
in equity and debt, as part of a Series
A round, which was led by Tribeca
Venture Partners and included former
Citigroup CEO Vikram S. Pandit as an
investor.
CommonBond wants to make
loans more affordable to a larger (if
more elite) slice of the market. Starting at a less than two percent annual
percentage rate (APR), with fixed rates
peaking at around 6 percent, young
professionals in heaps of student debt
can refinance up to $220,000 worth of
loans — provided they make a salient —
often triple figure — salary, and have
an approved credit score. An average
borrower at CommonBond has a FICO
rating of 770. CommonBond estimates
that borrowers save more than $14,000
by using the service.
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David Klein, CommonBond’s
35-year-old founder and CEO, sees
a broader theme taking place in the
market. With the most recent financing, Klein plans to roughly double his
current team of 35 employees, which
more than doubled since the beginning of 2015, when there were only
15 employees. The company will also
continue to build out its data-intensive
algorithm for determining client risk.

a competing lending firm, has refinanced more than $3 billion in student
loans to date. At present, CommonBond is not cash flow positive, but
Klein expects that it will turn profitable
within the next two years. And thus
far, no borrower has ever defaulted
on a loan. “We’ve proven that this is a
platform where underwriting upfront
is incredibly strong. We’ve earned the
right to expand further. We’ll continue

To date, CommonBond has refinanced over $100 million worth of
student loans, and projects surpassing $1 billion by the ended of 2016.
For reference, San Francisco based
SoFi (also called Social Finance Inc.,)

to methodically grow, making underwriting and modeling more sophisticated, so we can provide our service to
more people without sacrificing credit
quality,” Klein says.
Since CommonBond’s founding
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in 2012, it has expanded to serve
graduates of more than 200 graduate
schools. By the end of this year, it projects serving every graduate program in
the country — that’s more than 2,000
schools.
Still, analysts believe that companies
like CommonBond will ultimately have
to expand to a larger and less wealthy
client base.
CommonBond borrowers are able
to refinance their student loans to a
lower interest rate than the federal
government or private banks can offer,
saving the borrower on average about
$14,000 over the life of the loan [3].
But what is really setting CommonBond apart is their technology, which
simplifies and speeds up the process of
getting a student loan, and a business
model that puts customer service front
and center. Borrowers become part
of the “CommonBond Family,” which
offers networking opportunities, panels
and events, career support, hosted
dinners, and much more. The success
that Klein has found is in no small part
due to his company’s focus on the
customer first.

from hundreds of applicants and borrowers, is telling us that the CommonBond borrower experience is hands
down one of the best. Now, multiply
that out over the next five years, or ten
years, and that’s the kind of stuff that
brands are built around. That’s why
I think companies like Zappos are as
popular as they are.”
“One of the things that we’ve been
methodical about in our growth is
people. We have a team of 35 right
now, while others at our stage might be
75 or 100. We heavily leverage technology and we take hiring very seriously.
Hiring the right people and being really
thoughtful about who you put in place
early is critical. These early hires are the
bedrock of our company and will be
critical to us scaling our business while
maintaining, if not improving, the borrower experience as we grow.” “Zappos
is a prime example.”

“We decided to take a customer-first
view, and be maniacal about that. We
wanted to get the product and price
right, of course, but then build technology to truly simplify and speed up the
process. We decided to offer customer
service in a way that nobody else in
finance was doing, and frankly nobody
else in finance is still doing.

In December 2015 CommonBond, a
New York-based financial tech company, announced [4] it will be offering assistance with student loan repayment.

Our customer feedback loop,
through our Net Promoter Score (NPS)
score, as well as unsolicited feedback

CommonBond’s cofounder and
CEO David Klein told Fast Company
that with about half of the staff cur-

rently paying back loans, the decision to help reduce their payments
was met with excitement. “In fact,
100% of them with student debt have
already enrolled in the benefit,” Klein
says. “Offering this benefit relates
to a broader theme taking shape in
the workplace, which is the growing
emphasis companies are placing on
financial wellness,” Klein explains.
Indeed, CommonBond is joining a
small (about 3% of private sector businesses, according to the Society for
Human Resource Management) but
growing number of companies that
are starting to implement this benefit.
Klein chalks it up to employers staying
ahead of a shift in preferences among
millennials, who now make up onethird of the U.S. workforce and are
carrying a load of debt.
No wonder a survey of 1,000 workers with student loans from student

loan management company iontuition
found that nearly 80% with debt said
they wanted to work for a company
that offered repayment assistance.
Among the individuals surveyed, nearly
half (49%) said they would prefer their
employer contribute to reducing their
debt rather than a 401(k) plan. Klein
cites another benefits preference study
that found among 400 college-educated millennial participants, 85% would
accept a job offer when student loan
repayment is included. “Many overwhelmingly prefer debt repayment to
other perks, such as 401(k) and health
insurance contributions, free food, and
gym memberships,” he points out.
CommonBond’s Klein notes that
its benefit is $100 per month provided
to all employees with student debt,
until the loan is fully paid off, so long
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as they are employed at the company.
“Typically, companies that offer this
benefit will cap it, either by time or
lifetime amount or role,” he says, “At
CommonBond, there are no such caps.”
CommonBond’s Klein admits that $100
per month might sound small. “But over
10 years—a typical term for a student
loan—that’s $12,000,” he observes. “Additionally, based on our research across
the industry, this is the richest student
loan benefit that exists, in terms of benefit to the employee,” he contends.

Student Loan
Hero fighting for
financial literacy
of young adults

In America, there are 40 million borrowers that collectively own more than
$1.2 trillion. Out of all the borrowers in
the country, some 8 million default on
their debt. So, what really happens to
the graduates who defaulted on their
student loan?
Andrew Josuweit is the CEO of the
Student Loan Hero, a website that helps
people save on their student loans [5].
When he graduated in 2009, he had a
total of $104,000 of college debt from
16 various student loan services.

So what he did was sign up for an income-based repayment plan to pay for
his federal loans. Then he enrolled in a
rehabilitation program to erase the default on his credit history after making
nine consecutive monthly payments.
He makes sure he pays his highest-interest-rate loans first and the
other loans that have the smallest
principle balance. He refinanced the
rest of his loans, which helped lower his
interest rate by 1.5 percent. This helped
improved his credit score. Also, thankfully, his online business made $68,000
in 2014 and is getting better.
There are serious consequences
when defaulting on a student loan. For
those who defaulted on their federal
loan, the government can get your tax
refunds, garnish your salary without going to court; they can even get money
from your Social Security checks.

else they’ve gone to for help has been
able to do,” says Josuweit.
Student Loan Hero provides an
array of resources, including debt
calculators and advice on repayment
options. Josuweit says he is not that
surprised by students’ lack of knowledge when it comes to student loans
due to what he says is a “broken and
complicated system.”
“Paying off debt is a marathon, not a
sprint. You won’t eliminate your student
loans overnight, but you don’t have to
live a miserable, penny-pinching lifestyle until they’re gone, either. Making
smart financial choices, like budgeting,
finding creative ways to boost your
income, and sticking to a structured
repayment plan can go a long way.” [7].

Although there are repayment
assistance programs available, some
borrowers are not aware of them or
don’t know how to gain access. That’s
where Andrew Josuweit comes in [6].
So far, Student Loan Hero has
20,000 users and helped borrowers
refinance more than $130 million in

Affirm: the
latest entrant
into space

Because of this humongous amount
of debt, his relationship with his parents suffered. He had to take multiple
undignified jobs. He had to live in
Southeast Asia, where the cost of living
is cheaper, and he couldn’t even get
approval for an apartment when his
girlfriend moved in with him. He found
out that after 270 days of not paying,
the college loan will go into default and
the creditor will transfer the debtor’s
information to a collection agency.
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loans last year. He says he was inspired
to educate other borrowers about their
options and empower them to get out
of student loan debt once and for all.
“Every day we get phone calls from
people who have had such a bad experience working with other student loan
servicers, and who are calling us as a
last resort. I wish this weren’t the case,
but most of those people tell us that
by providing free and unbiased advice,
we’re providing a service that no one
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One more online lender begin offering student loans. The latest entrant
into this space is Affirm, the financial
technology startup that PayPal founder
Max Levchin launched back in 2014 [8].
Starting July 2015, students at General
Assembly, Bloc, Kaplan’s Dev Bootcamp, and Metis will be able to secure
loans that last 12, 15, or 18 months,
with interest rates ranging from 6 to 20
percent. In most cases, students won’t
be required to pay back the loan during
the first six months they’re enrolled in
the program.

With this new product, Affirm joins
companies like Earnest and Upstart,
which have also begun offering student
loans for this same demographic.
Levchin says he expects this field will
only grow with time, as more students
pursue this type of education. Levchin
argues that there are differences in
quality with any education system.
“In four-year programs, there’s a real
difference between Stanford and a state
school computer science degree,” he
says. “In that sense undoubtedly there’s
a pecking order.”
That’s why he says Affirm is being
purposely selective, and only working
with bootcamps that place a high percentage of their graduates in high-paying jobs. That’s not just for branding. It’s
for financial reasons too. The students
who stand the best chance of paying
Affirm back on time will be the ones
who are able to secure those jobs after
graduating.

Coding bootcamps, or these short
10-week to several month long courses
in software development, have blown
up over the last few years. Total course
revenue for these camps may ramp up
to north of $170 million this year with
more than 16,000 students, according
to Course Report [10]. Their average
cost is around $9,900, but that can rise
to nearly $20,000 for some of the more
expensive providers.
Levchin disputed the idea that loans
for coding bootcamp loans might fuel
an already rapidly growing student
lending bubble. “It’s a little bit outside
of what we’re doing, but it’s something
I’m trying to wrap my head around,”
Levchin said. “If you look at the default
rates for some of these schools, they’re
unbelievably high. Then of course,
these loans are essentially guaranteed
by the government. It’s a giant vortex of
cash into the ground.”

product is student loan refinancing.
Rolled out in late January, when the
company received a $17 million series
A round of financing, that offering has
helped fuel rapid growth, bringing this
year’s total loan volume to about $400
million dollars, 50 times greater than
the $8 million Forbes reported it lent
last year.
The company has also added staff
at a quick pace. Now at 160 employees, up from 30 a year ago, it plans
to add another 200 new workers —
primarily in engineering, such as data
engineering, data science, product
design and product management. The
goal is to expand into new products,
and eventually, to become the Amazon
of financial services.
Many of the companies in this category use alma mater, major, employment and credit score to underwrite the

Levchin’s ultimate goal is to apply
these indicators to more industries to
create a suite of online credit and loan
products, all under the Affirm umbrella.
“Our goal is not about being a pointof-sale lender or education lender. It’s
fundamentally about helping people
improve their quality of life through
responsible use of debt.”
Meanwhile, Affirm is moving fast to
piggyback on the success of Earnest,
one of the first financial services companies to target bootcamp students
and the current market leader [9].
Earnest’s bootcamp loan volume for
the first half of this year was double its
volume for the second half of last year,
the company says. (Earnest administers
its bootcamp loans in a manner similar
to its personal loans, as Affirm plans
to do. These are private loans that
happen to be for students, not to be
confused with federal student loans).
For Affirm, which raised $275
million, the bootcamp loans represent
a first foray into a more specific need
category. When students are accepted
to one of Affirm’s partner schools, like
Dev BootCamp or GA, their congratulatory email will include a link to a
school-specific landing page with information about financing through Affirm.
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Examples of
new players:
Ernest,
WeFinance and
Credible

In November 2015 Earnest, one of
the new online lenders using smart
algorithms to serve millennials who
may have short credit histories, announced $275 million in new funding
[11]. Seventy-five million dollars of that
is a series B round led by venture capital
firm Battery Ventures, and an additional $200 million comes in the form of
lending capital from New York Life and
other insurance companies.
The San Francisco-based company,
launched in May 2014, started out making personal loans, but its most popular
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loans and determine the interest rate.
Earnest, on the other hand, eschews
the credit score and instead adds in
checking, credit and savings (including retirement) data, noting not only
whether the applicant made a credit
card payment on time but also whether
she paid the minimum or full balance,
and spotting financially responsible
borrowers due to their savings behaviors. That, in turn, allows the company
to offer some of the least expensive
loans on the market, saving its borrowers an average of $18,000; the average
loan amount is $70,000.
The company also uses the 80,000100,000 data points it gathers on
each user to offer a precision pricing
feature, in which borrowers can switch
between variable and fixed rates, drop
from a 15-year to a five-year loan

(particularly appealing to those, such
as medical residents, who see their
incomes rise), customize their loan
payments down to the penny, or pay
biweekly to better match with their
paychecks. All these tweaks can save
borrowers even more on their loans.
More than 95% of its clients take advantage of precision pricing, which Beryl
says accounts for a large portion of the
$18,000 that the company saves its
borrowers on average.
Beryl credits these features for the
company’s high net promoter score (a
number from -100 to 100 that expresses a consumer’s willingness to recommend a company to others). At 81, he
says it is higher than any in financial
services. (In March, NPS co-creator
Satmetrix announced that Costco had
the highest overall score at 79).
So far, Earnest’s big data algorithm
has enabled it to target a financially responsible crowd. Although it’s too soon
to determine the company’s default
rate — typically, defaults peak in the
second year of the loan — the company
so far has a default rate of 0% and none
of its student loan refinancing borrowers have ever missed a payment.
“Really high-quality, high-potential
young people are just being dramatically overcharged and mispriced by the
credit system,” Beryl says [12]. “You’ve
heard all of these things—you need to
go get a J.Crew card, and pay it off—
that’s crazy! All the workarounds—the
system isn’t built right.” Earnest is an
attempt to correct those flaws, and
in the process save young borrowers
thousands of dollars.
Earnest is on track to hit a lending
run rate of $1 billion by the end of the
year. According to the company, the average customer paying off a bachelor’s
degree will save $11,143 with Earnest;
savings are even higher for graduate-level degree-holders like MBAs
($14,740) and lawyers ($30,715).

while reducing lenders’ risk. The new
peer-to-peer lending platform operates
something like a Kickstarter for personal
loans — largely those in the range of
$10,000 to $20,000, and many of
which are being used to help borrowers fund their educational expenses,
including tuitions, bootcamps, financial
support during unpaid internships, and
more. Founded in early 2014, the idea
for the site comes from co-founder
and CEO Eric Mayefsky, who previously
spent three-and-a-half years at Facebook as a product manager focused
on ads optimization, infrastructure and
stability. He explains that, while at the
company, he began to loan his friends
money directly on good terms, in order
to save them from the otherwise “exorbitant rates” they would have to pay on
that debt. The problem, in many cases,
was that the things that made them low
risk didn’t reflect on their credit scores,
he explains. “They had very little credit
history,” Mayefsky says. “They had good
jobs in their past or they had good jobs
lined up. In my perspective, they were
very low risk.”
On WeFinance, which is also
co-founded by Willy Chu, previously
of Credit Karma and Kiva.org, borrowers write a brief loan application,
and link to their Facebook account to
verify their identity. They’re also encouraged to link to their LinkedIn too,
so lenders can view their educational
background and work history. The site
then vets their application, offering
them feedback on what to change,
and if approved, it goes live. Dwolla,
meanwhile, is used for the payments
and WeFinance covers the fees associated with that.

WeFinance,
launched in April 2015
[13], is the new startup
to use a combination
of technology and
crowdfunding in order to offer borrowers lower interest rates on loans,
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In addition, the idea with WeFinance
is that the borrowers aren’t meant to
immediately rely on an anonymous
crowd of lenders to support them, but
rather they first rally support from their
own network of family and friends
instead. “Traditional credit metrics
don’t work that well for people at that
stage in their life,” notes Mayefsky.
But he adds the site has also helped
those who are out of school, too, and
undergoing a transition — like switching careers, or taking time off to have a
child, for example.
Student loan marketplace Credible
is trying to connect students to the
best deal available [14]. In February
2015, the San Francisco-based company announced it has closed the final
$1.5 million tranche of its $2.7 million
seed financing, the total raised thus far
for the two-year-old company. “In ten
seconds, a recent graduate can use
Credible’s comparison tool to find out
if they are overpaying on their student
loans,” founder and CEO Stephen
Dash told. In five minutes, he added,
a student borrower can complete a
Profile that enables lenders to offer
personalized quotes with exact rates
for private loans. In a Dashboard, users
can compare such factors as APR,
monthly payment, fixed or variable
interest rate, total repayments, and
estimated savings. There’s no charge
for borrowers to use the platform, as
lenders for completed loans pay a fee
to Credible. The company said it does
not sell leads or user data.
More than 15,000 profiles have been
created on Credible since it launched in
March 2014. The site focuses on helping
borrowers in the refinancing of exist-

ing loans — as opposed to their initial
college loans — because “this is where
borrowers can save the most money by
comparing lenders’ offers,” Dash said.
“A graduate is typically a much more
attractive lending proposition than a
student,” he said, because they have a
longer credit history, usually have a job,
and have a university degree. Most other
online facilitators of loan refinancing are
lenders themselves, Dash said, including
Citizens Bank, CuStudentLoans, Earnest,
CordiaGrad, Success Loans, iHelp, and
others. By contrast, he said, Credible
is a nonlending matchmaker between
borrowers and lender — “a Kayak for
student loans,” the company says.
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com/3046474/most-creative-people/can-earnest-convince-graduating-millennials-to-talk-aboutgulp-their-fi
13. http://techcrunch.
com/2015/04/07/wefinance-offers-a-crowdfunded-alternative-to-student-loans-and-more/
14. http://venturebeat.
com/2015/02/19/credible-a-kayak-for-student-loans-lands-2-7mfor-itself/

New technology
has fuelled the
growth of alternative
lenders which offer
both higher yields
to investors and
faster, cheaper, more
convenient loans
for borrowers than
traditional banks.
Private investors
are continuing to
plow hundreds of
millions of dollars into
alternative-lending
startups at valuations
of more than $1
billion.

Much of the success of Working
Capital is owed to the fall of the banking system during the 2008 financial
crisis. Small businesses are still down
20 percent from the great recession,
with many struggling to find access to
capital from traditional bank loans. As a
result, alternative lending systems such
as Working Capital have flourished
due to their departure from all the old
guard red tape.
Small businesses are often in need
of quick capital that can’t be accessed
through traditional bank loans or credit
cards. The 2008 financial crisis left hundreds of thousands of small businesses
with pent-up demand for working
capital to grow their businesses. Only
2.4 million traditional loans were
originated to businesses with $1 million
or less in revenue in 2013, down 54%
from 2007. Following the 2008 financial
crisis, banks severely restricted access
to capital, disproportionately affecting
fledgling and medium-sized businesses.
Annual loan originations to businesses
with $1 million or less in revenue fell
dramatically between 2007 and 2013.
For new players this created an
opportunity. They are now offering
loans and advances to their small-business clients. To fill this niche, a handful
of start-ups and payments companies
are now offering small businesses a
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and factoring
financing opportunity that works like an
advance on sales.
Just as the convergence of technology and money has created a land
rush of alternative finance players
offering loans and cash advances, so
too have companies sprung up in this
long-overlooked area of providing
capital off of unpaid invoices. While
each of these companies takes a
somewhat different approach to providing capital based off of invoices, for
cash-pressed small businesses they’re
all attacking the same problem. In the
United States, these invoices represent
a $72 trillion market.
More than £1bn has
been lent to small UK
businesses through
Funding Circle since
the company was
launched in 2010, demonstrating the
rising popularity of alternative lending
among consumers [1]. The peer-topeer lender matches investors — ranging from individuals to local authorities
to financial institutions — with small and
mid-sized companies seeking loans.
Investors lent £500m through the
markeplace lender during 2015. The
company expects a further £1bn to pass
through its systems during 2016.
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Funding Circle claims it is cheaper
and quicker to approve a loan through
its systems than from a traditional
lender because it bypasses “inefficient”
banking processes. “Over the last five
years, the Funding Circle marketplace
model has proved to be a more efficient way for businesses to access the
finance they need to grow and expand,”
said James Meekings, the company’s
UK managing director and co-founder.
He said more than 12,000 British companies had used the platform during
that period.
Funding Circle, which has operations in the US, Germany, Spain
and the Netherlands, said its investors included 45,000 individuals, the
government-backed British Business
Bank, 19 local authorities, Huddersfield
University and a wide range of financial
institutions. They have lent $1.8bn to
15,000 businesses globally. The company made a loss of £19.4m on sales
of £13.1m in 2014, the latest year for
which figures are available. It expects
sales to triple in 2015 to almost £40m,
and anticipates that its UK division will
turn a profit in 2016 — though its international businesses and the company
as a whole will remain loss-making.

In November 2015, Funding Circle
launched its own investment trust
[2] after raising £150m from a group
of institutional investors to focus on
loans to small businesses. Rather than
invest in loans directly through a P2P
platform, individual and institutional
investors can buy and sell shares in the
vehicle, which will manage a selection
of loans on their behalf. Funding Circle,
the peer-to-peer lender, has listed its
small business investment trust on
the London Stock Exchange, bringing
crowdfunding to the wider investment
community for the first time. The trust is
targeting a dividend yield of about 7pc
a year. It is eligible for self-invested personal pensions and tax-free individual
savings accounts.
In October 2015,
Funding Circle acquired
rival funding platform
Zencap [3], which lends
to small businesses in
Germany, Spain and the Netherlands, to
facilitate the expansion into Europe. Zencap launched 18 months ago before
the date and has so far lent more than
30 million euros ($34 million) to around
500 businesses. Financial details were
not disclosed.
In April 2015, Funding Circle raised
$150 million in venture funding, in a
round that we have confirmed values
the startup at over $1 billion [4].
This latest round was
led by DST Global, with
participation also from
Baillie Gifford, a fund
managed by BlackRock,
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Sands Capital Ventures and Singapore’s
Temasek. “We are delighted to support
Samir and the team at Funding Circle as
they continue to grow and deliver value
to both sides of their marketplace,” said
Yuri Milner, founder of DST Global in
a statement. DST has backed a wide
range of other huge Internet companies and those that look like they are
on their way to being huge. Of the $65
million it raised last summer, the “vast
majority is still on the balance sheet”.
Additionally, it’s announced some
key appointments to bolster its growth.
David Yu, formerly the CEO and CTO of
online betting business Betfair, is Funding Circle’s new chief product officer. It
has also appointed Chitra Nayak, previously COO of Salesforce’s Platform
business, as its U.S. COO.
CEO said that about 2% of Funding
Circle’s loans “go bad” each year, but
overall investors are seeing returns of 7%
on their investments in the UK, and 10%
in the U.S. Interest rates are not drastically different from what a customer
might see from a bank loan — anything
from 6% to 20% Desai says — but the
key difference is simply that the business
may get the money using Funding Circle, when it might not be so lucky with
the bank. Funding Circle makes income
by taking between 2% and 5% from the
borrower, and 1% per year from lenders,
largely for a servicing fee.
This is one of the largest funding
rounds for a startup out of London, and
for a lending platform anywhere. Other
notable fintech fundings out of Europe
include WorldRemit, which picked up

Money of the Future 2015 | Life.SREDA VC | lifesreda.com

$100 million in February, $58 million
for TransferWise, and Kreditech’s $40
million. Funding Circle has now raised
$273 million to date, with other investors including Index Ventures, Accel
Partners, Union Square Ventures and
Ribbit Capital.
“Rather than selling direct to customers, eBay connected up thousands
of people across the world to enable
them to transact themselves,” says Desai. “It led to better priced goods, and
people actually finding what they were
looking for.” Uber, Etsy and Airbnb have
all seen their popularity (and revenue)
rocket by following the same model.
“The biggest thing is that a lot of these
companies don’t have specific goods —
Alibaba, the world’s biggest retailer,
has no inventory; Airbnb doesn’t have
any hotel rooms; Facebook doesn’t
create its own content. These markets
connect up thousands of citizens but
create nothing beyond their network.”
[5] “We have no balance sheet or risk
ourselves, we connect up lenders and
borrowers.”
The lending marketplace is only
set to boom further, Desai predicts,
pointing to Morgan Stanley projections
that see it hitting $290bn by 2020.
Using data to continue to accurately
price risks on those marketplace will be
key. But also their uptake within other
disruptive marketplaces.
Kabbage Inc. raised
$135 million at valuation of more than $1
billion [6]. Reverence
Capital Partners, a pri-

vate investment firm focused on financial services companies, led the Series
E round, with participation also from
several of the world’s biggest banks:
Holland’s ING, Spain’s Santander (via
InnoVentures), and Canada’s Scotiabank. “Kabbage has been able to triple
the size of their business during the past
few years while bringing down the cost
of customer acquisition,” said Reverence Managing Partner Milton Berlinski,
who has agreed to join the Kabbage
board. He said Kabbage has been able
to reduce loan origination fees to less
than $1,000 and, thanks to some yetto-be announced joint ventures, will
soon be able to slice that number to
just a few hundred dollars.

says. Today it represents 10 percent of
our business and will be between 25
percent and 30 percent of our business
by next year.”

that, but not every market conforms the
product to meet our exact needs. We’re
developing to create a flexibility that
is not only able to serve markets but

For Kabbage, which says it is on track
to generate more than $100 million in
revenue this year, almost all its business
is from small and medium-size businesses. By pulling data from social networks,
accounting data, online sales, shipping
and dozens of other private and public
sources, Kabbage extends loans ranging
from $2,000 to $100,000 to businesses
in as little as seven minutes.
Like competitors Funding Circle Ltd.,
which have raised late stage rounds at
valuations of more than $1 billion this
year, and OnDeck Capital Inc., which is
trading below IPO prices, Kabbage uses
big data and automated underwriting
to extend loans more quickly and easily
than many traditional lenders.

The fact that the investor list has
so many international banks is significant for Kabbage’s future business: the
company is going to use its funding to
take its platform to several new markets
in Europe and elsewhere, in partnership
with its new backers. First up will be a
product in Spain, aimed first at businesses and then individual borrowers,
with further launches planned across
Europe a month from now. Now the
banks are sitting up and taking notice
and hoping to tap into what these
startups have built, rather than trying
directly to replicate it themselves.

execute very quickly.” Kabbage hopes to
expand into countries in Europe, Latin
America, and Asia (specifically India),
as well as Canada. These improvements and global expansion won’t
require greatly expanding Kabbage’s
workforce, explains Petralia. Software
development and expansion simply
cost money.

The startup based out of Atlanta
has raised a Series E of $135 million,
and expanded its credit facility —
the money it has on hand to fulfil
loans — to $900 million [7]. The $900
million credit facility expansion getting
announced today comes from a completely different mixture of banks and
other financial groups, and no overlap
with Kabbage’s equity investors.
Rob Frohwein, Kabbage’s founder
and CEO, said in an interview that the
investment will be used to expand
the company’s business deeper into
consumer lending, as well as internationally. Its consumer Karrot platform
was launched last year to complement
Kabbage’s primary loans business
focused on online merchants and
other SMBs. “We’re at the precipice of
a large expansion of Karrot,” Frohwein
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To date, the company’s biggest revenue drivers have been around taking
a percentage interest on the loans
completed on its platform, as well as
through licensing fees. Kabbage offers
its tech as a white-label platform in
Australia, for example, and there are
plans to ramp up those kinds of partnerships significantly in the future. The
company is on track for $100 million in
revenues this year.
Kabbage made the list of Most
Innovative Companies in 2013 [8] for a
simple reason: helping small and medium businesses get cash fast. Kabbage
will use the money to supercharge its
R&D and expansion plans, as well as
expanding its credit debt limit. “Every
market has a different need for a product. In some cases it’s a line of credit, or
a credit card, or what have you, so the
ability to deliver any type of product to
any type of customer is where we need
to be,” says Petralia. “We can do a lot of
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OnDeck Capital
(US) fourth-quarter
results [9] disappointed
investors [10], sent them
racing out of its stock,
and also weighed on the shares of the
company’s other main publicly-traded
competitor, LendingClub. OnDeck’s
stock fell more than 20% to $6.77, and
LendingClub’s shares fell 4% to $8.86 in
recent trading at the moment.
While the two companies operate
using different business models, they
are part of a nascent group of financial
technology companies engaged in specialty lending. The companies were the
first to tap the public markets and are so
far the only ones. While they were initially well received by investors. Public
investors have grown increasingly wary
of both stocks.
Canaccord Genuity analyst Michael
Graham called OnDeck’s fourth-quarter results strong, but said that the sell
off in the stock “despite this operating
momentum implies to us that investors
fear a cliff is coming either in borrower
or lender adoption of the platform.” Mr.
Graham says he’s more optimistic than

investors about OnDeck’s prospects.
Concerns about a potential recession
have weighed on both OnDeck and
LendingClub’s stocks this year. OnDeck
Chief Executive Noah Breslow said the
company isn’t currently seeing any
weakness in its loan quality.
OnDeck’s shares are down more
than 65% from its December 2014 initial
public offering price of $20 (FT Partners
published their interesting study of
(the second fintech) IPO of online SME
lending service “OnDeck IPO: Post Quiet Period Review” [11], while LendingClub is off more than 40% from its $15
IPO price. Both companies debuted in
December 2014.

According to reports (Feb. 24, 2015),
Wonga Group (UK) revealed [12] plans
to cut its workforce and nix its small
business lending operations. A total of
325 jobs will be eliminated, the company said, amounting to more than onethird of its workforce across the UK,
Ireland, South Africa and Israel. It plans
to close its Tel Aviv location altogether
by the middle of this year and shutter
the doors of its Dublin location by mid2016. Overall, Wonga said it will look to
reduce costs by as much as £25 million
by 2017. The restructuring efforts are
part of the lender’s decision to refocus
on short-term loans for individual consumers, the company said.

Ventures has stepped down from the
board of the company. Klein’s place on
the board will be taken by Simon Allen.
He’s joining a board that also includes
Wonga’s CTO Paul Miles, UK CEO Tara
Kneafsey, and two additional non-executive directors yet to be appointed, the
company says.
The financial terms of the sale of
Everline have not been disclosed, but
it is a small portion of Wonga’s overall
business. Orange Money — no relation
to France Telecom’s Orange — says
that together the two have lent over
£54 million ($83 million) since 2012,
covering about 5,000 businesses. The
services both use online algorithms

to assess the creditworthiness of a
potential borrower, not unlike Kabbage
out of the U.S. (Kabbage, Kreditech and
other online loans businesses use an
algorithm that incorporates “signals”
from variety of sources like online
bank accounts, e-commerce histories,

More unravelling for Wonga, that
previous year had to write down £220
million ($340 million) in unpaid loans.
The company announced that it has
also sold Everline, its small-business
lending arm, to Orange Money (trading
as Ezbob) [13]. On top of that, former
Wonga chairman Robin Klein of Index
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social media and more to determine
how likely a borrower may pay back or
default on a loan). Now Orange Money
will use the combined power to raise
the ceiling on loan amounts, which can
now be as high £150,000 on 18-month
terms, versus £50,000 on 12-month
terms. Rates will also be coming down,
the company says. The company will
be keeping on Russell Gould, who had
been the MD of Everline, as the new
COO of Orange Money.

Why Square
and PayPal
are overtaking
traditional
banks in SME
lending

PayPal said its small business lending program Working Capital has disbursed $1 billion in loans to more than
60,000 PayPal merchants in US, UK and
Australia [14]. The milestone follows a
string of substantial growth metrics for
Working Capital since its inception in
2013. Previous year, PayPal announced
the program was distributing $1 million
in loans each day, whereas now it’s
loaning $100 million each month. And
it was less than 6 months ago since
PayPal said the program had doled
out roughly $500 million in total small
business loans.
Because PayPal operates within a
closed system, borrowers can secure
funds without the traditional credit

check and mountain of paperwork.
Instead, PayPal is able to peak into a
merchant’s sales history and the number of unique customers it brings in
each month. If all the numbers line up,
a merchant can have funding deposited
instantly into their PayPal account.
From there, PayPal is able to remain
closely involved in the repayment process. Repayment is taken directly from
PayPal sales coming over the network,
with the merchant given the ability to
select a rate of repayment. So essentially the funds are just taken out automatically to pay down the loan.
Working Capital is a small but important part of PayPal’s strategy to offer
additional services to its small business
customers and to strengthen the PayPal
ecosystem [15]. Working Capital is only
available to existing PayPal merchants
who have been processing payments
via PayPal for at least 90 days and have
processed at least $20,000 in the past
12 months. The company is able to
speed up the application process — to
as little as a few minutes — because it
leverages insights based on the relationship it has with merchants to assess
creditworthiness. Most of PayPal’s
customers using Working Capital have
been with PayPal for multiple years, so
the company has an extensive set of
proprietary data to leverage. Merchants
can borrow up to $85,000, or up to
15 percent of sales processed over the
PayPal network over the past year. PayPal charges a single fixed fee that varies
depending on how fast the merchant
plans to repay the loan. If approved, the
money is deposited into the merchant’s
account instantly. Loans are then repaid
as a percentage of sales with merchants
choosing to pay off 10 to 30 percent.
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In terms of competing programs,
Square Capital is probably the most
well known — albeit significantly smaller. In August 2015 Square said the small
business lending program had extended more than $225 million in financing
to Square sellers since May 2014, with
more than $1 million going out each
day. Those numbers put Square far
below PayPal, but the program is still
relatively young, and given its progression metrics and investment backing, it
could easily become a more challenging player over time.

ital is based on your total card sales,
and repayments are made automatically as a fixed percentage of your daily
payment card sales. As with PayPal’s,
this repayment method offers great
flexibility: On days when your sales
are lower, you pay less, and on days
when your sales are higher, you pay
more. Working capital between $2,000
and $50,000 is available, although the
average amount borrowed is $10,000.
Once the loan gets paid back, you can
apply for a new one.

Square Capital buys part of your
future receivables and gives you a
lump sum in return. In order to qualify
for Square Capital, you need to be a
Square merchant—they determine
your eligibility from your Square history and payment processing volume.
Go into your Square Dashboard and,
if you’re eligible, you’ll see the Square
Capital page with a link to “View Your
Options.” Essentially, you’re getting
invited to apply based on information
the company already has about your
sales history, making the application
process quick and easy. If you’re approved, those funds can get deposited
into your business bank account as
early as the next day. The cost of cap-

When you’re a small business
owner seeking capital, being able to
get financing from a source you know
and trust is a big plus [16]. These two
popular payment-processing services
that many small business owners rely
on now offer small business loans, too.
There’s not a lot of difference between
Square Capital and PayPal Working
Capital, but PayPal does have an advantage in some areas.

Money of the Future 2015 | Life.SREDA VC | lifesreda.com

Merchant Cash Advances have
become very popular among micro-businesses because they are the
only working capital financing option
available to them [17]. A cash advance is
typically the equivalent of borrowing at
a 30–70% interest rate-or even higher.
A Merchant Cash Advance is a distinct
lending product that [1] is not technically
a loan, [2] doesn’t build business credit,
and [3] carries a “fee” on the principal
amount rather than the interest rate of
a traditional loan. Where a bank loans
$1,000 at 10% interest, Kabbage, for
example, will loan you $1,000, and
demand repayment of the $1,000, plus
a 10% fee, totalling $1,100. Kabbage requires payback in 6-months, but the fees
are front-loaded in the first 2 months.

PayPal and Square take a percentage of
sales until the advance is repaid.
So what does this mean for small
businesses? Merchant Cash Advances
are expensive forms of loans. When a
business borrows money at such a high
effective interest rate, they should only
use the money to fund projects/products that produce even better returns.
Growing a business under the burden
of 50% interest is very difficult. But they
do serve a purpose: Many businesses
take these cash advances because they
aren’t eligible for any other forms of
credit. So it’s ok for them to take an advance, as long as they understand the
true cost. But Small businesses should
know the alternatives: When weighing a
loan at an effective interest rate of 30%
or 50%, credit cards look very cheap,
although hidden fees can easily wreck
that logic. There are also numerous
other well-known lending platforms like
CAN, Lending Club, Amazon Lending,
OnDeck, and Funding Circle, that offer
various loan (and merchant cash advance) products. It’s also important to
note that cash advances have downside
protection. Customers benefit from
two main elements: [1] Merchant cash
advances are not technically loans,
so if you pay late-or not at all-it won’t
necessarily ding your credit. [2] For cash
advances that are paid back using a
percentage of sales (Square & PayPal), if
your sales drop, you pay less (and your
effective interest rate drops).

off. The programs are most competitive with credit cards and banks loans.
Though the equivalent annual percentage rate (APR) of these programs
tends to be higher, they help merchants
save time, the terms are clear, and
repayment is automated. Merchants
often value these features enough to
pay what equates to a premium. But
without access to capital, it’s difficult
for a business to grow. Both companies are seeing more pressure on their
primary card-processing businesses
as new entrants such as Stripe gain
market share. Capital lending offers a
high return without extensive startup
costs. Banks should be worried. These
programs compete with existing banking products, including credit cards and
bank loans. Even though these programs tend to be more expensive than
loans and lines of credit, a large group
of merchants turn to them because
they can gain access to financing more
quickly and easily and because the repayment schedule tracks their business
performance.

Three more in
US: AMP,
Lendio, Fundera
In a new BI Intelligence report [18],
you can find how these digital-lending
programs work, how they stack up to
alternatives, and why banks should be
worried about these programs taking
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In March 2015 Advanced Merchant
Payments (AMP), a company that
provides banks technology to offer
loans to their small business customers,
pulled in an undisclosed amount of
funding today from Route 66 Ventures
[19]. The new installment is a follow-on
round to the $5 million Series A round
received in November 2014 from SBT
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Venture Capital. Hong Kong-based AMP
enables banks and merchant acquirers
to originate and manage small business
loans. The loans are made to serve
small businesses that are too large for
a consumer loan and too small for a
traditional small business loan. AMP,
which operates in Hong Kong, Singapore, the Philippines, and the United
Kingdom, debuted its small business
lending solution for banks at Finovate
Europe 2014.
Small business lender Lendio
announced in March 2015 that it has
raised $20.5 million in new funding
[20]. The round was led by Napier Park’s
Financial Partners Group, and included participation by: Blumberg Capital,
Highway 12 Ventures, North Hill Ventures, Pivot Investment Partners, Runa
Capital and Tribeca Venture Partners.
The new investment takes Lendio’s total
funding to more than $30 million. As
part of the agreement, Dan Kittredge
from Napier Park and Chris Gottschalk
of Blumberg Capital will join Lendio’s
board of directors. Lendio plans to use
the capital to expand its partnership
program, help grow its team of loan
advisors, and fuel continued innovation
of the platform.
The company was founded in 2005
and is headquartered in Salt Lake City,
Utah. Lendio believes that a big reason
why small businesses get turned down
when applying for loans is a matter
of proper matchmaking. Whether the
small business is pursuing the wrong
type of loan product, or has found
the right loan but at the wrong bank

or credit union, the result is the same.
Lendio’s platform makes it easier for
qualified borrowers to find the loan that
best suits their needs from the financial
institution best able (and willing) to
service it. Businesses are able to make
these loan inquiries without penalty
to their credit rating due to Lendio’s
“soft pull” of personal and business
credit data. “Our focus is to provide
three essential benefits for the business
owner — offer a wide variety of loan
options, speed up the process, and
reduce the time and effort it requires to
get funded, and provide a white-glove,
trusted experience, Lendio CEO Brock
Blake said. For banks and credit unions
the reward is lower customer acquisition costs, more qualified leads, and a
significantly larger potential market for
new customers.
Fundera, the lending
match-maker for SMBs,
has helped secure
funding for over 300
small businesses, with
more than $12 million in loans funded
[21]. The company originally launched
in February 2014 as a service that
paired SMBs looking for a loan with the
lenders who could help them out. In
the beginning, it was simply a matching
service, but over the course of 2014
the company has transformed into
an end-to-end product that handles
every step of the process. On average,
it takes about 16 days for a company
to get started on Fundera and secure
funding. The company was founded by
GroupMe founder Jared Hecht after his
cousin, a restaurant owner, was having
trouble securing a loan for his business.
Looking to simplify the process, Hecht
went from the messenger business into
the world of finance. Fundera makes
money by taking a 1.5 percent to 3 percent transaction fee for each loan that
successfully goes through. In February
2015, Fundera received $3.4 million
in funding from Khosla, First Round
Capital, Lerer Ventures, SV Angel,
and various angel investors including
Strauss Zelnick, Rob Wiesenthal, David
Rosenblatt, and David Tisch.
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Lending Club
(US) is pushing
further into the
small business
lending sector

The largest marketplace lending
platform in the US, announced a new
“multi-draw line of credit product”
designed to give SMEs convenient [22],
flexible and affordable credit. Lending Club has built is online lending
business by providing consumers
fast, low cost loans but the platform
sees big opportunity in lending to
business. Lending Club CEO Renaud
Laplanche believes small business
owners currently do not have access
to “affordable and transparent credit”.
“Our platform’s new multi-draw line of
credit product gives them a predictable, flexible, low cost way to access
credit ‘on demand’ if and when they
need it,” states Laplanche.
Lending Club explained it has been
beta testing the product over the past
few months to fine tune the feature.
Lending Club launched a term loan for
small businesses in 2014. The line of
credit is similar in that businesses can
apply for a line of credit and see if they
qualify in minutes, with no impact to
their credit score. To qualify, they must
have been in business for two years
and be able to show revenue of at least
$75,000 annually. What sets the line
of credit apart is instead of receiving a
lump sum all at once, and paying interest on it from the beginning, business
owners can draw what they need at
that time, thus potentially reducing their
interest cost. There are no fees or costs
to open the line, which ranges from
$5,000 to $300,000. Instead, businesses pay a 1-2% fee when they draw
on the line. Lending Club piloted the
product with Alibaba.com and Ingram
Micro customers, and is now making it
available to all qualified small businesses. Interest rates start at 6%.
Lending Club announced in March
2015 it is piloting a program that will
enable Google to invest its own capital
in its network of 10,000 partners by
purchasing their loans [23]. This differs
from Google’s other investment arms,
Google Capital and Google Ventures,
as the partner investment program will
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offer capital without taking equity. The
partner network consists of resellers,
consultants, and system integrators that
help Google distribute its applications
and services. To be eligible for funding,
Google partners must be based in the
U.S. and meet certain requirements.
Qualifying partners can get loans of
up to $600,000 for a two-year term.
This six figure amount is double the
$300,000 cap that Lending Club typically places on qualified small business
borrowers. Also, while the interest rate
for SMBs borrowing through Lending
Club starts at a fixed 5.9%, those who
take out loans through Google Partners
will pay only interest the first year, and
pay back the loan on an amortized
schedule in year two.

China: Alibaba
activities for
SMEs
Alibaba Group Holding Ltd’s financial
affiliate launched in June 2015 Internet
bank MYbank, targeting the smalland medium-sized Chinese enterprises that have struggled to obtain credit
from major financial institutions [24].
MYbank, which is 30-percent owned
by Alibaba-linked Ant Financial Services
Group, has 4 billion yuan ($644 million)
of registered capital and will offer loans
of up to 5 million yuan ($805,503), it
said in a statement. “MYbank is here
to give affordable loans for small and
micro enterprises, and we are here to
provide banking services, not for the
rich, but for the little guys,” said Eric
Jing, Executive Chairman of MYbank.
MYbank’s target clientele means it
will pose little immediate threat to China’s big state-owned lenders, who have
seen deposits eroded by Alibaba-related wealth management product Yu’e
Bao, which his now China’s biggest
money-market fund. The Internet bank
said its lower overheads from operating
online allowed it to offer more competitive interest rates, compared to the
bigger banks. Credit conditions have
remained tight for SMEs, despite a series of policy easing, as banks avoid the
companies worst hit by an economic
slowdown. State-owned banks have
also avoided customers such as farmers
and smaller businesses because of

the difficulties in assessing their credit
worthiness and they have little to offer
as collateral.

Ant Financial has said it will use its
Sesame Credit arm, which analyses
data from its payment processing arm
Alipay and Alibaba’s e-commerce sites
to assess risk and price loans for MYbank customers.
Alibaba has entered into a partnership with more than 25 credit rating
agencies and banks globally, in order
to make cross-border trade financing
available for Small and Medium Enterprises (SMEs) [25]. The Chinese e-commerce giant is also aiming to introduce
a new credit reporting service. “The
move comes as the company continues to ramp up its business-to-business
(B2B) ecosystem globally by cooperating with offline industries,” reports
South China Morning Post. At present,
Alibaba will provide loans only to
Chinese SMEs to finance cross-border
transactions.

help identify reliable trading partners
and provide Chinese suppliers access
to advanced financing options. “Credit

rating at the rating platform will be determined by conducting an analysis of
Alibaba’s big data, public records, and
ratings from credit scoring firms,” she
further added.
In February 2015 Alibaba.com and
peer-to-peer financing site Lending
Club have inked a strategic partnership
[26] designed to get more U.S. businesses to buy inventory from the e-commerce giant’s wholesale marketplace.
The two will offer a new financial service
called the Alibaba.com e-Credit Line
that will let American companies apply
for credit lines of $5,000 to $300,000
through the site, which they can then
use to make purchases there. The two
companies said their agreement is multiyear and exclusive. In addition to capital,
the Alibaba.com e-Credit Line also
comes with a trade assurance, which
allows buyers to open disputes and

Alibaba is also planning to launch
its self-structured rating website, to be
known as “credit.alibaba.com.” The platform is set to be launched at the end of
2016. Through its own rating platform,
Alibaba will rate Chinese suppliers
who will join the company. Sophie Wu,
President Alibaba B2B business unit told
South China Morning Post, “By building
up the credit profiles of Chinese SMEs
based on business-related data, Alibaba.
com’s credit reporting service can help
overseas buyers.” In addition, Ms. Wu
also indicated that the platform would
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potentially get a refund if they receive
goods that are late or don’t match listing
descriptions. This is especially important
because Alibaba is constantly faced with
criticism that it does not do enough to
prevent the sale of counterfeit goods on
its site.
In June 2015 Alibaba teamed up
with Australian alternative finance
lender Capify to target small business lending to 1.9 million Australian
customers [27]. “The purpose of the
collaboration with Capify is to increase
traffic and encourage more people
to buy things on the internet. We’re
not competing with banks and we’re
not trying to create competition here.
Buying and selling is the core of our
business. We want to make it easier
to buy online anywhere, any time.” Mr
Mang said. The deal will allow Alibaba
users to apply for an unsecured loan of
between $5000 and $400,000 from
Capify using an automated 60 second
credit scoring model, at the factor rate
ranging between 1.15 to 1.3. (Capify has
provided more than $100 million unsecured loans in Australia since 2008,
under the brand name of AUSvance).
Since January 2015 Alibaba Group
affiliate Ant Financial Services has unveiled a new credit-scoring system that
uses data from the e-commerce giant’s
sites to gauge users’ creditworthiness
[28]. Dubbed Sesame Credit, the new
service is an example of how Alibaba’s
reach in China goes far beyond online
shopping. Sesame Credit’s scoring system, which is currently in beta, looks at
data gleaned from the 300 million registered shoppers and 37 million vendors
that use Alibaba Group’s marketplaces,
including Taobao and Tmall.com, as

well as payment histories from Alipay,
an Ant Financial subsidiary and China’s
largest online payments platform.
Sesame Credit then applies customer behavior analytics to figure out
whether or not an applicant is eligible
for a loan. For example, credit history can be measured through a user’s
history of credit card and utility payments through Alipay. Data used from
shopping websites indicate how often
a buyer or vendors follow through on
transactions and the quality of their
interactions with other users. Ant Financial says that it will supplement data
collected from Alibaba sites and Alipay
with information from public agencies, financial institutions, and other
merchants. Sesame Credit users can
check their scores, which range from
350 to 950 points, through Alipay Wallet, a mobile wallet app, or shopping
sites that accept Sesame Credit scores.
Sesame Credit chief data scientist Yu
Wujie said the service is targeted toward
users who “may have never obtained
bank loans or applied for credit cards.
However, they might be active Internet
users who shop online a lot, e-pay their
utility bills on time, have a stable residential status and have been using their
mobile phone numbers for a long time.
We will take these and other factors into
consideration when assessing consumers’ creditworthiness.” The credit-scoring system is an example of how the
user data collected by Alibaba Group’s
e-commerce business can be used to
power other verticals. In addition to
financial services, Alibaba’s hoard of
data is used by its cloud computing
subsidiary, logistics, and even health
tech that organizes patient information
for hospitals.
Tyro Payments (Australia) started business
selling payment terminals to businesses. Now,
the upstart believes it
can challenge the banking oligopoly
in one of Australia’s most challenging
financial markets: small business lending [29]. Backed by $100 million from
prominent investors including Atlassian’s Mike Cannon-Brookes and Tiger
Global, Tyro was granted a full banking
licence in August 2015 after a decade
processing payments.
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Tyro chief executive Jost Stollmann
said the company decided that it could
use its data from 14,000 business
customers (operating its payment
terminals out of a total of 550,000 EFTPOS payment terminals) to take on the
established banks in lending. Macquarie
Research recently estimated there is
about $60 billion of unmet demand for
loans from small business. “Our goal
is to build the Tyro Bank that is cloud
based, totally integrated and totally
mobile and that provides awesome frictionless banking solutions. Tyro spent
12 years to establish itself as a tech
player, and payment provider. Now
we’re changing the game and we’re
going to a very different level,” he said.
Tyro will not yet be able to call itself
a bank but it can start taking deposits, which it can then lend. It needs a
minimum of $50 million in equity to
put in the application to name itself a
bank and half of the $100 million is for
that purpose. Some of the money will
be used to hire software engineers. Mr
Cannon-Brookes, who has been on the
board six years, is providing about 10
per cent of the $100 million. Last year
he said the size of Australian banks’
profits was an example of “insanity”.

He said on top of the significance of
a fintech with a bank licence, the size of
the money raised itself is a big deal. “It
is huge for Australia, it is only the fourth
[private raising] north of $100 million
and it is the first tech deal in Australia
for Tiger,” he said while boarding a
flight from Detroit to California to head
Atlassian’s US$3.6 billion ($5 billion) IPO
roadshow.
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He acknowledged that many other
fintech small-business lenders had set
up shop in Australia this year offering
working capital loans but he said Tyro
would be able to truly challenge the
banks. “It is a bank, the cost of capital
is completely different. We have fully
government guaranteed deposits, we
already have a huge acquiring business and we will be a full service bank.
There’s not just cash flow, there’s lots
of other sorts of loans we can offer.
New small-business lenders typically
loan up to $250,000 on an unsecured
basis at interest rates of between 15 and
40 per cent. Tyro processes about 5 per
cent of all card payments — the rest are
done by the big four banks.
It is unclear if Tyro has the automated risk assessment technology that
is the claimed advantage of the new
fintechs but Mr Stollmann said it had
launched a core banking system a few
weeks ago and will triple the number
of software developers it employs from
about 150 now to 450.
New York-based Tiger Global is a
major tech investor. It counts Facebook
and LinkedIn among its early-stage

investments. TDM Asset Management
is a $400 million plus fund focused on
wealthy families.
A host of fintechs targeting loans
to small business have cropped up in
the past 18 months, including Prospa,
Moula, OnDeck, Spotcap, Thincats,
PayPal Credit and Kikka. But all of them
are intent on working with the major
banks because the banks have all the
customers, distribution as well as the

funding. The most recent example is
Prospa, which is in the throes of forming a referral, and possibly funding,
partnership with Westpac via an online
pilot where Westpac customers are
referred to Prospa.

Singapore:
CapitalMatch
and Funding
Societies

In August 2015 Singapore-based
p2b-lending startup Capital Match has
raised S$1 million (US$710,000) in a
series A funding round [30]. The round
was led by international investment firm
Innosight Ventures. Previous investors
Crystal Horse Investments and CE-Tech
Invest also participated. The deal will see
Innosight Ventures partner Pete Bonee
join Capital Match’s board of directors.
“Most importantly, [the deal gives the
company] a great network of potential
lenders and partners in Singapore as well
as experience in scaling up technology
businesses,” Capital Match co-founder
and CEO Pawel Kuznicki told.
Capital Match says it is making a difference for small- and medium-sized
enterprises that have difficulty reaching out to banks and other traditional
financing institutions for their borrowing needs. It enables P2P lending
among individuals and businesses. The
startup provides an online platform
where borrowers can submit their loan
request, and prospective lenders can
decide whether they want to extend
the loan. Investors can expect a return
of about 20 percent to 25 percent on
their investment, according to the
company. The startup handles the
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entire process, including payment processing, due diligence, debt collection,
and investor updating.
According to Kuznicki, the funding
will go toward ramping up the com-

pany’s tech and sales and marketing
teams. This will allow Capital Match to
increase its marketing efforts and advertising spend. It will also enable it to
strengthen its product with additional
protective measures for investors, such
as insurance and trusted accounts. At
that date, the startup has processed 12
loans for 11 borrowers, for an amount
close to S$1.7 million (US$1.2 million).
About 150 investors have committed
their funds into loans, Kuznicki said.
Capital Match launched operations
officially in February 2015 [31] with the
aim of helping local small and medium
sized businesses obtain loans financed
by individual investors. For now, it
is restricted to Singapore registered
businesses, and typical loan sizes range
from S$50,000 to S$200,000, with tenures of 3-12 months, and interest rate
of 1.5% — 2.5% per month. The company said it was targeting investors who
wished to add a fixed-income return to
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their portfolio, and also diversify away
from asset classes such as equities and
real estate, even as it highlighted that
the platform could produce monthly
returns of up to 2 per cent with a short
commitment of 3 — 12 months
“The SMEs we speak to tell us it is
increasingly difficult for them to get
loans from banks”, said Pawel Kuznicki,
an ex-management consultant formerly
from Rocket Internet, who co-founded
the company with Kevin Lim, an ex-investment banker and Arnaud Bailly, a
software engineer. Prior to this, Lim has
had stints with JP Morgan, Macquarie
Capital and Standard Chartered, while
Baily had been with Murex.
“P2P lending will provide a much
needed source of alternative financing
for our local SMEs. We chose to start
our operations in Singapore because of
the robust regulatory and legal framework, but we have ambitions to grow
regionally”, Kuznicki added. According
to Lim, ‘banks do not see P2P lending
platforms as competition, but rather
filling a gap in the banking ecosystem’.
Singapore is also home to loan
crowdfunding platform Moolahsense
(see capters about crowdfunding and
crowinvesting) and P2P lending startup
Funding Societies. Funding Societies
is a peer-to-peer (P2P) lending marketplace for small-medium enterprises
(SMEs) to get loans to grow and investors to get good returns in Singapore
[32]. Since their launch in June, they
have crowdfunded ~3M SGD (approx.
2M EUR) in loans to 35 SMEs with 100%
repayment. The founder of Funding
Societies would raise a few eyebrows
in the financial industry [33]. Still in his
twenties, Kelvin Teo studied at Harvard
Business school and worked for McK-

insey and KRR Capstone before leaving
the corporate sector. “Our interest
rates are just a few percent higher than
banks’, to minimize adverse selection.
We charge 9% to 14% simple interest
and pass the full return to investors with
only 1% service fee. With diversification,
we believe investors can earn at least
7%, much better than deposit interest of
0.05% in Singapore.”

India: Capital
Float and Aye
Finance
Capital Float, a financial tech startup
that wants to make it easier for small
businesses in India to get loans, has
raised a $13 million Series A led by
SAIF Partners and Sequoia Capital [34].
Existing investor Aspada also returned
for the round. Founded in 2013 and
based in Bangalore with offices in New
Delhi and Mumbai, Capital Float has
raised a total of $17 million to date, all
within the past twelve months. Capital
Float will use its Series A to expand into
more cities, improve its tech platform,
and launch new products. The company is also using its equity to finance
loans, but plans to open up to other
sources of capital by partnering with
banks and individual investors. It makes
money through a combination of interest and fees.
At that date, Capital Float has loaned
more than $6 million to small businesses in 12 Indian cities. Its founders,
Gaurav Hinduja and Sashank Rishyasringa, said they became interested in
financial tech while studying for their
MBAs at the Stanford Graduate School
of Business. “The number of applications it processes increased by 10
times in 2014, with Capital Float now
receiving about 200 loan requests per
month. About 20 percent to 30 percent
of applicants are approved after the
platform accesses their suitability based
on 2,000 data points.” In addition to the
usual metrics, like credit bureau scores,
Capital Float’s technology scores applications based on online data, including
customer feedback and transaction
history from online marketplaces. It
also does psychometric assessments: in
other words, applicants are asked questions to judge things like their ability to
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scale a business, attitude toward credit,
and how they compare to competitors.
Capital Float’s use of data from
online sources, including e-commerce marketplaces, is similar to the
system developed by Alibaba affiliate
Ant Financial for its new credit-scoring
system, called Sesame Credit. Like Ant
Financial, Capital Float is also tackling
the problem of financing entrepreneurs in countries with fast-growing
industries, such as e-commerce, that
are underserved by traditional financial
institutions.
Rishyasringa says that formal
lending institutions in India provide
$140 billion in loans to small businesses each year, but there is still a
funding gap of $200 billion dollars. He
adds that there are currently about 30
million small-to-medium businesses in
India. Together they employ a total 69
million people and many are based in
smaller cities, which Capital Float plans
to expand into. Businesses that have a
hard time securing capital from traditional banks end up turning to friends
and family or private moneylenders
that can charge interest rates of more
than 40 percent, making loans difficult
to pay back. Capital Float founders say
it offers interest rates similar to banks,
or about 16 percent to 18 percent, but
a much faster application process.
Other Indian lender
Aye Finance bagged
US$1 million in funding from SAIF Partners
and Accion [35]. This
is the second such investment by
SAIF Partners. Founded by veteran
bankers, Sanjay Sharma and Vikram
Jetley, six-month-old Aye Finance has
financed over 300 micro businesses in
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diverse industries, including textiles,
auto components, and even leather
products. It has four branches in north
India.
According to a report by Intellecap
and the International Finance Corporation, the debt gap for MSMEs in India
is estimated to be US$198 billion, and
is increasing at 11 percent per year.
India has a huge micro, small, and
medium-sized business (MSMB) market
base, which at 47 million is second only
to China’s 50 million. “Too small for
commercial finance and too large for
traditional microfinance, these entrepreneurs must make do without the
working capital they need to expand
their businesses, buy bulk materials, or
hire new employees. Aye Finance will
address that “missing middle,” providing borrowers with the capital that all
businesses need, no matter their size,”
says Accion CEO Michael Schlein in an
announcement on the funding.

Factoring in
US: Fundbox,
KickPay,
BlueVine and
C2FO
Fundbox, a company
that loans businesses
money for outstanding invoice payments,
has raised $40 million [36] to grow its own business in
the trillion-dollar alternative lending
market. The Series B round was led by
General Catalyst with participation from
NyCa Investment Partners and help
from existing backers Khosla Ventures,

Shlomo Kramer and Blumberg Capital.
Fundbox provides short-term loans so
businesses can keep up with expenses
while they’re waiting the 30, 60, or 90
days it typically takes for invoices to be
paid.“There’s an increasing trend that
invoices actually get paid over longer
and longer periods of time, and cash
flow management is now the number
one reason these businesses go out of
business,” says Hemant Taneja of General Catalyst, who is joining Fundbox’s
Board of Directors. Fundbox plugs
into the existing accounting software
a small business is using and analyzes
a variety of data points to build a risk
profile for each invoice. One company’s
account receivable is another’s account
payable, so Fundbox looks at both sides
of the equation to assess risk. Founder
and CEO Eyal Shinar says it takes 15
seconds to create an account and 50
seconds for Fundbox to underwrite an
invoice. Customers see the money in
their account the next business day,
and they’re rewarded if they pay back
the loan before the invoice is due.
Fundbox is currently powering tens
of thousands of small businesses in
the U.S. and advancing thousands of
invoices weekly, ranging from $100 to
$25,000 each. Shinar says Fundbox has
surpassed 300% quarter over quarter
growth in the past 18 months, and he
plans to use the latest influx of cash to
pick up the pace.
Scenarios like
Fundbox are where
Kickpay [37], a startup that is graduating
from Y Combinator‘s
latest batch, hopes to make a difference. Kickpay’s service is essentially
a secondary market for invoices.
Companies, and in particular more-financially conscious SMEs and startups,
post details of confirmed invoices
which are sold to investors who can
get a quick return on their money. The
arrangement gives the seller most of
their capital upfront — avoiding the
painful, often critical, wait for funds —
while Kickpay claimed an investor
can get a ‘double-digital’ return on
an annual basis. Kickpay plugs into a
company’s Quickbooks or banking
software to make pushing invoices out
to its marketplace quick and easy. The
service uses “market dynamics and a
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sophisticated data model” — via a partnership with Wells Fargo — to generate
its rates. “Investors can make 1.5-2
percent per month,” he explained. “It’s
not like a normal loan: they’re betting
on when Costco will pay out, which
has less risk than an SME paying back
over a two-year period, for example.” A
primary objective is to make things super easy for investors, matching them
with the right companies quickly and
minimizing the steps they take when
investing. Right now, Kickpay takes no
fee but McCalister said it will, in time,
take a cut from both companies and
investors. The exact size of that is still
to be decided.

backed by 83North (formerly Greylock
IL), Lightspeed Ventures and others, has
funded between $50 million and $100
million in invoices. “Invoice factoring
has existed since Babylon,” Lifshitz says,
“and it is an area that has not been
innovated at all.”

If you’ve never used a factoring
company, you’re probably only vaguely
aware of their existence as a way to get
capital off receivables, and if you have
used one you may well be unhappy
with that experience. Factoring gets a
bad rap, and the liquidity it provides can
be costly. But the market is changing fast. Online players like BlueVine,
Fundbox and C2FO are transforming
the market of new invoice financing too
[38].

to bring together big companies willing
to pay their suppliers’ invoices earlier
for a discount with those businesses
that need the cash. Jeff Bezos, chief
executive officer of Amazon.com, just
invested in Fundbox, an online invoice
finance company. Fundbox and other
online players like BlueVine and C2FO
are transforming the age-old business
of getting capital off receivables.

Eyal Lifshitz cut his teeth at Greylock
Partners doing venture capital deals
in Israel and Europe. Lifshitz started
researching factoring — the business
in which cash-strapped businesses
sell their invoices to a third party at a
discount — and came up with an idea
for doing invoice finance online. In
March 2014, he launched BlueVine
with the aim of bringing factoring into
the modern, digital era. Today, the Palo
Alto, Calif.-based company, which is
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San Francisco-based Fundbox,
which launched in 2012 to offer
working capital to business with unpaid
invoices, just announced that it added
Amazon CEO Jeff Bezos and early Twitter-investor Spark Capital to an investor
lineup that includes Khosla Ventures
and Blumberg Capital. And C2FO, in
Kansas City, has created a marketplace

C2FO, founded in 2008, is a somewhat different beast that addresses
the same issue: It’s created an online
marketplace where companies with
cash on their balance sheets willing to
pay invoices early can come together
with their suppliers who need that cash.
Buyers on the platform include Costco,
Amazon, Walgreen and Nordstrom, and
many other large companies. “These
alternative lenders are coming in with
third-party capital to try to take up
some of the slack in the lack of traditional lending by banks,” says John Kill,

C2FO’s senior vice president and chief
financial officer. “We think there are
better and more efficient ways to do it.
Their rates are never going to be able to
compete with ours.”
While pricing is set by the marketplace, rather than by C2FO, Kill
says, “we’re typically seeing APRs, not
discounts, in the 4% to 6% range.” So,
for example, a business owner might
want to accelerate a 60-day invoice to
30-days at a 50 basis point discount.
While some business owners may feel
uncomfortable asking their buyers to
accelerate payment for a discount,
Kill notes that these arrangements are
already happening offline. In fact, with
payment terms getting longer and longer, some of those static discounts —
such as 2% off to get paid in 120 days
instead of 160 — are, as he puts it, “just
ridiculous.”
As the alternative finance field gets
more crowded, it seems likely that
invoice financing won’t stay its own
little area for long. “We’re more similar
in philosophy to OnDeck and Lending
Club and Kabbage than to a traditional
factor,” says BlueVine’s Lifshitz. “I think
you will see more players like us, and
you’ll see some of the leading online
lenders going into his space as well.
The big guys are very familiar with the
space, and it’s one of the growth areas.”
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Fintech for unbanked:
why financial inclusion matters

In the developing world only 41 percent have a bank
account, but of the 2.5 billion people who have no
access to a traditional bank, 1 billion have cell phones.
The real impact of fintech in developed countries
will be felt in the back office, where new efficiencies
and technologies, and improvements to know-yourcustomer processes, have the potential to transform
some banking operations for the better [1]. In fintech,
we talk a lot about changing the world, but we are often
guilty of limiting our expectations to the West.

In the West, we take having a bank
account for granted. However, in
many countries, most people are
unbanked — the World Bank has
estimated that about three-quarters
of the world’s poor don’t have any
kind of bank account. And this isn’t
just because of a fundamental lack of
wealth — it’s also due to factors like
banking charges, travel distance and
paperwork.
Fintech changes all that. Mobile
3G phones are now available, affordable and effective enough, even in the
world’s poorer countries. For example,
Indonesia now has around 100 million
mobile phone users, most of whom are
young and quickly adopt new technologies. And if you can acquire a phone,
you can access a bank account — potentially transforming vast swathes of the
world’s population from completely unbanked, to being able to access similar
services to those we enjoy in the West.
This means that in the developing
world, we will see nothing less than a
financial revolution. We are about to
witness the start of the creation of a
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Instead, the poor use financial
services that are extremely inefficient.
They save by hiding cash around the
house or buying commodities that lose
value over time. When they send money to friends and relatives to help them
through tough times, they either take a
day off and deliver the cash themselves
or trust someone else to do it for them.
If they need to borrow money for an
emergency, they have to pay usurious
interest rates to a moneylender. Not
having access to a range of cheap and
easy financial services makes it much
more difficult to be poor.

new banking system, one that billions
of people will be able to access — providing additional financial security and
independence, and opening the door
to microfinancing and crowdfunding,
and even to new banking groups that
can expand incredibly quickly and challenge the status quo.

Bill and Melinda Gates wrote [2]: “in
the next 15 years, digital banking will
give the poor more control over their
assets and help them transform their
lives.” The key to this will be mobile
phones. Already, in the developing
countries with the right regulatory
framework, people are storing money
digitally on their phones and using their

The reason poor people face these
agonizing choices is not just that they
don’t have enough assets. They also
don’t have access to a bank to help
them use their assets effectively. If their
savings are in the form of jewelry or
livestock, for example, they can’t very
well chip off tiny pieces to cover routine
daily expenses.

phones to make purchases, as if they
were debit cards. By 2030, 2 billion
people who don’t have a bank account today will be storing money and
making payment with their phones. And
by then, mobile money providers will
be offering the full range of financial
services, from interest-bearing savings
accounts to credit to insurance.
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Traditional banks cannot afford to
serve the poor because of their costs.
That’s why 2.5 billion adults don’t currently have a bank account. In villages
where people borrow or save in tiny
denominations, building and maintaining a bank branch just doesn’t make
sense. And when most people think
about financial services specifically
for the poor, they think of microcredit,
such as small loans to businesswomen in poor countries. Indeed, small
loans have helped millions of people,
but loans are only one of the financial
services the poor need, interest rates
are relatively high, and these services
have reached only a small fraction of
the poorest.

and because the poor can in fact be a
profitable customer base, entrepreneurs
in developing countries are doing exciting work — some of which will “trickle
up” to developed countries over time.

The companies pioneering mobile
banking find it profitable to serve the
poor because the marginal cost of
processing a digital transaction is near
zero. And because so many people
in developing countries have mobile
phones — more than 70 percent of
adults in many countries are subscribers now — the volume of transactions
can be very high. By making small commissions on millions and millions of
transactions, mobile money providers
can make a profit serving poor customers, just as brick-and-mortar banks
do serving the wealthy. Once these
services get going, then there will be
competitive innovation in offerings like
special savings or credit plans related to
farming or education.

enabling people to access financial services for the first time. Even for people
using a very basic feature phone, their
mobile numbers becomes their bank
account. In 2014 there were 103 million
active mobile bank accounts, up from
30 million in 2012. “These are services
that are truly transforming the economies of developing countries,” says
Ahmed. “These countries are becoming
truly cashless.”

One interesting feature of digital
financial innovation is that some of it
is happening in poor countries first.
If we waited a few decades, banks in
developed countries would invent
digital banking tools, and they would
trickle down eventually to developing
countries. But because there is strong
demand for banking among the poor,
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Ismail Ahmed, CEO and founder of
WorldRemit, has serious business to do
with the two billion unbanked people
in the world. “For millions of people in
developing countries, their lives revolve
around cash,” he says. “People are often
forced to save their cash under the mattress. These people use cash for all their
transactions. They can only buy things
from people close to them.” [3] A lot of
these two billion unbanked people have
access to mobile phones, which are

Mobile money not only makes it is
easier for those to get hold of their payments, but it increases audit traceability.
Cash, and therefore cash payments are
difficult to track, says Ahmed. “Mobile
wallets are changing that because with
a mobile it is possible to take an audit
trail of the transaction.” The services
then have a wealth of data that banks
don’t normally have, making it much
easier to ensure that money doesn’t
end up in the wrong hands.
When we talk about mobile money, we often confuse it with mobile
payments -- things like Apple Pay, says
Ahmed. “Those are not as transfor-
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mative as mobile payments in Africa.”
You can find people who have lived in
cities in Somaliland, where Ahmed is
from, who haven’t touched cash for
months. “All of those transactions that
used to take place within a cash setting,
it is now possible to measure the GDP,”
he says. “In Kenya where you have 45
percent of gdp going through M-Pesa,
a large part of the informal economy
has switched to formal.” The result of
this is that the government has revised
the country’s GDP upwards.
Not only are the lives of individuals
being affected by mobile banking, says
Ahmed, but it is proving itself to be “a
service which is changing the world,
which is changing the economies of
developing countries”. The unbanked are
becoming the mobile banked, and as informal cash-based economies become
cashless, they are also becoming formal.

Financial inclusion — expanding
access to financial services to those on
the margins — is often advocated as a
priority for the developing world. And
rightly so: It can increase economic security for the people who need it most
and promote economic development
where those people live. But financial
inclusion isn’t just a developing-world
issue [4]. Compare this to the Federal
Deposit Insurance Corporation’s (FDIC)
estimate that just 7.7 percent of U.S.
households don’t have an account at
an insured depository institution. As
the FDIC’s surveys of U.S. households
have shown, approximately 20 percent
of black households and 18 percent of
Hispanic households are unbanked.

Among households earning less
than $15,000 per year, over 27 percent
are unbanked. Financial exclusion imposes significant costs on these households, including high fees and interest
paid to alternative providers.

and cargo, but with cash. It used to be
the only way for people working in the
cities to get money to relatives back
in their remote villages. You give the
cash to the bus driver, and then you
say, “When you get up to the village

to a bank account or credit card. Most
Kenyans who use M-PESA don’t have a
bank account: the phone is it.
While most transactions there are
still in cash, M-PESA is used by over 19
million Kenyans or 90 percent of the
adults — from the well-heeled to the
shoe shiner. This technology was actually invented in England. But it is here in
Kenya where innovation using M-PESA
is taking off.
Today with M-PESA, Kenyans can
get their salaries sent directly to their
cell phones and they can open a savings account and earn interest on their
cell phones.

M-PESA’s
“mobile money”
revolution has
swept Kenya
Paying for a taxi ride using your mobile phone is easier in Nairobi than it is in
New York, thanks to Kenya’s world-leading mobile-money system, M-PESA.
Launched in 2007 by Safaricom, the
country’s largest mobile-network operator, it is now used by over 17m Kenyans,
equivalent to more than two-thirds of
the adult population; around 25% of the
country’s gross national product flows
through it. M-PESA lets people transfer
cash using their phones, and is by far the
most successful scheme of its type on
earth. Why does Kenya lead the world in
mobile money?
A “mobile money” revolution has
swept Kenya, where people can
send and receive money on their cell
phones. It’s improved commerce and
brought basic necessities to poorer
areas [5]. In Kenya, you don’t need a
bank account, you don’t need a credit
history, or very much money for that
matter, making this country in East
Africa a giant experimental laboratory
defining the future of money.
At a bus station in Nairobi, buses
were not only loaded with humans
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in Kakamega -- you will see someone
at the crossroads. Give the money to
him.” Guess what happens? The money
evaporates.
Bob Collymore, the CEO of Kenya’s
largest cell phone provider, Safaricom,
says his company sought to solve the
problem. While a majority of Kenyans
don’t have a bank account, eight in 10
have access to a cell phone. So in 2007,
Safaricom started offering a way to use
that cell phone to send and receive
cash. They call it M-PESA: m stands for
“mobile;” “pesa” is money in Swahili.
To get this currency you go to an
M-PESA kiosk. I give the agent 3,000
shillings — about $30 in cash, and she
converts it to virtual currency on your
account. This is pretty easy. It’s not like
opening a bank account. There are
85,000 agents like her across Kenya,
creating a giant grid of human ATMs.
For most this is a side business: so a
pharmacy will sell M-PESA or a roadside
spice shop; this barber will give you a
shave and M-PESA. And, yes, you can
even buy M-PESA here.
Scrolling down the options on the
phone menu: you can send money,
withdraw cash, pay a bill, or buy goods
and services. And everyone uses a PIN
number for security. But this is not like
paying with your smartphone in the
U.S., because our devices are linked
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A company called M-KOPA Solar
invented a way to provide inexpensive
power to the slums using M-PESA.
The unit costs about $180 — less than
kerosene but still out of Stephen’s price
range for a single purchase. Past efforts
to introduce solar panels to the slums
failed, in part, because they were stolen. This has been solved because the
same chip that turns the panel on can
also disable it.
Providing drinking water is another
way M-PESA is making a difference.
Nearly a third of Kenyans do not have
access to clean water, often relying on
a river or water trucked in by donkey.
But the village of Njogu-ini got a new
pump for its well. Villagers pay for clean
water by texting M-PESA to this meter
box — which unlocks the pump. A
villager can get a full month’s worth of
water for around $6.
For decades, development advocates implored banks to open branches
in remote places, but it made little business sense: nearly half of Kenyans live
on just $2 a day or less. Their financial
transactions were just too small.
Bob Collymore: “The most effective
barrier for the success of mobile money around the world is the banking
lobby. The banking lobby in most
parts of the world is a very strong lobby. And banks have looked at what’s
happened in Kenya and have decided
that they don’t want to see that happening in their own countries.”

M-PESA does have drawbacks:
there’re real concerns of criminal
enterprises, scams and money laundering. And while it has been introduced
in other countries like India, Egypt,
Afghanistan and Romania — it has stubbornly refused to catch on as it has in
Kenya. But the head of Safaricom thinks
it’s just a matter of time.
Dozens of mobile-money systems
have been launched, so why has
Kenya’s been the most successful?
[6] It had several factors in its favour,
including the exceptionally high cost of
sending money by other methods; the
dominant market position of Safaricom;
the regulator’s initial decision to allow
the scheme to proceed on an experimental basis, without formal approval; a
clear and effective marketing campaign
(“Send money home”); anefficient
system to move cash around behind
the scenes; and, most intriguingly, the
post-election violence in the country
in early 2008. M-PESA was used to
transfer money to people trapped in
Nairobi’s slums at the time, and some
Kenyans regarded M-PESA as a safer
place to store their money than the
banks, which were entangled in ethnic
disputes. Having established a base of
initial users, M-PESA then benefitted
from network effects: the more people
who used it, the more it made sense for
others to sign up for it.
One study found that in rural Kenyan
households that adopted M-PESA, incomes increased by 5-30%. In addition,
the availability of a reliable mobile-payments platform has spawned a host of
start-ups in Nairobi, whose business
models build on M-PESA’s foundations.
Mobile-money schemes in other countries, meanwhile, have been held up by
opposition from banks and regulators
and concerns over money-laundering.
But M-PESA is starting to do well in other
countries, including Tanzania and Afghanistan, and in 2015 it was launched
in India. At the same time, operators
in some other countries are doing an
increasingly good job of imitating it.
Some of the factors behind Kenya’s lead
cannot be copied; but many of them
can, which means it should eventually
be possible for other countries to follow
Kenya’s pioneering example.
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Kiva, Nearex,
Zidisha and
Dopay in Africa

The numbers involved in the
crowd-lending marketplace Kiva are
impressive on their own; total loans
have grown from $5 million in 2007 to
$200 million in 2011 — and a total of
$1 billion is projected to be loaned by
2017. Kiva now has 1.3 million lenders,
with $400 invested on average each,
and a 98 percent repayment rate by
its debtors, 80 percent of whom are
women [7].

But numbers aside, Julie Hanna,
executive chair of the board at Kiva, told
that the real value of crowd-lending is
found in the human stories: people like
Teresa Goines, a former corrections
worker from the United States who
created supper-club Old Skool Cafe to
help young offenders back into work
through a crowd-funding network, or
Elizabeth Omalla, a widow from Uganda who became one of the very first
recipients of a crowd-funded loan in
2005 to transform her business selling
fish on a micro scale to the point where
she could send her children to school.
These are the people who Hanna says can be transformed by what
she calls ‘the world’s bank’, in which
the wisdom, and ultimately trusting
compassion, of crowds is used to fund
business and sustainable innovation. “I
saw technology as the most democratising force in the history of humankind,”
she said. “Virtually every human being
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can be connected to every other human
being. It is one large organism.” Kiva was
focused on being one of the marketplaces that can enable “the next billion
entrepreneurs” to make new lives.
“The world’s bank is a bottoms-up,
nimble, person-to-person network,”
she said. Part of that is connecting
those people with their local communities; Kiva has found that ensuring part
of its loans are funded within the user’s
own community boosts repayment
rates. “When people know that it’s people lending to them, that commitment,

that motivation to repay the loan far
exceeds the institutional obligation that
comes with bank lending,” she said.
Recently named a Presidential
Ambassador for Global Entrepreneurship by President Obama, Hanna’s
wider aim is to inspire innovators to
start businesses no matter where they
are based around the world. That must
include ensuring the half of the world
living on less than $2 per day can have
the opportunity to make a future for
themselves.
Financial institutions normally decide
loan eligibility based on factors like your
credit score, cash flow, and the amount
of collateral you have. On Kiva Zip—the
micro-lender’s platform for U.S. entrepreneurs—it’s different [8]. What matters
is whether you’re trusted by the community, whether you’re willing to “pay it
forward,” and whether you’re prepared
to do some fundraising yourself.

Kiva calls its process “social underwriting,” and indeed it’s less impersonal
than the data-driven approach taken by

Kiva’s social underwriting has several
components. First, entrepreneurs can
be endorsed via Kiva’s trustee network

mainstream lenders. The aim is to find
entrepreneurs who are worthy of help,
but don’t necessarily meet the standard
criteria. In other words, lots and lots of
people out there. Fourteen percent of all
small business owners say they’ve been
rejected for a loan, including 23% of
Asian owners, 20% of black owners and
19% of Hispanic owners, according to a
recent poll from Gallup and Wells Fargo.

of 600 nonprofits and agencies around
the country. Second, they need three
references from other businesses.
Third, they have to find lenders on Kiva’s 1.3 million-strong network who are
willing to back them. Fourth, they need
to issue one $25 loan themselves. And,
lastly, they’re asked to bring in at least
15 friends or family-members during a
private fundraising period.

“We’re trying to underwrite people based on their character and their
standing in the community,” says Jonny
Price, senior director of Kiva Zip. “It
allows us to lend to people who don’t
have good FICO scores.” (FICO is the
most common kind of credit score).

Among businesses that invite 20 or
more people onto Kiva, the repayment
rate is 95%-plus; more than 15 people,
the rate’s more than 87%. And Kiva
doesn’t have to do much by way of due
diligence to see that, though it does do
some pre-vetting to check against fraud
and over-indebtedness.

Founded in 2005, Kiva made its
name issuing loans in East Africa, but
today sees a strong future in the U.S.,
filling in a hole left by more mainstream
financial providers. It recently launched
Kiva Zip in San Francisco, its home
town, with further launches planned
for New York and Oakland. It plans to
have a dedicated employee in each
city to help entrepreneurs through the
process. Since launching the site in beta
in 2011, Kiva Zip has issued 1,800 loans
to small businesses at up to $10,000
a time. More than 62,000 individuals have loaned interest-free money
through the crowd-lending platform, in
$25 increments.
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A decade ago, Matt Flannery
changed the world of lending in developing countries when he co-founded
Kiva, a peer-to-peer lending model that
allowed consumers to support women
and micro-entrepreneurs in emerging
markets with loans in increments as
small as $25. Now, he’s looking more
broadly at commercial lending space
in Sub-Saharan Africa and how data
science can be applied to make small
business lending smarter and more
accurate. He stepped back from an
operational role at Kiva and started
Branch [9] with $1.6 million from Khosla Impact and Formation 8, the fund
from Palantir co-founder Joe Lonsdale.
Flannery says Branch is like a bank in
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your pocket. Without relying on the
overhead of physical banking locations
and the hired lending and collections
officers to fill them, a digital micro-finance institution could offer a suite of
financial services entirely from a phone
and make lending decisions in seconds
based on machine-learning techniques.
They’re starting with loans that range
from $20 to $1,000. So far, they’ve
done a few thousand loans.
In July 2015 Nearex, a mobile
payments startup based in Singapore,
announced it raised funds in a series B
round led by Tata Capital Growth Fund
[10]. Existing investors Beenos Asia
and Xinvesco also participated in the
Nearex round. The details of the deal are
undisclosed, although Nearex claims it
plans to reveal those details in the future.
The company did confirm that Tata
Capital will be on its board. After it has
gained traction across Africa, the startup
is aiming to expand to other emerging
markets.
Nearex specializes in mobile
payments and mobile points of sale
(mPOS) systems for developing markets. Its product, called Xip, is designed
to work with mobile money service
providers (MMSPs) to enable cashless
transactions between consumers and
merchants. The system consists of a
contactless card for consumers (XipTAG), an mPOS system for businesses
(XipPOS), and a mediation and web
server (XipMS) that handles connection
to the mobile money system, security,
and administration.
The startup has been pilot testing
its product extensively in Tanzania and
Zimbabwe for the past year, according
to Nearex CEO Mayank Sharma. “All the
pilots have been converted to commercial orders and launches are expected
in these and adjoining markets in the
next couple of months. The product
has been accepted very well by the user
groups who have repeatedly responded
that using Xip is easier than cash. The
technology has also been found affordable by most users, paving the way for
widespread adoption,” he told.
Tata Capital’s involvement gives
Nearex access to the Indian company’s
understanding of emerging markets,

Sharma explained. “Besides their mammoth presence in India, Tata group also
has a very well established distribution
network across Africa,” he said.
“Our product has no clear references
in the developed world, so the investment team had to value our potential
based on the unproven business model
and growth prospects in the emerging
market. The efforts they have made to
understand our business space makes
them a very valuable partner, and their
emerging market footprint as well as
professional management practices will
permit Nearex to scale as a well-structured and robust organisation.”
Nearex aims at expanding to
emerging markets beyond Africa that
have little or no access to traditional
cashless payments systems such as
credit and debit cards, from Southeast
Asia to Latin America. Its system is
based on mobile money, which on the
surface resembles the mobile wallets
used in developed markets, such as
Google Wallet or PayPal. The difference
is, mobile money doesn’t need to be
connected to an existing bank account
or credit card — both rather hard to
come by in many emerging markets.
Rather, mobile money exists as a value
stored in an online account linked to
the user’s mobile number. As such, it
can be accessed even through low-cost
feature phones.
With their phone, people can make
payments for goods and services, settle
bills, and even send money to other
users. This eliminates the need for traditional banking systems and cash, which
is the primary transaction method in
most emerging markets. Fintech can be
the unbanked’s best hope for financial
inclusionThe funding will allow Nearex
to meet the growing demand for its
product, Sharma said. It will enable
the startup to enhance the support
structure for its services and customize
its product for use in different sectors such as retail and transportation.
Nearex will also continue development
of its product’s hardware and software
components. “While the device is the
visible part of the product, the core
technology is locked in the extensive
suite of software developed by Nearex
that manages the devices and integrates with various payment wallets and
services,” he exlained.

117

In 2009, a man named Duncan
Chege opened up a modest Internet
cafe—if you could even call it that—in
Nairobi, Kenya. In the beginning, the
cafe, called Vision Computers, had
just one machine. After three years of
committed operation by Chege, that
number grew to eight, some of those
machines being slow and clunky second-hand desktops. But Chege wanted
to keep expanding. He didn’t just offer
Internet access at Vision Computers,
though that was one way the neighborhood stayed connected to the online
world. Chege also viewed his fledging
business as a way to offer a variety of
educational services to the local community, which included a nearby slum.
He offered computer-training courses
to young people, teaching them how to
use basic software like Microsoft Word
and Excel, potentially leading to office
jobs. For a community where most of
the available work was manual labor,
this had the potential to be transformative. But to grow a business, you need
capital. And connecting with Zidisha
[11], a nonprofit peer-to-peer lending
platform for entrepreneurs living in
low-income neighborhoods in developing countries, changed the course of
Chege’s business.

While these companies are for-profit undertakings, Zidisha is straight-up
philanthropy. And while it’s not the first
platform of its kind to offer microloans
to entrepreneurs where capital can be
hard to come by, Kurnia argues that
Zidisha’s minimalist approach sets it
apart. The system cuts out intermediary
banks and loan officers altogether, relying instead on cheap, bare-minimum
tech such as cellphone money transfer
systems. “We’ve built a decentralized
marketplace that has no offices, no
employees or loan officers in borrower
countries,” Kurnia tells. “So our only cost
is the salaries of a couple engineers,
including myself—I program—and the
very low costs of money transfer fees
and automated SMS services. That’s
about it.” In the mid-2000s, Kurnia was
working with another micro-lending
nonprofit and saw how high costs
could get for the borrowers who sorely
needed loans. A big part of the problem, as Kurnia puts it, was actually
managing the funds. “Even if we successfully raised capital, we had to hire a
loan officer and get an office in order to
manage the funds,” she says. The cost
of lending, she said, went up to more
than a third of the value the loans were
making.

Chege’s is just one story among
many on the online micro-lending
platform. Zidisha has funded sewing
machines, delivery wagons, grocery
shops—small things that could yield big
changes in poor communities. Since
it was founded in 2009, Zidisha has
issued about $3.5 million worth of
loans — 15,000 altogether.

A few years later, working a different
job managing grants for the US government in Africa, Kurnia witnessed what
she described as an “explosion” in the
use of the Internet in the Kenya, especially among young people. These direct
connections, she said, inspired her to
figure out how to build a crowdfunding
platform where borrowers and lenders
could connect as directly as possible.
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The company employs to reduce
the risk to lenders on the platform is
to limit every first-time applicant to a
$50 loan. After the loan is repaid, the
applicant can request a larger sum of
money. The most Zidisha has loaned is
about $4000, Kurnia says. The average
amount is between $200 and $300. Because of Zidisha’s low-cost operations,
the cost of a loan is just a 5 percent
service fee to help cover the marginal
cost of the loan, mostly money transfer
fees, according to Kurnia.
Growth at Zidisha jumped after
it participated in tech accelerator Y
Combinator, which started accepting
nonprofit startups in 2013. A number of
Silicon Valley bigwigs, including Y Combinator founder Paul Graham and Reddit co-founder Alexis Ohanian, donated.
Paul Buchheit, the creator of Gmail,
has a loan fund of up to $100,000 with
Zidisha. “There’s a lot of variation with
donors,” Kurnia says. “But anyone can
lend as little as a dollar.”

Dopay, a London-headquartered
startup that offers a payroll service for
the unbanked, has closed a $2 million
seed [12]. Dopay does not have a banking license itself, so remitted money is
held at an escrow account at Barclays
Egypt in its initial market. Investors in
the round of funding include global
private-equity firm ACE & Company,
plus a syndicate of angels from the
banking, private-equity and hedge-fund
industries.

accounts of their own (and also to
those who do have bank accounts). Unbanked employees receive their salaries
in a dopay account, which comes with
a debit card. They can also manage
access to their dopay account via an
app which lets them view a real-time
balance, as well as send money to others, and top-up prepaid mobile. If users
can’t access the Internet there is also
a call centre option for accessing their
accounts. Part of the funding will go
towards developing more features for
the app, dopay said. Dopay accounts,
which are being powered by Barclays*
and Visa, do not accrue any interest for
the account holder. If the employee
leaves their workplace they can retain
their dopay account and have a new
employer deposit wages into it. Deposits are also possible via direct debit from
another bank account.
The first market for the service
is Egypt, where dopay soft launched
with a couple of companies. Founder

Frans van Eersel wants to expand into
additional markets — in the Middle East,
Africa and India. The size of the market

Dopay’s product is a cloud-based
payroll service that employers can use
to calculate and remit salaries electronically to staff who don’t have bank

118

Money of the Future 2015 | Life.SREDA VC | lifesreda.com

it’s attacking is the roughly 2 billion
people globally who have jobs but no
bank account.

How blockchain
could
revolutionize
remittance in
Africa?
However, the lack of legacy means
Africa is a greenfield opportunity for
fintech [13]. Entrenched issues continue to prevent the spread of traditional
banking, quite in contrast to Western
markets where fintech products and
services compete with established trillion-dollar enterprises that benefit from
consumer and merchant saturation
and established digital payment habits.
Eighty percent of Africans don’t have
a bank account — let alone a credit
card — but they have a phone, and for
most that will soon be a smartphone. If
current trend continues, every African
will have a mobile wallet by 2021.
However, mobile wallets are
fragmented throughout Africa. This
fragmentation presents a significant
opportunity for fintech companies —
to unify the structure of a fragmented e-commerce backbone. Carriers
have built strong local footholds, but
cross-border payments capability is
almost non-existent. Networking these
wallets will benefit all participants, add
value to carrier infrastructure, increase
sales for merchants and bring choice
and utility to consumers. Some of the
issues solved by connecting local mobile wallets into a global network are: 1,
Cross-border money transfer; 2, Direct
donations to people in need; 3, Online
payments for mobile commerce; 4,
Salary payments for international companies. Africa has both the need and
the desire for better financial technology solutions. The rapid adoption of
mobile wallets is just one. Cash offers
access without full utility in respect of
logistics and the lack of online payment
capability.
The likes of Igot, Beam, BitPesa and
BitX have spotted an opportunity to
build blockchain businesses in Africa
[14].

Nikunj Handa, chief executive officer
(CEO) of Ghanaian Bitcoin remittance
firm Beam, believes whether or not
Bitcoin disrupts the remittance market
depends on if it can gain widespread
merchant adoption and become a
currency that can be used readily
without being exchanged in the future.
“If this were to happen, Bitcoin will be
an excellent way for people to send
money directly, without intermediaries,
in a fast and extremely cheap manner.
This is when Bitcoin will truly ‘disrupt’
remittances,” he said.

The problem they are looking to fix
is a big one, though the opportunity
is also enormous. Remittances to and
within Africa are big business. There
are more than 30 million Africans living
in the diaspora, sending home US$40
billion per year, an amount which is
steadily increasing. This amounts to an
average per migrant of US$1,200.
Yet the cost of these transaction is
hurting those sending and receiving
money. Total annual fees amount to
US$1.4 billion. Western Union and
MoneyGram dominate the field, with
50 percent or more market share across
most of Africa, but charge an average
of 12.3 percent to send just US$200.
Acceptance of payments by merchants
is also an issue, with less than three
percent of Africans owning credit cards,
bank transfers as expensive as remittances and PayPal not yet widespread.
Timothy Stranex, chief executive officer
of African Bitcoin exchange BitX, says
the digital currency can have a major
impact on international remittances,
in terms of both speed, efficiency and
cost. Most Bitcoin remittance firms
charge fees of around three percent
on transactions, seriously undercutting
the more traditional players. “International wire transfers take several days
to settle because they are processed
using legacy batch systems. In contrast, Bitcoin payments are fully settled
within minutes. This enables much
faster international payments. Existing
remittance companies can use this
technology to streamline their backend
operations and save costs by maintaining less float,” he said.
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“One of the difficulties in remittances
is the ‘last mile’ problem: getting money
to the final recipient. Because recipients often don’t have bank accounts,
the money is typically paid out in cash,
which is expensive and inefficient
to handle. In the case of Bitcoin, it’s
almost effortless for the recipient to
setup a Bitcoin wallet on their phone
even if they don’t have a bank account.
The final leg of the remittance can then
be handled electronically.”

Gilles Ubaghs, financial services analyst at Ovum, says in the case of Africa
and other emerging markets Bitcoin
can also provide the benefit of offering
a standardised infrastructure between
emerging markets and helping increase
money flows. “There’s a huge diaspora
of money shifting around within Africa
across nations already so this could
really be a bit of a leapfrog,” he said.

Rick Day, of Bitcoin exchange Igot,
which has recorded 200,000 transactions since launching and went live in
Africa in the beginning of 2015, says
Bitcoin offers a unique solution to the
rates charged by the likes of Western
Union. “It’s peer-to-peer and it’s almost
instant,” he said. “The receiver can
simply exchange Bitcoins for their local
currency using a Bitcoin exchange. This
means the cost of sending remittance
is minimal and cash is available to the
receiver within the same day, in most
cases.”

Some mountainous parts of Mexico
are so remote that the electricity grid
fails to reach them, let alone the banking system. A five-year-old social enterprise, Iluméxico [15], hopes to change
that. It provides more than 20,000
people with loans to buy low-cost solar
panels and batteries, enabling them to
switch lights on, watch television and
charge mobile phones, sometimes for
the first time.
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Mexico

It also introduces them to the
financial system via those same mobile
phones. It has launched a pilot project
enabling them to pay off the loans in

instalments via an SMS-based payment
system, Transfer, owned by Banamex,
one of Mexico’s biggest banks. Most
have no credit history, so Iluméxico
takes a big risk in lending to them.
Manuel Wiechers, its boss, says they
are often late with their payments
because rural incomes are unstable.
But they are keen to maintain access
to credit, so their ultimate default rates
(currently 5.8%) are only slightly above
the national average.

bile-phone market to stifle competition.
Yet the mood has changed. “If anybody
has any ideas about how to bring technology into financial transactions, our
doors are open,” Mr Carstens says.

Until recently such people had
little hope of getting credit other than
from loan sharks or pyramid schemes.
Mexican high-street banks have signally
failed to provide services to the rural
poor: the country has fewer branches
per 10,000 people than neighbouring
Guatemala, which has a much lower
GDP per person. Less than 7% of the 4m
microbusinesses that make up 95% of
all firms in Mexico had access to bank
credit in 2013.
So Mexican authorities are hoping
that technology can help Mexico to
“leapfrog into modernity”, in the words
of Agustín Carstens, governor of the
central bank. Mobile banking offers a
simple way to expand services to the
unbanked. The bigger challenge is
credit, which is where “fintech” firms
such as crowdfunding platforms see an
opportunity.
In June 2015 the National Banking
and Securities Commission (CNBV),
which regulates the industry, gave its
first licence to a peer-to-peer (P2P)
lender, Kubo.Financiero, which aims
to provide loans to microbusinesses
such as mom-and-pop grocery stores,
funded by anyone with spare cash to
lend. The CNBV is creating a regulatory
framework that will enable more crowdfunding platforms to become regulated
bodies. It has also been trying to encourage more mundane efforts to reach the
unbanked, through mobile banking.

Vicente Fenoll, who founded Kubo
after 18 years in microfinance, says that
despite its officially sanctioned status
it is still keen to be a disruptive force.
Banks that lend to Mexico’s tiniest firms
often do so at extravagant interest
rates (90% a year is not unheard-of). He
claims that a digital platform and better
credit-screening algorithms will enable
him to charge half those rates. Currently Kubo has only 47m pesos ($3m) of
loans outstanding, compared with total
bank credit of 2.8 trillion pesos.
Unsurprisingly, the banks accept little blame for the low credit penetration.
Alberto Gómez of Banamex, which is
owned by Citigroup, says it stems from
high levels of informality among small

This has come after much
foot-dragging. Mexico has been relatively slow to embrace new financial
technology in general and mobile
banking in particular, because of fears
about money-laundering and the
power of Carlos Slim, Mexico’s richest
man, to use his dominance in the mo-
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firms, and strict money-laundering and
know-your-customer rules. The cost of
administering such regulations is more
or less the same no matter how big or
small the account, making it even harder than usual to profit from customers
who do not have much money. He also
says there is not a lack of credit supply
in Mexico, just one of demand.
For the past few years, mobile money technology has advanced rapidly
to create solutions for the unbanked.
However, in Latin America, all too often there have been excuses why the
region’s unbanked could not or would
not be able to enjoy the same services
[16]. It has been argued that traditional
banking was just too strong in Latin
America. There are already so many
traditional financial services offered at
kiosks and small shops so mobile financial services weren’t necessary. Some
have thought that regulators have been
slow to adapt and others have accused
mobile operators of being unwilling to
invest in providing the new technology
to Latin American markets.
According to the GSMA, mobile money accounts grew by 50% in Latin America in 2014 alone. This presents a huge
opportunity. And mobile money can
play a pivotal role in addressing many
of the challenges the meeting participants will discuss, including: 1, Inclusive
growth; 2, Gender parity; 3, Growing
local SMEs; 4, Revolutionising basic service delivery; 5, Increasing transparency
and reducing corruption; 6, Redesigning
cities for resilience; 7, Financial innovation. Mobile phones provide a new
platform and increased flexibility for
reaching new populations with more sophisticated financial services. For exam-

ple, in Paraguay we partner with Swedish
insurer Bima to offer micro insurance to
over 80,000 customers, many of whom
have not previously been able to access
such policies.
It is time for Latin America to catch
up. “We see a huge demand from
consumers and small businesses for
mobile financial services. It is time to
consider the transformative power of
these pioneering financial innovations
for the region’s populations — particularly the unbanked, small businesses
and women.”

Financial
inclusion in
Asia
What is the fintech capital of the
world? London? New York? Silicon
Valley? Well, it’s actually somewhere
in Africa or Asia if you heed the results
of this year’s Payments Innovation
Report (July 2015) [17]. In the report,
Asia and Africa are recognised as the
biggest hotbeds for digital payments,
leading the way in particular in Mobile
Money, with North America and Europe
lagging far behind. The lesson for
entrepreneurs in the west is that there
are untapped opportunities for fintech
innovations that serve the whole world
rather than just developed markets.
Most Mobile Money services currently work on basic USSD and SMS
technology. However, smartphone
adoption in emerging economies is
exploding. Cheap smartphones by
manufacturers such as Xiaomi or Karbonn are flooding into many countries,
most under $100 and many under
$50. For the majority of the world’s
population, their mobile phone will be
their main way of connecting to the
internet, not fixed-line broadband. In
the Philippines, unbanked users have
already been shopping online for
years at retailers like Lazada, which
lets them pay for thousands of goods
using SMART Money. As Mobile Money
moves from USSD/SMS to smartphone
apps, users will enjoy richer functionality and an even wider range of
services.
Most of us take having a free bank
account for granted, but the 460 mil-
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lion people across east Asia without
one often turn to informal moneylenders to meet their everyday needs
[18]. Decisions requiring credit, such as
expanding a business, buying a house
or paying medical bills are taken out of
the hands of the so-called “unbanked”.
Uninsured and with no savings, they
are also less resilient to health problems, unemployment or a natural
disaster.
At a roundtable discussion in Jakarta,
hosted by the Guardian in association
with Visa, against the backdrop of the
World Economic Forum on east Asia, a
panel of experts agreed that more collaboration was needed to achieve full
financial inclusion in the region.
One participant said financial exclusion is costly for the farmers she represents, because they don’t have access
to credit, yet they require capital for
production inputs, machinery, health
costs and so forth: “Many farmers are
not even in the social security system,
so when we need cash we often go to
middle men — and the interest can be
high.” A participant noted that financial
exclusion “robs folks of the opportunity
to be resilient”. He added: “All it takes is
a tsunami or two years of hunger, and
you no longer have that opportunity to
create your own future.”
Another contributor raised the point
about why governments should drive
efforts to achieve full financial inclusion: “We need to get governments to
care about the unbanked — not just
because of the general social implications of poverty but also because it
puts a brake on your economic growth
if 25% of your population is not able to
contribute.” One participant gave the
example of India, where 85 million of
the 147 million bank accounts opened
since August 2014 are dormant. We
need to move away from the sector’s
obsession with the number of bank
accounts opened to looking at usage,
he argued. This means changing how
success is measured.
“The reality is a bit more complex,”
he said. A small number of farmers in
Indonesia have opened bank accounts. “But the transactions and the
idea of financial inclusion that ideally
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goes with that hasn’t happened.” One
attendee pushed for the need to “democratise access” to financial services,
highlighting that many people pay
for convenience. As such, they get
exploited, paying a 9%-12% fee on remittances, when what they really need
is more choice.
There was consensus on one key
point: that striking the right balance between the social impact and
commercial intent of financial inclusion programmes can be tricky. This
reintroduced the theme of collaboration. A contributor gave the example of
partnering with a mobile bank following south-east Asia’s typhoon Haiyan
in 2013. Together, the two parties
provided immediate cash transfers
and followed up by looking at savings
products that would be most helpful
to prepare people for another disaster.
This met their organisation’s objective
of assisting the typhoon’s victims, while
delivering on the bank’s desire to assist
the affected communities and expanding their mobile banking services into
rural areas. “The cash transfers helped
people start rebuilding, but the way
that it was done also brought 26,000
people into the formal financial system,”
she explained.
As well as savings, insurance was cited as another mechanism for providing
financial resilience. However, the gap
between the insured and uninsured is
widening, one participant noted.
But participants were undecided
over how much of a significant role
mobile money can play in east Asia. Although Indonesia sells more SIM cards
than it has people, Indonesia remains a
cash economy. One participant argued
that Indonesia lacks the conditions
to support mobile banking. The main
problem is cash, he argued, which
remains easy to come by because the
state bears many of the costs of a cash
economy. Kenya, widely touted as a
leader in the mobile money market, is
altogether different. Why? “Because
cash is much harder to get and very
risky,” he said.
But getting competing mobile
operators to work together at all is
challenging, said one participant,

who had a tough time convincing 12
competing mobile banks in Cambodia
to “unite all telecoms companies under
one common switch”. One contributor
urged participants not to overlook the
lack of trust within the sector. “I’ve been
part of negotiations between telecoms
and banks and it’s hard to see any
trust there. Any new financial inclusion
framework must start with building trust
between the different stakeholders.”
How can we make this happen?
[19] MSMEs (Micro Small and Medium
Enterprises) also stand to gain substantially from digital lending. Apart from
access to finances, electronic payment
systems allow them to secure a diverse
range of financial products and an
opportunity to build a financial history.
The importance of digital finance in
building both credit history and transactional data of individuals and firms
for lenders cannot be underestimated.
Close public-private cooperation is a
key factor for this type of innovation to
be taken to scale and enable people to
live a more secured, empowered and
included life. If approached wisely, it
is possible for emerging economies
to leapfrog developed nations in the
adoption of these digital channels, and
at the same time accelerate financial
inclusion.

Microsoft founder Bill Gates on said
[20] in a couple of years India will lead
the way in digital financial inclusion. Speaking at a panel discussion
on Transforming India through digital
financial inclusion, Gates, in association
with NASSCOM, said they were helping
the government implement its projects
in sector. “The results will be magical
once critical mass is achieved.”
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Minister of State for Finance Jayant
Sinha said the idea was to create a
plug-and-play platform for the apps —
essentially the direct benefits given to
citizens. He said the Indian model is different from the acclaimed Kenya model as it was based on open architecture
and allows interoperability. “We have
made it channel neutral. Whenever the
ultimate transactions happens is where
the commission is paid out. And there
is also the Right incentive for consumer
choice,” the minister said. He said while
90 per cent of NREGA payments are
already going through bank accounts,
the government was now working on
health insurance and crop insurance.
Sinha said the architecture was in place
for India to become a cashless society,
but people’s behaviour will take time
to change. “The consumer will decide
when that will happen.”
Indian-based startup LendingKart
joins hands with Philippines-based
startup Lenddo and will use social
media to evaluate borrower creditworthiness [21]. As part of the collaboration,
the two companies will explore alternative credit scoring solutions based on
non-financial data sources and expect
to speedily improve financial inclusion
in the Indian market. “In our country,
it is often cumbersome for people to

prove their identity and access financial
services. We joined hands with Lenddo
because it is known for using non-traditional data to provide credit scoring
and verification for the emerging middle
class. Through this tie-up, we can help
borrowers get access to new and affordable financial services with no formal
credit histories” said Harshvardhan Lunia,
CEO of LendingKart. LendingKart is a
digital lending platform providing entre-
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preneurs and small business with working capital finance and business loans,
uses a unique mix of analytics, big data
and decision science for evaluating the
creditworthiness of its customers. While
Lenddo is in delivering credit risk and
verification technology globally after
years of lending experience in multiple
markets to train algorithms and perfect
the technology. Both the fintech startup
sees this collaboration as an excellent
opportunity to serve the Indian market
and as a logical step. Lenddo is funded
by investors like Omidyar Network, Life.
SREDA, AT Capital, Blumberg Capital and
Golden Gate Ventures. “Financial inclusion is top priority in India and we want
to resolve this major business challenge
that often restricts and inhibits the country’s growth. By using non-traditional
data, we will be able to make thousands
of creditworthy consumers discoverable
to lenders,” said Richard Eldridge, CEO
and Co-Founder of Lenddo.

Fintech is well placed to give the
current financial system a good shake
up, that much is true. However, there
is a large number of people around
the globe that are not even part of that
system [22]. Kyepot, for example, aims
to enable lending and borrowing within
small, trusted groups, using social tools.
Sidd Gandhi, the company’s co-founder and CEO, brings in his expertise of
14 years in the banking sector, which
also allows him to put fintech’s rise
into perspective. Established financial
institutions, he says, have always used
advanced technology, but that is now
changing.

“I think fintech helps scale up normal
human behaviors that have been in this
local context in Southeast Asia,” chimes
in Syakir Hashim, co-founder and COO
of SkolaFund, a startup that aims to
provide scholarships to underprivileged students via crowdfunding. “It’s
natural for people to help their family
members, their community members,
and their fellow countrymen.” So far,
initiatives like scholarships have been
based on affluent benefactors offering
money to the less fortunate. What SkolaFund proposes brings in the middle
class, leveraging technology to increase
financial assistance options for low
income students.
“The debt market for SMEs is
very stratified right now,” says Pawel
Kuznicki, Capital Match co-founder
and CEO. “You either get a cheap loan
with a bank at an interest rate of 5 to
10 percent per year, or if you are not
lucky, you are a typical SME given a
very high loan rejection rate by banks
in this segment. You will either not be
able to access debt/working capital at
all or you will have to settle for super
high rates.” That means 5 percent and
upwards per month.
Fintech startups have to go the extra
mile to reach unbanked people in rural
areas through existing infrastructure.
“At the end of the day, you have
to reach out to consumers wherever
they like to interact,” Rakhil Fernando,
founder and CEO of mobile micropayments startup Kashmi, offers. “So if
social media is the way where you can
reach out to them and provide some
kind of financial services solution, you
have to work within that space. I think
startups can do that far more effectively
than existing players who find it harder
to be nimble.” Fernando figures that the
startup can tap into local merchants
with physical points of sale, effectively
converting them into stations for users
to credit or debit their ewallet. In this
way, existing infrastructure turns into
a way to use these services. It may be
hard to find a big bank’s branch in the
Indonesian countryside, but a 7-11 is
probably never too far away.

for social impact investments in Asia
and Africa, an unprecedented amount
of funds aimed at providing financial
services to low income populations.
In other words, financial inclusion
through fintech is not only possible, it’s
also a huge market; one that startups
with fresh ideas and innovative products could benefit from while at the
same time bringing about significant
social change. It’s getting much easier
to imagine many of those people being
included into the mainstream finance
system thanks to new fintech startups.

Bangladesh and
Cambodia as the
next Kenya?
Bangladesh, home to the world’s
second-largest mobile money company, is moving to consolidate the
industry as it expands financial services
to the rural poor [23]. The central bank
has proposed channeling all mobile
transactions through bank-led companies with a minimum capital of 1 billion
taka ($13 million), said Bangladesh Bank
Governor Atiur Rahman. This would
force smaller providers to merge and
link up with banks.
“There are a lot of entrepreneurs
who could never be reached by conventional banks,” Rahman said in an
interview. “It’s a conscious move by the
central bank to bring those unserved or
underserved into financial flows.”

In 2014 private equity firm Leapfrog
Investments raised US$400 million
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More of Bangladesh’s 157 million
people use mobile phones to transfer
money than bank accounts. The nation
-- upgraded this year to the World
Bank’s low-middle-income status -- has
a mobile network that covers 99 percent of its population, and remittances
account for more than 10 percent of its
economy.
The central bank has made it mandatory for all banks to give a minimum
of 25 percent of total loans to agriculture. Farmers can open accounts with
as little as 10 taka ($0.13).
The new companies would need
to boost capital by retaining at least 10
percent of net profits a year, according
to the central bank proposal. Telecom
companies would be allowed to hold
stakes of as much as 30 percent in
them. While their main role would be to
provide payment services, they can also
accept deposits, insurance premiums
and disburse loans.
Since taking office in 2009, the
former professor of development
economics has made it mandatory
for banks to open a rural branch for
each new urban one, raising the ratio
to 1:1 from 1:5. He also allowed mobile
banking in 2011, granting licenses to
28 banks. Twenty of them have started
operations. “We have embarked on an
era of new central banking which has
got a distinct developmental focus,”
Rahman said. “That focus is inclusivity
and environmental sustainability, which
was never reflected in any monetary
policy anywhere in the world.”
The number of mobile money users
rose 1.8 percent to 27 million in May
from the previous month, and mobile
cash transactions rose 6.4 percent,
Bangladesh Bank data show. January-May 2015 mobile transactions were
worth 590.03 billion taka, on pace to
overtake last year’s total.
BKash, a subsidiary of BRAC Bank
Ltd., has about 18 million accounts,
second in the world only to Vodafone
Plc’s M-Pesa in Kenya, according to
Chief Executive Officer Kamal Quadir.
Even so, the value of mobile money
transactions in Bangladesh was 5.6
percent of GDP, far lower than Kenya’s

55 percent. Analysts say the lack of customizable payment platforms and poor
user education hamper penetration.
“We are now the second biggest mobile
banking country in the world after
Kenya,” Rahman said. “We will become
number one soon.”
On the first Friday of every month,
Sabina Begum makes the short trip
from her single-room shack in a crowded Dhaka slum to a nearby grocery.
The grocer, in addition to selling her
much-needed supplies, doubles as her
financial-services provider [24]. Ms.
Begum hands the grocer cash, and with
a few clicks on a basic key-press mobile
phone, he sends the money on its way.
At roughly the same time, in a village
300 kilometers away, Ms. Begum’s
father, Bosir Uddin, partially blind and
slowed by arthritis, walks to a tea shop
in the village square, where he waits
for the money transfer from Dhaka. It
duly arrives in the form a text message
to the tea shop owner, who pays out
the money Mr. Uddin’s daughter sent.
Like millions of other factory workers,
Sabina sends cash to her family’s village
using bKash.

Four years after Bangladesh Bank
started handing out mobile-money
licenses, about $42 million is flowing
through mobile banking systems daily.
The number of registered mobile-money users has topped 23 million, around
15% of the total population, according
to the central bank.
Because of a supportive regulatory
framework that allows over-the-counter
mobile money transactions and the efforts of companies like bKash, Bangladeshis can now use their phones like a
bank account—depositing, withdrawing
and transferring money with their handset. They can also pay utility bills and in a
limited way, pay for goods and services.
And local businesses can use their
phones to provide these services for
customers without accounts or phones.
Mobile money transfers are not only
instantaneous, they also reduce the
costs associated with handling cash,
the service providers say. In a country where many factory workers and
rickshaw drivers regularly send money
to their families in the rural areas, this is
a massive advantage, they say.

People using the over-the-counter
bKash service typically have to pay the
agent 2% of the transferred amount as a
fee. Muhammad Ershad, the agent Ms.
Begum uses, says his mobile money
transfer business earns him an average
of 15,000 takas ($190) a month. Kamal
Quadir, the CEO of bKash, who also
helped found the company four years
ago, says his goal is to get more people
to open their own accounts and carry
out transactions with their own phones.
Mr. Quadir says bKash grew quickly
by focusing on serving the people overlooked by banks. “We’re not competing
in the traditional space occupied by
commercial banks—we serve the small
fry who are unbanked,” Mr. Quadir says.
Islami Bank’s mobile banking service,
mCash, launched three years ago and
has achieved modest success. Although
it’s slightly cheaper than bKash, users
say it lacks the vast network of agents
built by bKash, limiting availability.
Islami Bank’s Mr. Mannan says the banks
are better placed to provide mobile
money services in a safe and secure
way. “The bank-led model, by focusing
on savings and credit in addition to
money transfers, can achieve the goal
of financial inclusion through mobile
financial services,” he said.
Despite the runaway success of
mobile money, experts say service
providers still have a long way to go
to achieve the objective of financial
inclusion in Bangladesh. A lot of people
are still not used to the idea of a mobile
wallet. Cash is king in Bangladesh,
and most people who receive money
transfers tend to cash out immediately, instead of keeping the money
in the system, something experts say

bKash launched in 2011, bKash is
now used by over 17 million Bangladeshis, and handles more than 70
million transactions a day, according to
the company. In cash-focused Bangladesh, mobile-money services are still a
novelty, and some traditional bankers
worry about potential security risks that
users of private services like bKash face.
But experts at Bangladesh Bank, the
country’s central bank, describe mobile
money as a key strategy to expand
financial access in this nation of 160
million people, where fewer than 30%
have a bank account.
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limits the potential for mobile-money
companies to provide broader financial
services, such as a line of credit.
Bangladesh is known for its successful microfinance programs with millions
of people taking out small loans for
businesses. Mr. Quadir says it might
be possible to use records of mobile
money transactions to gauge the
creditworthiness of individual users. “In
the future, people could apply for small
loans on their phones and get approval
and disbursement within minutes,” he
says.
After six years, Wing in Cambodia
made a modest profit last year with
fewer than 50,000 active accounts,
many of them held by farmers and
shopkeepers paying their suppliers
remotely [25]. Anthony Perkins, CEO
of Wing, once part of Australia and
New Zealand Banking Group, says the
secret is to think more like a bank than
a phone company, such as nurturing a
network of agents who can receive and
dispense cash. Some of these ‘human
ATMs’ can earn eight times the average
national income.
“Running an agent network is really
no different than running a branch
network,” Perkins said. He and others
say that while phone companies, with
their reach and flexibility, are good tools
for rolling out networks, they aren’t
necessarily the best to move mobile
money beyond simple transactions into
becoming a nationwide, or international, digital money system.
The telcos’ main priorities, they point
out, aren’t so much the social goals
of financial inclusion, but to reduce
churn — keeping customers from
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jumping to a rival firm — and to maximise the amount users spend on their
network. “I don’t understand why it’s
being left to telcos to bring this financial
inclusion to the masses,” said Perkins.
“Even in a small country like Cambodia
you can make money out of this.”

Thailand still
offline-oriented

On a recent spring morning Nirut
Tatbuakam, 26, a stone polisher in
Pathum Thani Province, a half-hour
drive north of Bangkok, visited the local
branch of Srisawad [26] Power 1979, a
consumer finance firm that specializes
in auto-backed lending. Nirut, who
needed money urgently to repair his
house over the Songkran (Thai new
year) break, had heard about Srisawad
from its radio commercial, which
promised fast cash to those owning a
car or motorcycle. It took less than an
hour for Nirut to get a $240 loan for six
months, using his three-year-old Yamaha motorbike as collateral. Paying the
high 2% per month in interest and other
charges, he says, is “manageable.” Loan
sharks charge more usurious rates–as
much as 1% per day–and he has no
credit history to borrow from any bank.
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This was quick and painless, he avers.
Providing small-ticket loans backed
by assets such as cars, motorcycles,
houses and land to folk like Nirut, who
tend to be shunned by banks, has become a big business for Srisawad. The
firm’s loan portfolio is a modest $260
million, but it has 200,000 customers,
and with its network of more than
1,000 branches across the country it is
the biggest among what are known as
“car for cash” companies.
“We’re like a big pawnshop. When
banks say ‘no,’ we say ‘yes,’ ” says
Doungchai Kaewbootta, 36, Srisawad’s managing director. The firm
has to contend with the consequences of dispensing loans more freely; its
ratio of nonperforming loans stands
at 4.3% of assets, which is higher
than the 2.9% average for the banking
sector. For the higher risks Srisawad
is willing to take, it enjoys a fat net
interest margin of 25% versus 2.5% for
banks. Car-backed loans are generally offered for a year, whereas those
against trucks are for 18 months.
Doungchai, together with younger
sister Thida, 33, runs daily operations
of the microfinance lender founded
by their father, Chatchai Kaewbootta.
A more than fivefold rise in Srisawad’s
shares since its May 2014 listing earned
the media-shy patriarch, who holds a
55% stake along with his family, a debut
spot on the list. He’s ranked at No. 34,
with a $690 million fortune.
Thailand’s high household debt,
which has soared to 85% of GDP, poses
an economic worry, but the siblings
foresee no threat to their business.
Demand for money is limitless, and the

market is as yet underserved, they say.
“Thais tend to live beyond their means
and have no qualms about borrowing
from friends. We’re happy to be their
friend,” says Thida matter-of-factly.
So far, investors are happy, too. With
a recent market cap of $1.2 billion,
Srisawad trades at a P/E multiple of 43
(twice the Stock Exchange of Thailand
average). The company’s closest rival,
Muangthai Leasing, has also seen its
shares jump threefold since a November listing and trades at an even higher
multiple of 55. (Muangthai’s founders,
Chuchat and Daonapa Petaumpai, are
also newcomers to the list, ranked No.
31, with $805 million).
In 2014 the firm added 367 branches
and in 2015 opened 200 more. These
outposts are of varying sizes; one is
installed in a mobile storage container in the parking lot of a Tesco Lotus
supermarket.

is now sharing infrastructure with the
new players, while discussions around
interoperability of voice and financial
services proceed. The telcos estimate
that they will cover 80-90% of the
population within the next four years
— unprecedented growth for a country
with less than 10% mobile penetration
in 2013 (CGAP interviews with MNOs,
January 2015).
With a population of more than
50 million, Myanmar has the most
underdeveloped financial sector in
region, offering only 6% of adults any
type of regulated financial service. The
rapid growth in telecommunications
coverage is laying important groundwork that can support growth of digital
financial services for the unbanked.
Currently, only banks have clear regulatory space to provide mobile financial
services, although MFIs were recently
allowed to provide mobile payments
through an October 2014 Ministry of
Finance Directive.

to the broad use of more than 400,000
“Hundi”, or informal networks used for
international and domestic remittances,
sometimes in very large volumes. Monasteries also serve myriad roles in villages and towns across Myanmar, offering
a place for gatherings, education, and
basic health care, and even financial
services. In a remote village in Shan
State, for example, a network of Buddhist monasteries has become a credit
union for its community known as Won
Metta. Villagers meet once a month
at the monastery to save. Staff and
volunteers update savings passbooks
into local Shan language and a committee of 15 local elders dispense loans
at lower interest rates than banks. For
remote villages and towns in Shan state
with no access to banks, Won Metta has
changed how community-led village
savings groups can impact savings and
enabling social safety nets.
Myanmar could benefit from the
deeper engagement of mobile network

The IPO was a turning point. Srisawad’s cost of funds has come down,
and it has raised a further $61 million
via bonds. In April it was among the
first four firms to get a license to offer
“nanofinance” loans under a government-mooted scheme aimed at curbing the menace of loan sharks.

Myanmar is
rising star

In Myanmar, the poorest country in
Southeast Asia, where 70% of the population live in rural areas and 19 million
adults earn their living through farming
(FinScope 2013), mobile phones are a
very new phenomenon [27]. However,
change is afoot, and in just the past four
months, the number of mobile phone
subscribers has increased dramatically.
Adding to the incumbent Myanmar
Posts and Telecommunications (MPT),
two international telco giants, Ooredoo
and Telenor, launched in August and
October of 2014. Ooredoo gained over
1 million subscribers in the first three
weeks of operations, while Telenor has
already reached more than 2 million
subscribers. The price of a SIM card
has dropped from over $1,000 to less
than $1.5, although you will often face a
large crowd in order to buy one. MPT,
with more than 6 million subscribers,
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Ooredoo and Telenor estimate 75%
of the phones being sold in Myanmar
are low-cost android phones (CGAP
interviews, January 2015). Every person
we met had aspirations to purchase
an android phone and is saving the
30,000 kyat ($30) needed for the family
mobile phone. Chinese-made Huawei
smartphones are the handset of choice
amongst fishermen. Villagers are already
calling basic handsets “elders’ phones.”
In Myanmar, there are a range of existing institutions that could be tapped.
The recent UNCDF “MAP” study pointed
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operators to bridge the financial inclusion gap. Draft regulations currently
under consideration to allow mobile
operators to offer mobile money could
drive the kind of rapid expansion of account coverage we have seen in Africa
and parts of South Asia. With Myanmar’s government goal to reach 80%
financial inclusion by 2020 as a part of
ASEAN, providing the MNOs with more
space to engage in financial service delivery, building smart phone capability
and driving rural network development
could be game changers.

Investment in telecoms has surged
in Myanmar in the past year as operators begin to tap a rapidly expanding
market, driving growth in the economy
[28]. Since the opening up of the mobile segment in 2014, there has been
a boom in phone ownership and subscriptions in Myanmar. Currently there
are more than 18 million SIM cards in
circulation — corresponding to about
one-third of the population — up from
just 1 million in 2012, according to data
compiled by Reuters. Norway’s Telenor
started services in September 2014, one
month after the launch of Ooredoo
of Qatar, with both granted licences
over a year ago. The newcomers have
quickly gained ground on existing
operator Myanmar Posts and Telecommunications (MPT), though the former
monopoly and its partner KDDI Corp of
Japan still lead in market share in what
is a rapidly expanding sector. MPT has
8.4 million subscribers, followed by
Telenor with 6.4 million and Ooredoo
with 3.3 million.
Ross Cormack, CEO of Ooredoo
Myanmar, said banking was another area expected to benefit from an
expanded telecoms sector. The change
is likely to come from increased penetration of banking services, which
currently remains limited with just 5
percent of the local population having
a bank account, Cormack said. “The
banking system will become a great
example of the technological leapfrog
we hear about so frequently when
discussing Myanmar,” he told. “Mobile
money is critical to ensuring that financial inclusion is a safe, convenient and
affordable option for the nation.”
According to a study by the McKinsey
Global Institute (MGI), the international
consultancy’s research arm, Myanmar’s
per capita income could rise from
the present level of $900 to $5,100
by 2030. In turn, this would likely drive
rapid growth in the country’s consumer
class, defined by MGI as those having incomes high enough to make them significant consumers of goods and services.
The number is estimated to rise from
2.5 million people to 19 million over the
same period, with consumer spending
almost trebling to $100 billion. This
steep upward curve in income will feed
into higher demand for advanced com-
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munications technology and services,
indicating strong earnings potential for
both suppliers and providers.

MySQUAR, Myanmar’s only social
media platform in the
local language, has
raised $2.6 million, at a
valuation of $27.8 million, through an
initial public offering on London’s AIM
[29] in July 2015. AIM is the London
Stock Exchange’s international market
for smaller growing companies. A wide
range of businesses including early
stage, venture capital backed as well
as more established companies join
AIM seeking access to growth capital.
MySQUAR said it would use the funds
to expand its product line, moving
into news, information, financial and
payment services in the future to augment its social networking and gaming
products. In August 2014, MySQUAR
had unveiled its free mobile messaging
app — MyChat — built solely for Myanmar. The successful listing comes off the
back of MySQUAR’s significant growth
within the Myanmar telecoms market. Its
MyChat app was recently ranked fifth in
Google Play’s top free applications store,
with over 680,000 accounts on the
instant messaging app. By the end of the
year, the company expected the figure
to have treble to 2 million users. By 2019,
MySQUAR expects to capture and keep
30 per cent of Myanmar’s connected
population continuing its rapid growth
trajectory.

Later Singapore-based Fastacash,
a global platform enabling payments
across social media platforms, has made
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a strategic investment in Myanmar-focused mobile payments firm MyPAY
[30]. MyPAY has a strategic partnership
with MySQUAR, a major Myanmarese
social network with approximately 1.5
million user accounts. In addition to the
financial investment, Fastacash will be
acting as a technology partner to MyPAY,
enabling payments through social media
platforms, as well as supporting MyPAY’s
go-to-market activities, including market
insights and global partnership management. Through the Fastacash platform,
anyone using MyPAY will be able to
transfer money and airtime with their social connections. They will also be able
to make payments at retail points.
Vince Tallent, chairman and CEO of
Fastacash said, “In MyPAY we have found
a strong local partner. Together we will
make social payments a reality — for the
very first time — in one of the last large
untapped markets. Building a presence
in Myanmar is aligned with our strategy
to be a global leader in social payments,
given Myanmar’s prominence as a large
domestic market and receive market for
global remittances.”
McKinsey estimates that Myanmar
will quadruple the size of its economy
from $45 billion in 2014 to $200 billion
by 2030, with growth strongly correlated to demographic trends as well as
mobile and social penetration.
Given high rates of mobile penetration, youthful demographics and a
population that is mostly unbanked,
with only 4.8 per cent of citizens having
an account, Fastacash is strongly posi-

tioned to deploy and scale their social
payments infrastructure as an alternative to cash payments.

Irish entrepreneur
John Nagle is the
founder of Red Dot
[31], a cash acceptance
network established in
Myanmar. He was formerly chief executive of Payzone, a payment network
based in Dublin. “Denis [O’Brien, founder of Digicel, and an investor in Red
Dot] was bidding for a mobile licence
at the time and if they won the licence,
we were going to help them roll out a
top-up network. But he didn’t win the
licence and the opportunity was too
big and I suggested to Denis that we
stay here and build a network and he
agreed.” Myanmar has a population of
51 million, many of which do not have
a bank account, so how do they trade?
“We offer a cash acceptance network,
which means providing services to
those who are trying to get to people
who are unbanked and make it more
efficient for them to pay their bill, or
top up their phone, or buy tickets.” “A
big part of what we do is to sell mobile
phone recharges electronically, instead
of scratch cards. That has huge cost
benefits to the mobile operators in
that they don’t have to print the cards.
We provide a service to provide the
terminal and the shop keeper benefits
because he doesn’t have to provide
the different stock of cards that are required.” It’s a model that takes an enormous amount of investment. “We’ve
invested upwards of US$25 million in
the last 12 months here. The plan is to
roll it out nationwide. At the moment
we are in the major cities and that will
continue for 2015. Then next year we
will look at second tier cities such as
Pyay and Taunggyi.”
The next series of services will be to
extend beyond recharging bill payments and then probably non-utility
payments, so concert tickets, bus tickets, airline tickets, paying for classified
ads. “Insurance companies want to
offer services, but people cannot afford
to spend half a day in traffic to come
to their office in downtown Yangon to
pay their monthly premium. Likewise,
the insurance companies cannot justify
sending someone out to collect a small
premium fee. So if we can come in the
middle and provide a service that allows
customers to go to their local store and
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pay their premium every month, that
person’s insured and is enfranchised
into these insurance services. So it
makes it a bit more equal, as people
who could not access these services
can now do it through a network.”

Already in May 2015 Red Dot has built
up a network of more than 3000 retailers in Mandalay, Nay Pyi Taw and Yangon [32]. Shop owners in every township
of Myanmar’s three largest cities have
set up Red Dot terminals — machines
that act as payment gateways allowing
customers to top up mobile phones
without scratch cards. Red Dot’s system
involves small terminals and “trading
balances”. The year-old firm buys credit
from Myanmar’s telcos — Ooredoo,
Telenor, MecTel and MPT — the same
as that which shop owners buy. The
company has already built relationships
with CB and AYA Banks in order to make
the transfer payment process easier for
retailers, and more relationships are
forming.
Singapore-based
startup Leo Tech is
one of those trying
to navigate Myanmar’s spurting, but still
opaque, business environment. Leo
Tech launched its umbrella brand for
financial tech, ConnectNPay [33], in
2014, along with the bid of several
companies like German group Rocket
Internet to jumpstart ecommerce in
Myanmar. ConnectNPay’s first product
was mobile wallet Mywallet Plus, a joint
venture with Myanmar’s leading ICT
group, MCC Group, which has billing
operations. Mywallet Plus was born
out of a need for a fast and secure bills
payment system that caters even to the
unbanked, says Leo Tech co-founder
Andres Varela. To support the expansion of Mywallet Plus, Varela says they
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also created a financial ecosystem by
allowing other players, including banks,
vendors, and other ewallets to connect
to them. ConnectNPay has signed up
Myanmar’s CB Bank, which is giving
the startup access to its mobile banking
customers. Another bank, AYA, also
inked a deal to integrate its services —
online, phone, and over-the-counter —
to the ConnectNPay network.
ConnectNPay aims to give access
to the widest possible range of vendors
and services by being an open network
players can connect to. Varela says this
is precisely the kind of fintech Myanmar
needs to catch up with other emerging
markets. Doing otherwise will result in
“walled gardens creating weak, incompatible, constantly competing pools
of vendors and customers,” he says.
“We believe that it’s by empowering
consumers and SMEs that we’re going
to see the most traction, and are happy
to be part of that.”
Most emerging post-socialist economies face the same particular dilemma: how to reform and develop the
banking sector [34]. These are very real
contemporary dilemmas for the policy
makers responsible for the financial
sector reform in Myanmar. Their indecisiveness has already resulted in the
process of banking sector development
being broadly seen as lagging behind.
Although the changes are clearly visible
for all those who regularly travel to
Myanmar as the range and the accessibility of banking services gradually
broaden, until very recently the sector
comprised of a handful of domestic
banks, small in scale and limited in
capacity. Only in 2014 the authorities
started awarding licenses to a limited
number of foreign banks on rather restrictive terms and only April 2015 some
opened their branches in Myanmar.
There are, however, lessons to be learnt
from other post-socialist economies;
how to get the banking sector development right. Poland is an example worth
studying. The Polish banking sector
is considered to be among the most
modern and robust in the world.

Vietnam
Vietnam, Bangladesh, India and
Philippines — this may sound surprising but these countries could become
the fastest growing economies in the
world, according to new PwC macroeconomic forecast “The world in 2050.
Will the shift in global economic power
continue?” [35].
It’s no surprise that Vietnam is being
talked about as an alternative, amid
rising costs and attrition rates in popular offshoring destinations like China
and India. The General Statistics Office
of Vietnam reports growth of almost
6 percent in GDP during 2014. Tech
giants like Samsung, Microsoft, LG and
Intel have invested in large operations
in Vietnam, and a growing number
of technology startups have secured
investment. The entrepreneurial spirit
on the streets of Ho Chi Minh City is
palpable [36].
Chris Zobrist Innovation Partnership
Program initiated by Deloitte shares [37]
his thoughts why it is worth investing in
Vietnam’s companies (highly qualified
engineers and programmers), what is
the difference between the residents
of Saigon and Hanoi (Saigonese are
open to everything new and Hanoians
are much more conservative), how
important are personal relationships
in Vientman (are the keys to success!)
and what is the biggest challenge faced
here by Western entrepreneurs (how to
maintain the high standard of products
and service).
There are about 14 accelerators and
incubators [38] in Vietnam. While the
Vietnamese tech startup scene is still
relatively nascent and quiet, there has
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been some buzz created by the recent
rush of investments [39]. The biggest
player would be IDG Ventures (Vietnam)
which has invested in some 41 companies, including Vinapay, and DreamViet. Another venture capital (VC) firm
which has studied the ecosystem well is
CyberAgent Ventures (Vietnam) which
has a total of 12 portfolio companies,
and are on the way to closing two

more. The latter has invested in several
big names as well, like VNG, Tiki.vn and
CleverAds. Experts counted [40] 5 reasons to invest in Vietnam tech-startups:
the most developed startup infrastructure in Southeast Asia after Singapore,
rising economy and lifting of economic
barriers, increased Internet penetration
and a number of government programs
to support tech-startups and SMEs, account for over 90% of the Vietnamese
economy.
In May 2015 VNG announced [41]
that it just hit 30 million registered
users worldwide on its chat app Zalo.
Zalo now sees 400 million messages

Money of the Future 2015 | Life.SREDA VC | lifesreda.com

per day. That’s up 10 million more users
from November 2014 and nearly 20
million up. Indeed, these numbers are
mind-boggling for Vietnam. Especially, if
from a regional perspective, most folks
only talk about WeChat, Line, KakaoTalk,
and the global players like Whatsapp
and Viber. Consider that Zalo is the only
Southeast Asian-founded chat app
that has conquered its home market
to this extent. Vietnam’s smartphone
userbase is nearing 40 million and will
likely hit 50 million by the end of 2016.
Thus, smartphones currently account
for roughly 50 percent of Vietnam’s
population. And Zalo has 75 percent of
the installs on top of that smartphone
userbase. At a 50 million smartphone
population, it’s likely Zalo will approach
40 million users by the end of 2016.
An approximate monthly active user
number for Zalo is 60 percent. That
puts MAUs at nearly 18 million. But the
question on everyone’s mind in Vietnam
about Zalo is how will it monetize.

Vietnam-based Coc Coc has become the second most popular search
engine in Vietnam, after Chrome [42].
Three months after it received the $14
million funding from Hubert Burda Media in February 2015, the ad sales have
jumped two times, while the subscription for Coc Coc search has increased
by 32 per cent. This was revealed by the
company’s co-founder Le Van Thanh
at the FPT Techday in Hanoi last week.
Coc Coc was founded in 2007, inspired
by Russia’s Yandex, but its products
were commercialised during the last
three years, since 2013.

Vietnam looks very perspective for
financial inclusion and fintech-services — but still is very far from destination.

Philippines
developing
very fast
The Philippines’ economy is shedding its reputation as a laggard and
outpacing others in the region—with
the fastest growth rate among major
economies in East Asia after China [43].
The country notched growth last year
of just over 6%, and the central bank
targets growth of 7% to 8% in 2015.
That compares with 0.9% in Thailand
and 5% in Indonesia in 2014. The Philippines has other advantages. It has a
growing working-age population that
speaks English, with more than 60%
of the population between the age of
15 and 64. There’s a large overseas
workforce that sends huge amounts of
money home each month. And unlike
many credit-addicted economies in
the region, household debt levels are
among the lowest in Asia.

credit scoring system for the unbanked.
The goal is to analyze data from mobile
top ups, remittance transactions, bills
payment, social media, and loyalty programs. Ayannah is currently venturing
into big data called Project COMPASS,
designed to combine offline and online
analytics to build an omni-channel
predictive and prescriptive analytics
network to increase traffic and conversion for retailers.
“Since we have access to an increasing number of payment transactions,
we are using machine learning to build
a lead generation, credit scoring system
for the unbanked. We are also using
machine learning to help our retailer
partners increase traffic and conversions,” Perez explained. And despite of
its ever-growing network, Perez said
Ayannah’s capital expenditure remains
low as they use small outlets as distribution points. “We deliberately want to
use mobile devices and avoid having
any brick & mortar to stay light and
agile,” Perez said.

top-ups for pay-out at other Smart
Money payout agents.
In the near future, Sendah Direct
will also enable Smart Money Encashment (SME) which will allow Sendah
Direct agents to pay out Smart Money
to beneficiaries. More financial services
will also be enabled on Sendah Direct,
including microinsurance, bills payment, plane ticketing and even Bitcoin
purchase and sales.
Ayannah also launched Sendah
Remit, a bank-grade SaaS that will allow
domestic cash remittance or ‘Cash
Pick Up Anywhere’ as well as remittance into any domestic bank account.
With Sendah Direct and Sendah Remit,
Ayannah aims to help solve the ‘last
mile’ problem of cash remittances and
make remittances more accessible and
affordable to the large portion of the
population that relies heavily on cash
remittances.
Its first Big Data initiative is called
Project PIGLET. Ayannah is utilising “re-

Remittances, which make up about
10% of GDP, are crucial. Low wages
at home have pushed many Filipinos
to look abroad for work. Remittances
have been growing at about 7% annually since 2009, writes ING. Slowing
remittances are the central bank’s
“biggest concern,” Ms. Nguyen wrote
in a research note. About 15% of the
Philippines’ remittances originated
from the eurozone in 2014, according
to Barclays.
Serving as a digital commerce and
payment services company to the
Philippines’ unbanked population since
2008, Ayannah [44] has contracted over 8,000 agents in 2015 and is
looking forward to cater to small and
medium enterprises (SMEs) and retail
clients in 2016. “We hope to onboard
15,000 agents by [end of year] 2016
with around 6,000 individuals and
9,000 corporate,” Ayannah founder and
CEO Mikko Perez told in an interview.
Using declassified technology developed by the United States Services
Intelligence to fight terrorism, Ayannah
said it is launching the first risked-based
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Ayannah’s Sendah [45] is a B2C platform that allows overseas Filipinos to
send mobile top-ups, electronic vouchers as well as physical goods. Sendah
Direct is a Software-as-a Service (SaaS)
platform that partners with brick-andmortar retailers to offer services like
mobile top-ups, online game credits
and, more recently, domestic remittance.
It partnered up with PLDT/Smart,
the Philippines’ largest mobile network
operator, and launched Smart Money
Acceptance (SMA) allowing Sendah
Direct agents to accept Smart Money
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cently declassified Big Data analytics and
machine learning technologies used by
the CIA and NSA” to profile the large unbanked population in the Philippines and
develop the very first risk-based credit
scoring system in the Philippines.

It also plans to launch its services
in Singapore, South Asia, Southeast
Asia and the US. “You will be surprised
as to the size of the underbanked
and unbanked segment in the United
States,” says Perez. “Emerging markets
are the last frontier of global brands,”
says Perez. “As global brands reach
market saturation in OECD countries,
they will have to rely increasingly on
emerging markets to sustain their
growth and maintain the value of their
stock.” “Launching digital financial
services is not for the faint of heart. We
have to deal with a myriad of challenges — poor Internet connectivity, slow
adoption of smartphones, antiquated
regulatory frameworks to name a few,”
says Perez.
Another startup — Lenddo — helps
businesses and finance companies
to simply and securely evaluate both
the character and identity of customers using alternative data in order to
extend credit and deliver life-improving services. In January 2015, Lenddo
announced the global launch of its
services. Lenddo was also honored
as a 2014 Technology Pioneer by the
World Economic Forum [46]. Lenddo
announced its new technology suite for
mobile apps. The credit risk management SDK for Android coupled with
patented scoring technology helps
banks, alternative lenders, Telcos, P2P
lenders and online marketplaces to
reduce fraud and default, increase
market share and profits, and to cut
costs. “Lenddo’s solution uses thousands of data points from multiple
sources, combined with our sophisticated algorithms to return accurate
results. The process is revolutionary, it

returns results instantly, wherever the
user might be,” said Co-Founder and
CEO, Jeff Stewart. Lenddo is already
solving the challenges of identity and
risk management associated with thin
file customers in over 10 countries and
the new mobile solution allows businesses to quickly and efficiently serve
an even larger customer base with the
ever growing smartphone penetration
around the world.
In July 2015 Philippinestartup LoanSolutions has raised an undisclosed
amount of seed funding from a group
of international and local investors, led
by Singaporean VC KK Fund [47]. Other
investors who participated in the round
included investment firm Kickstart
Ventures and John Dang, co-founder
and CEO of online property portal Zipmatch. Founded by JP Bisson in 2014,
LoanSolutions is a website that matches
borrowers, mainly individuals and SMEs,
with financial institutions. Borrowers
come to LoanSolutions’ site and click
on the type of loan they are looking
for — whether it’s a personal, business,
auto, or home loan. It puts borrowers
first by using algorithms and hands-on
concierge services in the form of loan
advisors to ensure that borrowers can
secure a competitive loan. “Bisson says
they’ve so far serviced over 2,000 borrowers, with average loan value of PHP
100,000 (US$2,220), and the numbers
continue to grow. Since its launch, the
startup has booked over US$100,000 in
revenue.”
Koichi Saito, founder and general
managing partner of KK Fund, says
the expertise of the team was the key
reason for their decision to invest in

the startup. “I highly [value] the digital
marketing skills of JP Bisson who has
led 50 employees at his digital marketing agency for more than three years,”
he explains, referring to Bisson’s other
firm, Clicklabs. LoanSolutions joins its
partner Lenddo in Kickstart Ventures’
investment portfolio.
LoanSolutions is among financial
tech companies that are disrupting
traditional services in the Philippines,
and helping drive financial inclusion
in the economy. “Financial inclusion is
a key development goal for emerging
markets, and as incomes rise, access
to financial services should likewise
improve, but it hasn’t,” says Kickstart
Ventures president Minette Navarrete.
The startup could be a good alternative
for consumers because of its low-barrier requirement of a minimum loan
amount of PHP 5,000 (US$110).
PawnHero.ph is the
first online pawnshop
in Southeast Asia [48].
PawnHero.ph opened in
the Philippines in March
2015. Even if they’re up running for a few
months now, the company is already
giving the traditional, bricks-and-mortar pawnshops a run for their money.
Only two out of 10 citizens own a bank
account and less than 5 percent have
a credit card. When they need money
for short-term needs, their options are
limited and often involve high interest
rates, like the traditional pawnshops. A
pawnbroker registered with the Bangko
Sentral ng Pilipinas, PawnHero aims to
equalize the situation by providing an
easy way for Filipinos to pawn their items
— online — as a solution to short-term
needs. An estimated 44 million Filipinos
who regularly use the internet is the
market place of PawnHero which provides access to credit and help netizens
overcome financial emergencies.
“We provide an easy, fair, and
convenient way of overcoming shortterm cash needs. This is a completely
new way of doing business in the
industry,” says PawnHero chairman
and co-founder David Margendorff.
PawnHero has partnered with logistics
company 2GO and Security Bank to
provide this innovative service to Filipinos across the Philippines.
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Traditional pawnshops may charge
anywhere from 4 percent to 6 percent
a month, apart from additional fees.
PawnHero charges a flat interest rate
of 2.99 a month, the lowest in the
pawnshop business in the Philippines.
At PawnHero all you need worry about
is the monthly interest. For example,
if you’re offered P10,000 for your
item and your loan is for four months,
the company will transfer P8,800 to
your account, withholding the P300 a
month interest upfront. To redeem your
item at the end of the fourth month
simply pay P10,000.

“Soon we are launching online bills
payment, mobile phone load, and
remittances platform. The latter will
disrupt the remittances business which
charge on average 7 percent to 10
percent, since we are charging a flat
fee of P49 only, no matter how much
money one is sending.” For Filipinos
who need cash but don’t have access
to more complicated resources like
personal loans from banks, PawnHero
steps in to fill the void. With a simple,
hassle-free transaction process, even
for people who have a bank account.
“We empower financial inclusion,” says
Margendorff.

[50], we’re going to allow borrowers to
use their pawned items as collateral and
in return receive their loan,” he added.
Both companies have expressed that
they will soon be expanding to the rest
of Southeast Asia.
Philippine’s Coins.ph launches
human ATM network Teller [51]. It works
by matching customers who want to access financial services with nearby tellers
who can facilitate cash deposits through
the app. Silicon Valley entrepreneurs
Ron Hose and Runar Petursson founded
Coins.ph in early 2014 with a mission to
accelerate financial inclusion in South-

PawnHero accepts more items
than traditional pawnshops, giving you
more options to meet your short-term
cash needs. “We accept personal items
such as gadgets, electronics, as well
as mobile phones and others. And
now you can pawn these discreetly,
without leaving the comfort of your
home,” Margendorff says. For a list of
items PawnHero accepts, check out
their “Items We Accept” section. Their
centralized appraisal center will provide
appraisals that are “accurate, objective
and among the highest in the Philippines.”

Philippine fintech startup PawnHero
has won the Echelon Asia Summit 2015
Judges’ Choice Award [49] in Singapore, beating nine other finalists out
of the original 500 applications from
around Asia.

No time to go to the pawnshop?
Your pawned item will be picked up
by 2GO at your home for free. “The
time-consuming part of traveling to
a pawnshop is the past — simply go
online,” Margendorff says. Once you’ve
paid your bill, the item will be shipped
back to you, fully insured and still for
free. If you live in Metro Manila, inquire
about a loan in the morning and accept
the PawnHero offer before noon.
They’ll even pick up the item on the
same day.
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In the Philippines, applying for a
loan is tedious work; most of the time,
Filipinos need to take multiple trips to
different banks just to check what type
of loans each bank offers. Not only that,
certain banks only lend to a specific
spectrum of people and often reject
loan applications with low credit scores.
While LoanSolutions answers the
typical Philippine lending problem by
matching borrowers to appropriate
lenders and banks, CEO and Co-founder Jean-Patrick Bisson wants to take a
step further. “Every borrower who visits
our site, should be matched to several
lenders and receive a loan at the best
rate. We give them choices!” Bisson explained. “By partnering with PawnHero
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east Asia through mobile and blockchain
technology. Its new service, Teller, works
by matching customers who want to
access financial services with nearby
tellers who can facilitate cash deposits
through the app. Upon meeting, the
teller collects the cash and transmits the
equivalent amount to the customer’s
wallet while earning a small fee in the
process. Using the Coins.ph wallet, customers can then pay bills, top up their
phones, remit money and access other
services provided by third-party covered
financial institutions.
“It costs too much to put up branches everywhere, resulting in over two billion adults who are still unbanked,” said
CEO Hose. “Teller elegantly solves this
problem by building a human branch
network that allows financial institutions to reach a demographic they are
not currently able to reach with their
existing branch infrastructure,” he added. To ensure customer safety, Coins.
ph is rolling out Teller with existing

money exchange shops and small retail
establishments who are already familiar
with handling such transactions. Teller
partners go through a rigorous screening process; a two-way rating system
lets both customer and teller rate each
other for each exchange.
These tellers will then extend Coins.
ph’s existing cash-in/cash-out network
spanning over 10,000 retail locations, including 24 major banks, retail
stores, door-to-door delivery, mobile
money, and 450 ATMs for cardless
cash withdrawal across the Philippines. Aside from Teller, Coins.ph has
recently announced partnerships with
Maicoin, BitFX and Zinger to expand
services to overseas workers in Taiwan,
Hong Kong and Canada respectively.
It has currently established a foothold
in three of the fastest growing economies in Southeast Asia — Philippines,
Thailand and Indonesia. Before this
Coins.ph has announced [52] that it
is teaming up with convenience store
chain 7-Eleven to offer instant deposits
across all 1,600 of its stores in the Philippines. “At Coins.ph, we’re building a
connecting layer across banks, payment services, and last m
 ile providers
like convenience stores and pawnshops to widen people’s access to
financial services,” said Ron Hose, CEO
of Coins.ph, in an official statement.
“From walking into a bank branch and
lining up to submit documents, all you
need now is to download the app and
deposit at a nearby 7-Eleven store.”

Role of retailers
and telcos

Large retailers are launching their
own consumer banks, payment
services and credit cards based on
customer data, brand loyalty and
capital reserves in mature markets. At
the same time, telecom operators are
targeting the “underbanked” segments
in developing countries through mobile
banking. This makes perfect sense since
one of the missions inside the fintech
revolution is financial inclusion [53].
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acquired the traditional brick-andmortar customers, Telenor utilized the
banking license and created a web- and
mobile-based bank that has 50,000
account openings within the first six
months of operation. Telenor states in
an interview that they are in it to learn,
and it is obvious that the eagerness to
learn is out of commercial, not academic interest.

One of the most notable successes
is the mobile-based money transfer
and micro financing service, M-Pesa
by Vodaphone and Safaricom. With 18
million customers and more than 80
000 agent outlets, M-Pesa has altered
the landscape of financial services in
Kenya, and is expanding rapidly in Tanzania. Since the funds are held by a trust
deposited in several commercial banks,
M-Pesa receives a lighter regulatory
treatment than full banks, which allows
a more agile business model than
incumbents.
Telenor Group is another telecom
operator that is getting heavily involved
in financial services in developing
economies. As one of the largest telecom operators in Pakistan, Telenor has
also grown its money transfer service,
Easypaisa to 13 million customers and
reports that financial services account
for 9 percent of Telenor’s total revenue
in Pakistan. Telenor also shows that
telecom convergence in financial services should not be limited to mobile
payments by offering mobile-based
life insurance through a partnership
with MicroEnsure across Asia. Chinese
mobile operator Zong is also targeting
the growing Pakistani insurance market
by delivering accidental insurance in
collaboration with Adamjee Life Assurance Company.
The common denominator for all
these initiatives is that they are done
in collaboration with financial institutions, but convergence is a gradual
process and Telenor has taken the next
step by establishing a full-scale bank in
Serbia through the acquisition of KBC
Banka in 2013 together with Société
Générale. While Société Générale
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Walmart is another
retailer with ambitions
in financial services
and acknowledges that
developing economies
aren’t the only ones with a large portion
of the population being underbanked.
It aims to offer low-cost checking
accounts and online banking to 24.8
million underbanked Americans.
As the landscape for financial services changes, retail banking services
are at risk of becoming commodities,
and these services can just as well be offered by your local retailer or telecom
operator.
In order to stay relevant in the future
of financial services it is futile to look at
traditional industry definitions. Conventional value chains will become obsolete, and new ecosystem will arise. The
future belongs to those with the ability
to think outside existing boundaries to
stay ahead of the curve.
PayNearMe is a financial services startup
that has managed to fly
under the radar of the
tech-savvy. That’s largely because the six-year-old company
is focused on the roughly 25 percent
of people in the U.S. who don’t have
bank accounts [54] to pay for things like
rent and utilities and online purchases.
In fact, its customers largely interface
with PayNearMe’s brand when they’re
at a 7-Eleven or Family Dollar or Ace
Cash Express store, all of which have
partnered with PayNearMe to transform
customers’ cash into payments.
For one thing, Family Dollar stores,
which first partnered with PayNearMe in early 2014, recently stopped
accepting rent payments in its roughly
8,000 stores across the U.S. A landlord

source says the decision was made
out of safety concerns over customers
who were walking in with large piles of
cash. Given that PayNearMe sees a cut
from every transaction and that rental
payments is how it produces much of
its revenue, the decision has to sting.
PayNearMe also failed to secure a
major new round of funding, says an
outsider who is close to the company
and who says that earlier this year, employees were told that PayNearMe was
looking to raise between $50 million
and $80 million in new funding before
later settling for a$14 million round
from earlier investors. PayNearMe has
so far raised $71 million altogether,
including from True Ventures, Khosla
Ventures, and August Capital.
7-Eleven and PayNearMe have
joined forces to introduce an app [55]
that empowers people to use cash to
pay their bills at participating 7-Eleven
convenience stores. The app, which
consumers can download for free
via Google Play or iTunes, gives them
barcodes to use at local 7-Eleven stores
to pay their bills with cash, so they
won’t have to access a bank account to
pay. Since the Federal Deposit Insurance Commission (FDIC) reports that
28% of U.S. households have limited or
no access to bank accounts, this app
can help many unbanked and under-banked Americans who lack such
access to pay their bills conveniently.
Retailers may benefit from the app if it
attracts new customers to their stores
who like the convenience of paying
their bills at any time of day or night—by
cash—without having to visit a bank.

Digital financial
services can help
bring millions of
women into the
workforce
G-20 leaders agreed last year to
bring over 100 million women into the
labor force by 2025 [56]. Digital financial services are instrumental in achieving this goal because they increase
women’s financial autonomy, support
women’s participation in the labor force
and improve the performance of their
businesses.
A new report, “Digital Financial Solutions to Advance Women’s Economic
Participation,” [57] outlines the role of
digital financial services in improving
women’s economic participation, the
challenges of increasing women’s
access to digital financial services and
the opportunities that governments and
other sectors have to foster an inclusive global economy in which digital
financial services are widely available to
everyone, especially women.
First and foremost, digital financial
services allow women to avoid traveling
to faraway bank branches and instead
bank from the convenience of their
homes or workplaces. For example,
women in rural Malawi and Nigeria
have started using mobile phones to
make deposits and withdrawals through
a network of agents. They find it convenient, pocket-friendly and time-saving.
For female farmers in Niger, mobile
money transfers have improved their financial autonomy and decision-making

capacity because the m-transfers are
less noticeable to other family members. The increased privacy and control
help them invest in their businesses,
earn higher returns and improve their
labor-force participation.
There is also a role in this for the
private and financial sectors. Businesses
can digitize their wage payments to
female workers and suppliers, allow
female customers to make digital
payments, and improve customer
support to make it easier for women
to use digital financial services. The
financial sector can develop alternative
credit-scoring models to address the
reality that many women lack a history
of formal financial transactions, and can
design products and services to meet
women’s needs and preferences.

Internet access is
very important
for financial
inclusion

In August 2014, Facebook announced that for the first time [58], a
billion people had used the service in
one day. It was a landmark moment.
But in a way, it was also a sign that the
company was reaching the end of the
phase of its history that was mostly
about signing up people in developed
economies and getting them to spend
time on the service. If Facebook is
going to continue growing, it needs to
cater to the next billion consumers—the
ones in emerging nations where you
can’t assume that people have PCs,
high-end smartphones, or speedy
Internet connections.
The company is also reacting to the
fact that people in different countries
use Facebook in different ways. In
Indonesia, it discovered, people liked to
use the service to buy and sell secondhand kids’ clothing and auto parts. So
it began to build functionality designed
with that in mind.
A new technology called Network
Connection Class lets Facebook build
a News Feed designed to identify and
accommodate the speed of the network it finds. On a slow connection, for
instance, it might load a low-resolution
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version of a photo while the higher-res
one is loading, rather than displaying a
gray box. And if users are disconnected from the Internet, they can still see
content that the app downloaded and
stored earlier.
In developed nations with robust
Internet access, marketers love video
ads. In emerging markets, however, the
resources needed to produce compelling video may be hard to come
by—and wireless networks may be too
sluggish to stream such ads even if they
exist. So Facebook is introducing a new
ad format. Called “Slideshow,” it allows
for rotating sequences of between
three and seven still images, designed
to provide the ability to tell a story with
some visual pizzazz without clogging
networks. Facebook has created a tool
to help advertisers assemble them out
of stock images, further reducing the
bar to entry.
Facebook’s efforts in emerging
economies—from its Free Basics app
to the drones it’s developing to shoot
Internet connectivity down by laser—
are not without their controversies.

In July 2015 Facebook has built the
first full-scale version of its connectivity
drone, a V-shaped high-altitude device
meant to connect people in underserved areas. Its eventual fleet of drones
will be part of the company’s plan to
bring Internet service to billions of
people around the world [59]. Known
as Aquila, which was an eagle that
carried Zeus’s thunderbolts in Greek
mythology, the new drone is ready for
its first real-world tests, Facebook said.
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“If you think of your little quadcopters,
this is not what we’re building,” said
Facebook vice president of engineering
Jay Parikh. “Aquila [has a] wingspan
that’s equivalent to a Boeing 737.”
For a year, Facebook has been
promoting its connectivity project,
Internet.org, and its app of the same
name. The company has been teaming
with mobile carriers in underserved
countries around the world to bring
free Internet service to millions of people. The drone project, which will beam
connectivity directly to people on the
ground, is a future step in this initiative.
It’s aimed at the bulk of what it believes
is 10% of the world’s population that
has no current access at all to Internet
because of geographical, physical, or
even political reasons.
The solar-powered Aquila, which
weighs about 880 pounds, is expected
to soar at altitudes of between 60,000
to 90,000 feet for up to 90 days, said
Parikh. Multiple Aquilas would connect
to each other using a laser system
called free-space optics. That allows for
coverage across broad areas, with each

drone able to cover a radius of about 50
miles. An Aquila is built using a carbon-fiber shell wrapped around a foam
core. The communications payload will
live in the drone’s belly. Parikh noted
that Facebook doesn’t plan on operating the drones itself. Rather, it is likely to
work with telecommunications companies, or even national governments, to
implement them.
According to Yael Maguire, who
oversees Facebook’s Connectivity Lab,
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the current state of the art for laser
connectivity is between 1 and 2 gigabits
per second. But thanks to insights from
the company’s data centers, Facebook
said it has reached a milestone of
laser-based connectivity of at least 10
gigabits per second.
Facebook, of course, is not alone in
its plans to beam Internet service from
the sky. Google has trumpeted Project
Loon, its effort to bring connectivity to
people via high-altitude balloons.
In December 2015, Mark Zuckerberg
published a lengthy opinion article
in The Times [60] of India defending
his attempt to connect millions of
people to the Internet via a suite of
Facebook-approved apps. It’s called
Free Basics, and the service lets people
with feature phones and other devices
access online services without paying
data charges. The program has faced
vocal criticism in India and elsewhere
from net neutrality activists who fear
that Facebook is creating a walled garden that will limit and control who gets
to see what on the Internet.
Indian regulators recently asked one
of the country’s largest telecom providers, Reliance Communications, to cut
off access to Free Basics until it has been
evaluated by the Telecom Regulatory
Authority and deemed legal (or not). And
a rebuttal editorial also published in The
Times of India questions why Facebook
opted for a suite of apps instead of
access to the open web. Facebook says
it built Free Basics as a closed service
because it’s able to control the amount
of data that gets transmitted—that keeps
the costs down, which is good for Facebook since it has to get local telecom
companies to provide access (the theory
being that Free Basics and its marketing
leads to full-Internet contracts for those
carriers).
And Zuckerberg argues that the
value of Free Basics goes far beyond
simply sending Facebook messages.
Zuckerberg compares Internet access
to health care, education, and libraries,
and repeats a claim Facebook has made
before—based on Facebook-commissioned Deloitte research—that “for
10 people connected to the internet,
roughly one is lifted out of poverty.”

In the article, he says that, “Research
shows that the biggest barriers to
connecting people are affordability and
awareness of the internet. Many people
can’t afford to start using the internet. But even if they could, they don’t
necessarily know how it can change
their lives.” He adds the claim that “half
the people who use Free Basics to go
online for the first time pay to access
the full internet within 30 days.”
Free Basics includes job-hunting
apps like blue-collar work service
Babajob (listed as “Babajobs” on the
Free Basics website), as well as apps
that provide health and local services
information. Facebook’s guidelines
for being accepted into Free Basics
seem fairly clear—if not particularly
detailed beyond technical specs— and
open. Apps don’t even have to comply
with Facebook’s regular Community
Standards. (After facing criticism about
its closed, curated app environment,
Facebook changed the name from
Internet.org to Free Basics—indicating
the more limited access—and switched
to a more open developers platform to
allow more entities to participate).

a bank, and instead have to rely on storing cash under the proverbial mattress.
World Bank’s research shows that 2
billion people — or 38% of adults in the
world — don’t have access to basic financial services [61]. Their ranks include
more than half of adults in the poorest 40% of households in developing
countries. The IFC estimates that more
than 200 million formal and informal
micro, small and medium enterprises
(MSMEs) in developing economies are
either unserved or underserved in terms
of their financing needs.
There is progress toward financial
inclusion. Between 2011 and 2014, 700
million people became account holders
at banks, other financial institutions
or mobile money services providers,
decreasing the number of financially
excluded individuals by 20%, from 2.5
billion to 2 billion adults [62].

What next?
Putting money in a savings account,
paying bills online or applying for a loan
has become an everyday part of life for
many adults in the world. It’s hard to
imagine not being able to save money in
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At the 2015 World Bank Group-IMF
Spring Meetings, the Bank Group and a
coalition of partners — including multilateral agencies, banks, credit unions,
card networks, microfinance institutions
and telecommunications companies —
issued numeric commitments to help
promote financial inclusion and achieve
universal financial access by 2020.
India and China have the largest
share of unbanked people. Together
they account for some 32% of them.
The rest of the top-priority countries include: Brazil, Colombia, Cote d’Ivoire,
DRC, Egypt, Ethiopia, Kenya, Mexico, Morocco, Mozambique, Nigeria,
Pakistan, Peru, Rwanda, South Africa,
Tanzania, Turkey, Zambia and five
Asian countries (Bangladesh, Indonesia, Myanmar, Philippines, Vietnam). The
Bank Group’s role has been to encourage investment and innovation led by
the private sector, and to help countries
put in place evidence-based regulatory
reforms and to drive expanded access
to financial services.

In his essay, Zuckerberg goes on to
shame his critics. “Instead of wanting
to give people access to some basic
internet services for free, critics of
the program continue to spread false
claims—even if that means leaving
behind a billion people,” Zuckerberg
writes. (India’s population is over 1.2
billion, but it is estimated that only
about 243 million of them access the
Internet—by comparison’s sake, almost
87% of Americans are connected).
In his essay, Zuckerberg writes that
“We have collections of free basic
books. They’re called libraries. They
don’t contain every book, but they still
provide a world of good.” If Free Basics
is a library of apps, what happens when
Facebook gets to decide which “books”
are offered and which ones aren’t?

diverse diet and are better able to plan
for their food expenses. When banks in
Mexico expanded access by opening
terminals in retail stores, the average
income in those population centers
rose by 7 percent, while employment
grew by 1.4 percent. Planning for a
rainy day is also more manageable
when people have access to finance.
For example, Kenyan households that
use the M-Pesa mobile-money service
can weather shocks better than those
not using that technology. Non M-Pesa
users’ household consumption fell by
7-10% during hardship, while M-PESA
users’ consumption didn’t.

In some cases, the lack of access is
because banking outlets are too few,
too far or unwilling to serve the poor,
but more often it’s because many with
meager incomes think they’re too poor
to be able to benefit from financial
services. Extending access to finance
is the first building block for people to
build a better life. Not only does it help
families plan for long-term goals and
emergencies, it also facilitates day-today living and yields positive results in
many different ways.
For example, households in Niger
with a basic saving account or mobile
money have been shown to eat a more
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There are big opportunities to
expand financial inclusion — particularly among women and the poor.
The gender gap is not significantly
narrowing [63]. 58 percent of women have an account, compared to 65
percent of men. While the percentage
of adults in the poorest 40 percent
of households within each country
without an account decreased by 17
percentage points in developing countries compared to 2011, more than half
of adults in the poorest 40 percent of
households in developing countries are
still without accounts in 2014.

By paying private-sector wages
and government wages and transfers
digitally (as opposed to in cash) governments and the private sector can play a
pivotal role in rapidly opening accounts
and increasing financial inclusion.
Shifting domestic remittances payments from cash and over-the-counter
transactions into accounts presents
another enormous opportunity for
increasing account ownership and
financial inclusion. Electronic payments
to an account for the sale of agricultural
products can increase the security of
payments and provide a first entry point
into the formal financial system.
Bill and Melinda Gates wrote [64],
that Bangladesh’s and Kenya’s mobile
banking revolution is what we want
for all countries. Mobile banking can
revolutionize the lives of the poor. In
the short term, mobile banking could
address a number of critical issues,
including corruption. “When you’re
dealing in cash in economies with a
lot of corruption, half of your wages
are gone before you see that money,”
says Julie Ask, an analyst with Forrester
Research who has written extensively
on mobile money. “With the government using mobile to pay your wages,
you can avoid a lot of that.” Afghanistan
has paid policemen with a local variant
of M-PESA, and Tanzania accepts taxes
over mobile.
As Gates told The Verge, “It starts to
be economic to bank the very poorest.
Not with branches or ATMs, but simply
with the cellphone.” He further elaborated the point in his letter, noting that
“because there is strong demand for
banking among the poor, and because
the poor can in fact be a profitable customer base, entrepreneurs in developing countries are doing exciting work.”
That’s increasingly true no matter what
part of the world you live in — anywhere traditional banks can’t or won’t
serve a large portion of the populace,
the technology in our pockets is helping fill the gap.
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Stepping stone
to Financial Inclusion
In recent years with the realisation that 50% (According
to the World Bank report Global Findex from 2011) of
the world population is unbanked, financial inclusion
has risen to the forefront of public debate. The current
banking system has shown its limitations in extending
services to this population, failing to provide appropriate
financial products to both the bottom of the pyramid and
the emerging middle class across the world. At the same
time Internet, Social Media and Smartphone penetration
has been growing exponentially, allowing disruptive new
players to enter the market and offer potential solutions
to address this problem.

Many barriers prevent banks from
providing effective financial inclusion —
a core for inclusive and sustainable
economic progress in many countries.
What would then be the most effective
strategy to improve access to financial
services? According to the World Bank,
the three main areas of focus should
be financial education, a better legal
framework with credit information, and
investment in new lending technologies.
The journey of Lenddo started in
2010 when Jeff Stewart and Richard
Eldridge discovered the challenges
many of the middle class were having
in accessing credit from traditional
financial institutions who typically had
to rely on predatory lenders to meet
their credit requirements. After a year
of research to better understand the
challenges of both the consumer and
the financial institutions three major
trends became evident to them: 1. The
middle class was large and predicted to
grow even faster 2. Financial Institutions
faced barriers in extending credit as
the majority of the market either had
no credit score or were ‘thin file’ with
low credit scores and 3. The majority
of the consumers have vast amounts
of digital data that could be used, with
permission, to assess creditworthiness.
Lenddo was then launched the following year with the vision of enabling
improved financial inclusion for at
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least a billion people around the world.
They started to build a proprietary
platform to consume the vast amounts
of non-traditional data and hired
some of the worlds top PhD’s to build
algorithms to predict creditworthiness.
Part of this was the establishment
of an online lending company that
extended credit to the underbanked
and unbanked in the Philippines, which
in addition to directly improving lives
was used to collect the data and test
hypothesis. A year later, Lenddo’s data
scientists had produced impressive results but while the results were beyond
expectations, it still required testing
in a different environment. Colombia
would then be the second country to
benefit from Lenddo’s credit scoring
and social verification solution. Unlike
the Philippines, Colombia has a credit
bureau, which allowed Lenddo to test
its model in combination with traditional credit scores. The results were impressive validating our hypothesis that
our data scientists are able to create
features based on non-traditional data
and add to a standard credit score, and
significantly improve the assessment of
creditworthiness.
In 2013, Lenddo kept growing
throughout Latin America with the
opening of its Mexican lending operation, where the model built in the Philippines was applied without any calibra-
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tion or country customization. By 2014,
the 10,000th loan using the LenddoScore
was issued and the accuracy of default
prediction improved even further.
After four years of successful online
lending experience and proven predictable creditworthiness algorithms,
the demand for non-traditional data
based credit decisioning was also
increasing across many regions. To
address this opportunity and fast track
its journey towards providing better
financial access to 1bn people around
the world, Lenddo divested its lending
operations and started to offer its platform and services to other companies.
Banks, telecommunication companies,
eCommerce platforms and credit card
issuers now use Lenddo to process tens
of thousands of applicants a month,
achieving greater financial inclusion in
15 countries and counting.
Since it started, Lenddo has been
honoured by several awards for its significant impact on business and society
including the World Economic Forum’s
Technology Pioneers programme and
the Mondato Award in Emerging Asia
that recognizes excellence and innovation in Mobile Finance and Commerce.
By using non-traditional data to
make thousands of creditworthy
consumers discoverable to lenders for
the first time, Lenddo is revolutionizing
the way financial institutions reach,
assess, and ultimately extend credit
to consumers with little to no formal
credit histories in developing markets.
The use of Lenddo’s disruptive technology creates immediate benefits for
financial service providers and unlocks
financial inclusion for the emerging
middle class worldwide.
It allows financial institutions to start
serving new underserved markets by
allowing them to deploy their products
and services with the additional information for segmentation, identify verification and underwriting. Since the information is immediately processed and

“Lenddo’s disruptive technology leverages new sources of digital data to enable financial
service providers to access and serve new and underserved market segments”.

returned to the service provider using a
completely transparent opt-in process,
the decisioning is happening instantly
through real time approval. A direct consequence to this new workflow is also
better efficiency, lower costs, improved
customer service and scalability.
But despite Lenddo’s revolutionary
technology, Lenddo and its team are
always keen to emphasize that data
privacy remains paramount. Since the
beginning, it has been crucial for Lenddo
to ensure that end users provide opt in
permissions and be fully aware of the
trade-off they have to make to access
these financial services. As highlighted in
the report “Big Data, Small Credit” from
Omidyar, “most consumers are willing
to exchange their data—even their most
closely held, confidential data— in exchange for bigger or better loans”.
In terms of reach, because Lenddo’s disruptive technology leverages
new sources of digital data to enable
financial service providers to access
and serve new and underserved market
segments, the opportunity for positive returns can be seen in the regions
where Lenddo is operating. In Southeast Asia, Global Findex Data finds that
only 9% of accessed loans are from a
formal financial institution, when 27%
are directly granted from family and
friends of the borrowers. In India, less
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than 20% of the population have a
CIBIL record, significantly reducing their
ability to access credit. Lastly, in Latin
America, only 51% of adults had a bank
account in 2014 at a formal financial
institution.

reductions whilst meeting compliance
and business control requirements.

There are already tangible effects to
the work Lenddo has been doing since
its creation. Apart from allowing new
markets to be served by financial institutions Lenddo has become one of the
worlds thought leaders in using technology and big data for financial inclusion, slowly establishing new standards
and modernizing the financial services
sector. The recognition by regulators
of how this new technology can drive
financial inclusion is another example
of the progress moving forward.

In terms of credit scoring, two cases
are indicative of the challenges of improved financial inclusion in emerging
markets: motorcycle loans and credit
card issuance. Motorcycles are transformative in emerging markets, enabling
travel to work and even providing
new employment opportunities. The
LenddoScore helps thin-file applicants
get access to credit. On the other hand,
credit card penetration is below 5% in
most emerging markets. Most credit
card issuing banks will only approve
those with a card already. By working
with Lenddo, banks can now gain visibility on the New-To-Card market and
start approving more applicants.

Another area in which Lenddo is
having impact is Identity verification
where requirements are not only a
barrier to Financial Inclusion from a
cost perspective, but pose several
challenges of maintaining quality when
deployed in the field. Lenddo’s Social
Verification harnesses a vast amount of
digital information about an individual
and using its complex algorithms is able
to instantly evaluate millions of data
points increasing accuracy in real-time.
This cutting-edge technology can help
financial service providers and other
organizations achieve significant cost

If it is undeniable that many improvements have been made to allow
more people to get access to financial services, we have only scratched
the surface with over 2 billion people
underserved. The access to financial
services now needs to be coupled with
financial literacy and overall improvement of financial capability. The future
of financial inclusion relies on the ability
to implement new habits among the
emerging economies to ensure the right
use of these services, and Lenddo, with
its credit score and verification technology is one part of the overall solution.
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Big data

and online-scoring:

to fintech and beyond

Big data is like teenage sex: everyone talks about it, nobody really knows how to do
it, everyone else is doing it, so everyone claims they are doing it. Admittedly, “gig
economy” and “big data” are two phrases that are about as buzzy as you can find in the
modern business world. But that’s no reason to dismiss either one. Both consumer (B2C)
and business-facing (B2B) companies are facing intensifying competition when it comes
to customer insights, and the data-science field is expanding in order to help meet
the challenge. Not all data analysis qualifies as “big data,” of course, but solutions are
multiplying, and 2016 may well be the year that more companies seriously ramp up their
investments in the field instead of just talking about it.

According to Forbes [1], only 15% of
Fortune 500 companies are currently
using big data analytics—and indeed,
big data isn’t appropriate to many small
and mid-size companies—but one trade
group reports that businesses are pouring considerable resources into it: Big
data spending is projected to grow by
a CAGR of 23% each year until 2019.
The ability to develop an integrated, analytical view of customer activities and
business operations will separate the
wheat from the chaff more decisively
and rapidly than we’ve seen so far.
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Anne Wojcicki, CEO of 23andMe, told a
crowd at Civic Hall at Fast Company’s
Innovation Festival. “Having a human
database can give us so much of an
edge—we can do it so much faster and
so much more inexpensively.” If big data
can be used in the rest of our lives—such
as marketing products to us at chain
stores—why not harness it for healthcare
as well? “We don’t know much about
health...It’s crazy to me that in this world
of electronic medical records, Walmart
has so much information about how we
shop, but no one has that information
about our health,” Wojcicki said. “Why
can’t my doctor say, ‘Wow, Anne, based
on your lifestyle and behavior, you’re
five years from being diabetic.’ But I can
go to Target and they know exactly what
I’m going to buy.”
Anne Wojcicki, 23andMe’s CEO,
wants to improve drug
discovery (and health
insurance?) with big data
and tailor drugs to individuals so they
are more effective [2]. When 23andMe
launched its first product—a mail-order
test that analyzes DNA from a saliva
sample— the company wants to use
the same genetic data to make better
drugs. “I really want to prove that we
can revolutionize drug discovery, in
almost a Moneyball kind of moment,”
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After months of polling in the middle
of the Republican pack, presidential
candidate Ted Cruz recently leaped
ahead to first place in Iowa and second
place behind Donald Trump in national polls. The Texas senator may have
pulled ahead of the gaggle by mining
data [3] on “tens of millions of” Facebook users, reports theGuardian. The
information was reportedly gathered by
Cambridge Analytica, a data company
working exclusively for Cruz’s campaign—and was obtained largely with-

out the knowledge of Facebook users.
Big data is helping to bring transparency to the darker corners of politics [4].
Big data might change the way you
find a job. CarrerLabs uses big data to
explore all aspects of a company, from
maternity to morale, growth, and financial health [5].
In the past the talks and euphoria
about “big data” were left to mathematicians and their models and the
monetization could be seen only in the
distant future. But in the past year we
witnessed a huge number of new players in this sector, and the discussions
moved into practice. The growth of online lending services and rising interest
of telecoms and internet giant created a
demand for online scoring, which takes
into account not only traditional data (a
passport and banking history), but also
data from social networks, smartphone
manufacturers and mobile operators.
A wave of startup are using unconventional information to decide
if customers are credit worthy [6].
Over the last few years, a number of
technology startups have created ways
to underwrite loans that don’t rely on
the traditional methods. To evaluate
the factors that go into administering a
loan—identity, fraud risk, credit worthiness—the startups look at mishmash of
seemingly tangential information about
applicants, such as activity on their
social network profiles, how often they
use their cell phones, and whether they
frequently send text messages.
The startups argue that this constellation of data can better (as in faster,
more cheaply, and more accurately)
hone in on whether the applicant can
replay the loan by analyzing how they
live, the decisions they make, and how
they interact with others. If it all checks
out, the cash is transferred to users
within minutes of applying for the loan.
Loans are typically in the hundreds of
dollars, although some startups would
like to increase the size they gain users
and better establish the creditworthiness of their borrowers. Regardless,
there is a steep price for people who
use the services: Interest rates can
sometimes go as high as 30% on the
transactions.
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PayPal co-founder
Max Levchin is one of
the leading voices in
the movement. In 2013,
he founded Affirm, a
company whose technology combs
through a wide range of sources to
help decide if applicants should receive
loans. For example, Affirm wants to
know whether a potential customer has
contributed software code to digital
code libraries like GitHub. What does
that tell it? That the customer is who he
or she says they are. Other metrics can
help assess his or her ability to repay
a loan. (Like other companies in the
market, Affirm is tight-lipped about how
those data points specifically factor into
a credit decision, to safeguard its algorithms against snooping competitors).
ZestFinance, another startup, is using
big data to make credit
decisions. Rather than
using simple credit
checks, the company looks at certain
variables on a credit report along with
how people use smartphones and
social network. ZestFinance says that
its use of bulk data collection delivers
a 40% improvement in default rates
over current industry scoring methods.
The company didn’t provide its typical
default rates.
While some companies are focusing on
younger borrowers,
others are also focusing
on emerging markets.
One such company, InVenture, told
that it provides a much-needed service
to people in several countries in Africa,
where credit scores don’t exist and
loans are rare. People looking for loans
can install InVenture’s app a mobile
device. The app then tracks how they
use their phones. Sending too many text
messages or a low battery may be a sign
that an applicant is a credit risk, based on
historical data it has collected and analyzed, the company’s CEO Shivani Siroya
told. In contrast, people who make more
calls at night or use gambling sites may
be more credit worthy. Those activities
suggest price sensitivity (calling rates
are lower at night) and, in the case of
gambling, an ability to pay debts.
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London-based Aire.
io, the startup that is
democratizing credit
scores for people with
thin or no credit files
announced a $1.1 million round of
funding in January 2015 [7]. The funding comes from existing investor SparkLabs Global Ventures, with additional
contributions. Aire pulled in its initial
Seed round of $300k in the summer of
2014. Aire’s recently launched Credit
API enables lenders to perform a credit
check on people who do not have
financial history on file with traditional
credit bureaus. Its predictive algorithms
assign a score to consumers based on
self-declared data and other reliable
sources, such as LinkedIn.
Another mobile
startup, Branch, uses a
similar method. According to the company’s
website, after users
log into its mobile app, it can determine their creditworthiness based on
“SMS logs, call logs, and contact lists.”
Like InVenture, Branch believes that
how people interact with others may
ultimately determine their likelihood to
repay a loan.
ZestFinance, a
financial technology
company whose algorithms enable it to make
loans to borrowers
traditionally not served by banks, pulls
data from alternative credit bureaus
to find out, for instance, if she’s ever
declared bankruptcy or what she pays
in rent. Since 2010, the company has
used unconventional signals to make
lending decisions to borrowers who
would traditionally go for payday loans.
This summer, it began expanding the
markets to which it applies its algorithms, announcing a partnership with
JD.com, one of China’s largest online
retailers, and, of course, the Basix Loans
for near-prime borrowers. Dominick
Ruggiero, Fortress managing director,
said: “ZestFinance is a leading financial technology company poised for
significant growth as it applies machine
learning to disrupt consumer lending
and meet the needs of consumers.” The
startup uses machine learning [8] to de-

termine, based on many data sources,
whether people are eligible for loans —
and now other companies can take
advantage of this information to loan
money to people who might otherwise
be out of consideration.
Among these is
Kasisto [9], a spin-off
venture of SRI International—the creator
of Siri. The startup is
testing a voice-recognition add-on for
mobile banking apps that lets customers ask questions about their accounts.
Users can ask Kasisto, “How much have
I spent on fees?” or tell it, “I’m looking
for a three-dollar transaction on my
checking account,” and the system will
return an answer. It’s a voice-activated
assistant that, unlike Siri, isn’t a generalist. Kasisto has deep knowledge of two
things: the semantics of the financial
services world and your own relationship with your bank. It then uses natural
language processing and machine
learning to serve up the information
you’re looking for. The company, which
launched last June, has been in “friends
and family” testing mode in the US and
Asia, but its roster of clients already
includes Spain-based banking group
BBVA and Wells Fargo, among others.
Kasisto CEO and co-founder Zor Gorelov explains his company has basically
built two types of apps: an enterprise
add-on that corporate clients—especially company CFOs and treasurers—will use internally, and a consumer-friendly app that will integrate into
existing mobile banking apps. The team
plans to roll the app out to consumers
later this year.
Meanwhile, MoneyStream, a new
service from a Silicon
Valley startup of the
same name, links your
bank account to a range of services
that together deliver personal finance
predictions in the form of a simple
calendar. In other words, you can see
how much money you can expect in
your bank account month to month.
While other apps, notably Level, already
aim to help you plan your daily budget,
MoneyStream claims it can help you dig
deeper into the more complex fluctuations that can upend the best-in-
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tentioned plans. Simply link your bank
account to the service (the web app
is the most robust landing page for
now), and it identifies your sources of
income, your recurring bills, your credit
cards, and your loans. After scooping
in all the data it can glean from your
bank statement, you can add new bills,
utilities, accounts and credit cards, and
also manage your email notifications
and alerts. An algorithm analyzes this
“stream,” and, using AI, projects how
much money you’ll have in the bank for
months to come, showing you the information in a straightforward calendar
format. The system gets better with use
as the stream gathers more historical data and users correct individual
entries.

“construction of credibility”—the ability
to give and take away credits—across
more than 30 areas of life, from energy
saving to advertising. “It’s like Yelp
reviews with the nanny state watching
over your shoulder, plus finance, plus
all of these other things,” says Creemers, who translated the plan.

China’s proposal is like a credit
score that could encompass your entire
life, from work performance to Internet
activity. China’s proposals for a “social
credit system” don’t seem that radical
when you read [10] the dry, official plan
posted by the government. “They’ve
been working on the credit system for
the financial industry for a while now,”
says Rogier Creemers, a China expert at
Oxford University. “But, in recent years,
the idea started growing that if you’re
going to assess people’s financial
status, you should equally be able to do
that with other modes of trustworthiness.” China is proposing to assess its
citizens’ behavior over a totality of commercial and social activities, creating an
uber-scoring system. When completed,
the model could encompass everything
from a person’s chat-room comments
to their performance at work, while the
score could be used to determine eligibility for jobs, mortgages, and social
services. The document talks about the

in partnership with Luxembourg’s
Consulate General in Shanghai for a
launch of a credit-based visa application service. The regular process of
obtaining a Luxembourg Visa is quite
complicated in China. Bank records
have to be handed in as proof of assets
and the process is time consuming. But
now, Chinese traveler can easily obtain
a Luxembourg visa through Alibaba’s
tour service Alitrip with a certain level
of Sesame Scores. For applicants with
a 750 score or more, the Luxembourg
Consulate in Shanghai will accept their
personal Sesame Credit reports as a
proof of financial capability. All original
documents will still need to be provided to the Consulate at a later stage as
Schengen rules require.
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The versatile internet
powerhouse Alibaba
group is now sitting on
the goldmine of big
data and is innovatively
monetizing it through internet finance.
This time Alibaba Group’s
online payment system Sesame
Credit [11] applies the cutting edge
big data-based credit rating system

Credit Karma
(US) as the
best example
of big data’s
monetization
(now)
Everything from renting an apartment to getting a business loan often
requires a credit check, which can make
life difficult for the 15 million Americans
who don’t have enough credit history
to generate a score. These people are
referred to by credit bureaus as “thin
files,” and often they’re in the dark about
what’s on their credit history and why it’s
so empty. In April 2014, Credit Karma,
valued at $3.5 billion, began offering
tools to help these people by giving
them free credit information [12]. “Most
thin file consumers that sign up for
Credit Karma will be able to review what
is currently on their credit report, as well
as learn about why they don’t have a
credit score and how to build their credit
history,” the company said. It also offered
to direct them to specific loans or credit
card options that could help them build
their credit history.

Credit Karma announced it signed
up its 50 millionth member [13], a
major milestone that gives the online
personal finance platform insight into
more than one-fifth of America’s total
household debt. Credit Karma’s 50
million-strong member base accounts
for 22 percent of all Americans with a
credit profile in the United States, who
use the platform to help them manage
over $3 trillion in household debt. The
company has given away more than
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one billion free credit scores since
launching its product in March 2008,
without charging members a penny to
use its service.
Founded to bring new levels of
transparency to consumer finance beginning with free credit scores, Credit
Karma’s product expanded quickly to
become a financial technology leader:
adding full credit reports, daily credit
monitoring, financial account monitoring, full credit information from two
of America’s major credit bureaus, as
well as educational tools and content
for its members.
In 2015, it became the first platform
to offer people without enough credit
history to generate a credit score full
weekly access to their credit report; and
then launched Direct Dispute™, a free
tool that allows people to dispute credit
report errors directly from one of their
credit reports using Credit Karma. It
continues to expand its completely free
offerings including its Credit Score Simulator, credit monitoring and friendly,
personalized information to help each
person understand and make the most
of their individual situation.

Kenneth Lin’s (CEO of Credit Karma)
parents emigrated from China when
he was 4 and worked in the kitchens
and at the blackjack tables of Las Vegas
casinos to help put him through Boston University [14]. Their sacrifices, he
says, made him want to do something
big: “Lots of people look at us and say
we’re disrupting the way credit scores
work. What we’re building is much
larger than that.” In 2003 Congress
gave Americans the right to request
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their credit bureau reports for free
once a year, but before Credit Karma
they generally had to pay to see their
credit scores. Credit Karma makes
money–how much Lin won’t say–by
recommending loans and other products consumers qualify for based on
their credit histories and then streamlining the application process. With
credit card issuers such as Discover
now providing free scores, too, Lin is
staying a step ahead by offering consumers a quick way to dispute credit
report errors (so far 650,000 have used
it) and new tools to understand and
raise their scores. He’s also developing
a service to alert members when their
scores have risen enough that they
should be able to demand lower rates
and save some bucks.
In December 2015 Credit Karma
has made its first acquisition [15]. The
company has acquired the makers of
the mobile application Snowball, with
plans to leverage the team’s expertise
in mobile notifications. Terms of the
deal were not disclosed. That app
grew to 250,000 downloads, but didn’t
really take off the way they hoped. This
summer, the team pivoted to building
a “priority inbox” for all of Android’s
notifications. Though Snowball’s next
version never topped half a million
installs, the process of building the
app itself was something of a technical feat, as the team figured out how
to take over the entire pull-down
notifications interface on Android, as
well as the full notification swipe itself.
It’s this kind of expertise that Credit
Karma is now interested in bringing
onto its team as it rolls out further
enhancements to its own set of mobile
applications in the near future, explains
Credit Karma CTO Ryan Graciano.
Credit Karma, meanwhile, raised
$175 million in summer 2015 at a $3.5
billion valuation. Credit Karma has
exploded in popularity because of one
core feature: it gives you two free real
credit scores, and tells you the exact
factors that go into them [16]. This
means that instead of just saying your
credit score is 700, it tells you how you
scored on things like payment history,
age of credit history, credit card utilization (how much of your credit limit you
spend each month), and number credit

inquiries (how man people are checking your credit). Credit Karma also tells
you how much each of these six factors
it looks at affects your score, and how
you rank next to your peers.
In short, Credit Karma is valuable
because it provides a detailed way to
understand where you are with your
credit score, and the ways you can
improve.

Capital, SoFi and Kabbage reaching billion dollar valuations, demand has been
triggered for new ways of analyzing
loan risk. Leading this trend are advancements in big data which firms are
using to analyze non-traditional credit
scoring information. Data points include
reviewing borrower’s social graphs, the
university they attended, their job title
and what car they’re driving.

generation. “Payment services can be
very idiosyncratic; each country has
their own payment infrastructure and
payment problems. In each of those
countries, there is probably [something] like Ayannah that is focussed on
solving those payment problems. What
we can bring to the table is analytics,”
says Mikko Perez, Founder and CEO
of Ayannah. Its first Big Data initiative
is called Project PIGLET. Ayannah is

Specifically in regions that lack agencies to provide traditional credit scores,
demand is high for non-traditional big
data risk profiling solutions. As a result,
these types of data solutions have been
an important driver of increasing financial inclusion in regions with high percentages of under-banked population.

utilising “recently declassified Big Data
analytics and machine learning technologies used by the CIA and NSA” to
profile the large unbanked population
in the Philippines and develop the very
first risk-based credit scoring system in
the Philippines.

From
Philippines
to the rest of
the unbanked
world: journey
of Lenddo and
Ayannah
The Philippine Long Distance and
Telephone Co (PLDT) is planning to
invest around $100 million in its Big
Data business [17], meant to help companies and government agencies develop more effective products, services,
and programs for their target markets,
a top company executive said. “The
overall budget is roughly $100 million,”
said PLDT chief strategy officer Winston
Damarillo, noting that the telco giant
has previously invested $30 million in
developing its Big Data platform, during
the last three years.
With demand for data solutions
to profile borrower risk in emerging
markets, Lenddo has closed a new
round of funding in October 2015 [18].
The round was led by AT Capital and
Life.SREDA with additional participation from existing investors: Omidyar
Network, Blumberg Capital and Golden
Gate Ventures. Lenddo added that
Co-Founder Richard Eldridge is taking
on the role of CEO as part of the financing. Commenting on the funding, Eldridge stated that “the new investment
will allow Lenddo to fast track growth
into new markets, expand Lenddo’s
presence in its existing markets and
continue to develop new innovative
products”.
As online based lending continues to
rapidly grow, with several marketplace
lenders such as Lending Club, OnDeck
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Due to the complexities of creating
and maintaining big data risk analysis
solutions, it has led to demand for
third party products which can be
licensed by online lenders. Among
these vendors is Lenddo, who provides
P2P lenders, banks and card issuers
with an API based solution that can be
integrated to risk profile their clients.
According to Lenddo, the firm’s solution analyzes over 12,000 data points
of customers seeking loans. Headquartered in Manila, the Philippines,
Lenddo’s services are used by firms in
10 countries.
With its plethora of e-payment services and large customer base — more
than one milion repeat customers,
Philippine fintech-company Ayannah
[19] is well-positioned to leverage the
enormous payment data it is accumulating to provide value-added digital
financial services such as identity
verification, credit scoring and lead
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“Take, for example, a Filipino maid
in Singapore. Her employer pays her
cash and so she goes to Lucky Plaza (a
shopping mall) to remit money twice
a month. She has been doing this for
10 years religiously, but she does not
have a bank account. So if you are
using traditional credit scoring rules,
she may not even be eligible for a
credit card. But since we can measure
how conscientious she is because we
see the frequency and consistency of
her remittance transactions, we could
assign her a higher score as a possible
candidate for additional credit or access
to financial services like insurance or
savings products,” explains Perez.
Currently, Ayannah possesses over a
half a billion payment records to profile
customers for financial services such as
SME loans, insurance eligibility, car and
mortgage loans. These profiles are then
created by cross-referencing customers’
payment data with their top-up data,
remittance data and social media data.
“We want to target insurance compa-

nies, property developers or anyone
looking for new customers who do not
have access to this broad segment of
the emerging middle class that may not
have a complete credit history or hard
assets to qualify for a loan. The next
billion customers basically,” says Perez.
Ayannah’s other Big Data initiative —
Project COMPASS — will combine
offline and online analytics to build an
omni-channel predictive and prescriptive analytics network to increase traffic
and conversion for retailers. According
to Perez, the initial trials in Singapore
and the Philippines have been very
encouraging. Through monitoring
and analysing the in-store behaviour of
offline customers, Ayannah was able
to gain actionable insights that help
retailers stock better and engage their
customers to increase conversions and
sales velocity.
This new data source of offline and
in-store customer behavior is even
interesting for the Internet Unicorns
such as Google and Facebook as they
both race to understand the behavior of
the next billion consumers in emerging
markets who continue to shop in brickand-mortar retail stores,” explains Perez.
“We will announce the launch of retail
analytics innovation centres in Singapore and the Philippines and partnership with some very large publicly-listed
retailers as well as leading Silicon Valley
data science companies. We believe
that the data analytics service we will
deploy soon will be relevant not just in
Southeast Asia but also in the rest of the
world,” he adds.
It is also working with other startups
to roll out a scholarship programme
by next year so that it can hire more
software developers and data scientists
from the Philippines’ leading universities.
People are repositories of rich information and contextual data, Shivani
Siroya, CEO and founder of InVenture
told [20]. And yet in most economies
a single number — the credit score —
remains the blunt instrument by which
we evaluate who can receive loans,
and who is likely to pay them back. The
result is that across the globe 2.5 billion
people have no chance of receiving
loans that can fund new business-
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es and lift entire economies out of
poverty. Her company puts InVenture’s
science into practice with its app Mkopo Rahisi, which launched in Kenya and
has already loaned $1.5m (£975,000)
to businesses and individuals. With this
app, InVenture considers people in the
context of their financial transactions,
but also data like their social media
accounts and web searches, to build
a rich profile of their personality. From
this it works out the terms of loans
and delivers them instantly to mobile phones. “We service all our loans
digitally through services like SMS,
Facebook and WhatsApp,” Siroya said.
“It’s a financial identity that looks more
like a person and less like a score [...] It’s
an entirely new way of thinking about
financial products.”

Next steps of
online-scoring:
debt collection,
KYC for
e-commerce and
recruitment
Old-school financial institutions are
typically slow-moving giants. And that’s
a shame, because banks also tend to
accumulate deep troves of data on their
customers that goes mostly untapped.
If you’re a consumer looking for an
answer to a specific question about
your finances, tough luck. Your usual
recourse would probably involve a lot
of digging through bank statements
and bank website pages, or endless
hours on the phone with a customer
service rep.
But as of late, a swell of banking
startups are seeking to change this.
They take all that undifferentiated data
tucked into your bank statements, and
then, harnessing artificial intelligence,
transform and organize it into helpful
information that people can actually
understand—and act on.

“We do this in under one minute,”
Siroya added. InVenture can understand
who pays their bills on time, who uses
capital wisely and where their sales
come from. As a result they can ensure
a better repayment rate in risky markets
(they have reached 85 percent repayment in Kenya on 40,000 loans, and a
92 percent repeat rate). More crucially,
they have found a way to build financial
identities for those who otherwise
would have none.
InVenture now plans to launch Mkopo Rahisi in more countries, building on
existing markets in Kenya and Tanzania
to two more countries by 2016. But
the firm is also thinking bigger: with a
more “vivid and accurate” picture of
businesses and people in Kenya and
other countries, an entire spectrum of
financial services could become viable.
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In developing these tools, Kasisto
and MoneyStream join a multitude of
other companies that are riding the
cresting wave of artificial intelligence
to surface information that’s useful for
humans. Companies from Google to
Facebook to Baidu are using AI to drive
voice and image recognition. Smaller
startups are using AI to rethink stodgy
practices from job hunting to finding
a restaurant that perfectly suits your
budget and dietary needs. Now, both
Kasisto and MoneyStream aim to inject
personal money management with the
same AI touch.
The credit score has become a
ubiquitous way to assess someone’s
credit-worthiness [21]. It is used in a
host of underwriting decisions and
background checks, from mortgages
to auto to business loans, apartment
rentals and even employment candidacy. There is an opportunity for
scoring to include more people and
more financial transactions, and for
scores to be used by consumers as
well as providers for a host of credit

and non-credit decisions. That opportunity starts with designing with the
customer in mind. It includes creating
shared value in tracking, maintaining
and building true financial health — not
simply coaching customers to improve
their scores at a few, discrete moments
when credit checks are necessary.
Debt collection
is entering the social
media age [22] — and
sometimes outpacing
laws meant to protect
consumers. As landlines die and a simple screen tap can deny any unwanted
phone call, debt collectors have started
relying on new modes of communication to contact debtors, from text
messages to social media sites. In
the process, they may also be breaking consumer protection laws. While
Federal Trade Commission regulations
don’t explicitly refer to social media,
in 2011, the FTC did address how text
messaging can and can’t be used to
lawfully collect debts. Regardless of the
medium, however, it’s unlawful for the
collector to harass the debtor or violate
his or her privacy, by, for instance,
communicating with relatives and
acquaintances.
While debt collectors are prohibited from harassing the debtors they
pursue on social media, there are no
rules prohibiting the use of social media
for locating or learning about debtors. This sort of data collection—for
the purposes of debt collection and
beyond—has only grown exponentially
with new technology. We give up more
information about ourselves, from the
geolocation information we yield when
we check in on Foursquare or add a
location to an Instagram photo, to the
information we let apps have when we
install them on our smartphones.

Another typical situation — in the land
of job hunting: you’ve managed to create a résumé that made recruiters drool.
You’ve successfully run the obstacle
course of video screenings and in-person interviews. Then, a recruiter tells you
that the company will be doing a background check. No wild past—whew!—so
you think you’re in the clear. But next
you think about the thousands of dollars
in student loans you have (not to mention that maxed out Nordstrom card).
Uh-oh. So here’s the million-dollar question: “Can HR recruiters actually see
my credit score—and can they reject
my application based on my financial
situation?” [23] A study by the Society for
Human Resource Management (SHRM)
showed that 60% of employers pull
current and potential employees’ credit
reports. Companies pull credit reports in
order to determine how financially stable you are. That means whether you’re
toting a Birkin or a backpack, employers
want to make sure you won’t raid the
company petty cash trying to pay off
your iPhone bill.
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Crowdfunding:
inventors and charity
Global crowdfunding experienced accelerated growth in 2014,
expanding by 167 percent to reach $16.2 billion raised. Almost half of
the amount — $6.7B — was collected by entrepreneurs. Massolution
collected information on 1250 active crowdfunding platforms across
the world. In 2014 they raised the record-breaking amount of $16.2B.
According to the agency, in 2015, the industry is set to more than
double [+].

and movies, Mr. Strickler and Mr. Chen
could have tried to take their company public or sell it, earning millions
of dollars for themselves and other
shareholders.
Instead, they announced in September that Kickstarter was reincorporating
as a “public benefit corporation,” a legal
change they said would ensure that
money — or the promise of it — would
not corrupt their company’s mission
of enabling creative projects to be
funded. “We don’t ever want to sell or
go public,” said Mr. Strickler, Kickstarter’s chief executive. “That would push
the company to make choices that we
don’t think are in the best interest of the
company.”

KickStarter
(US)
Many technology start-ups aim to
become “unicorns,” the companies
that get valued at $1 billion or more
on their way to probable vast riches.
Yancey Strickler and Perry Chen have
no interest in that [1]. As co-founders of Kickstarter, the popular online
crowdfunding website that lets people
raise money to help fund all manner
of projects, including cooking gadgets

149

Public benefit corporations are a
relatively new designation that has
been signed into law by a number of
states. Delaware, where Kickstarter is
reincorporating, began allowing public
benefit corporations in 2013. Under
the designation, companies must aim
to do something that would aid the
public (such as Kickstarter’s mission
to “help bring creative projects to life”)
and include that goal in their corporate
charter. Board members must also take
that public benefit into account when
making decisions, and the company
has to report on its social impact.
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Kickstarter’s move builds upon
its decision last year to become a B
Corporation, a voluntary designation
certified by a nonprofit group called B
Lab. To become a B Corp, companies
must meet rigorous environmental and
social-responsibility standards, which
they report annually to shareholders —
though taking on the status has no legal
impact. Other companies, including
the e-commerce site Etsy, which went
public in April, and Warby Parker, the
eyeglasses retailer, have also opted to
become B Corps.

All of this stands in stark contrast to
the behavior of many tech start-ups
these days. Becoming a public benefit
corporation does not prevent Kickstarter from selling itself or going public,
and it remains a for-profit entity. Still,
as a B Corp and now a public benefit
corporation, legal experts say, Kickstarter is holding itself to a particularly high
standard of transparency. Kickstarter is
exceptionally charitable, for instance,
donating 5 percent of after-tax profits

to causes that support the arts and
combat inequality. Kickstarter has also
agreed to “not use loopholes or other
esoteric but legal tax management
strategies to reduce its tax burden.”
Kickstarter decided to become a
public benefit corporation because
“there’s a huge difference between a
values document and the legal foundation of your company,” said Mr. Chen,
who serves as chairman but focuses on
making art.
Kickstarter still has investors to
answer to. Mr. Chen and Mr. Strickler
say their company has been profitable
for years — in the $5 million to $10
million range per year for each of the
last three years — and has continually
reinvested that money in the business.
While the company has not yet raised
much money — less than $15 million,
with the founders retaining majority
ownership — some well-known tech
investors have backed it. They include
Chris Sacca, a former Google executive
who became a big investor in Twitter,
as well as Union Square Ventures, a
venture capital firm based in New York,
and Jack Dorsey, co-founder of Twitter
and Square.

Mr. Chen and Mr. Strickler said their
ultimate hope was that becoming a
public benefit corporation would set
an example for the next generation of
entrepreneurs. “As younger companies
come up and think about how they
operate and how they want to be structured, maybe they won’t be so easily
swept up by all the usual choices,” Mr.
Chen said. “Maybe they’ll be thinking
long term, thinking about how to look
after the things they care about.”
Since 2015 people in Germany can
crowdfund their bright ideas using
Kickstarter. If it comes as a surprise

that they haven’t been able to do so
for a long time, that’s understandable.
Germany, after all, is the fourth biggest
economy in the world. It has the largest
population in the European Union.
Entering Germany at its own pace is entirely consistent with Kickstarter’s way
of doing things, which tends to be measured and thoughtful. In its six years of
existence, the company has only rolled
out in 10 countries. Germany is number
11 [2]; France made it a dozen.
Rejecting the idea of an I.P.O. or
acquisition may hurt Kickstarter’s recruiting, since those common practices
attract engineers to start-ups with the
promise of prosperity. But the Kickstarter co-founders said the company’s stance had attracted like-minded
people — those more focused on the
overall mission and less on the value
of their equity. “It’s allowed us to find
people who have a similar idealism,” Mr.
Chen said.
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Also Kickstarter launched Spotlight
[3] — it is a special page design that
kicks in only after a project is funded.
Unlike in-progress Kickstarter projects,
which don’t allow for a lot of design
customization, Spotlight allows creators to customize their Kickstarter pages with different text and background
colors, insert full-bleed images, add
a short text description of where the
product has headed since it received
funding, and more.
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IndieGoGo
(US)
Indiegogo helped kick-start the
crowdfunding era, and it has taken a
boundary-pushing approach ever since
[4]. In January 2008, more than a year
before Kickstarter launches, Indiegogo
debuts at the Sundance Film Festival.
Its name is explained by its initial target
market: independent filmmakers.
In June 2011 Jessica and Sean Haley,
a Florida couple, turn to Indiegogo to
pay for fertility treatments. Their son,
Landon, born in 2012, becomes the
first crowdfunded baby. In July 2013

Scanadu’s Scout, a health-monitoring
puck designed to read your vital signs,
raises $1.66 million. Indiegogo always
welcomed medical devices; Kickstarter
forbid them until June 2014. In April
2014 GoBe, a gizmo that claims to
count the calories you’ve consumed,
raises more than $1 million. Though
experts call it an impossibility, the
device goes into production. It’s not
the first—nor the last—time Indiegogo
is plagued by allegations of fraud.
In December 2014 Indiegogo Life [5]
launches, letting users seek funding for
personal events, including weddings,
charitable campaigns, education, and
medical emergencies. Finally, in January 2015 successful campaigns can
convert crowdfunding pages into
ongoing e-commerce sites, continuing
to accept contributions, manage perks,
and distribute newsletters for as long as
they like.
That sets the company apart from
Kickstarter, which states that it’s interested solely in helping worthy creative

projects—such as movies, artisanal
foodstuffs, and inventive gizmos—become reality. Judging
them on their potential to
turn a buck would sully that
vision. Indiegogo’s mission
is more all-encompassing,
says Rubin: “Our North Star is
that we’re trying to democratize
funding.” The company is happy to raise
money for nearly any goal that isn’t
illegal, dangerous, or a form of hate
speech, including charitable efforts,
paying for personal medical emergencies, and other activities that Kickstarter
bans.

companies safe for the uninitiated, and
he brings up the earliest days of e-commerce in the mid-1990s, when the
very idea of making purchases over the
Internet was new and scary. Rather than
try to eliminate risk, the government allowed the emerging field to work out its
own kinks. Today, he argues, “government needs to give the industry a little
bit of time to figure this out, and then if
it doesn’t work they can then come in
and regulate it more.”

Still, the logistics involved with a
site like Indiegogo getting into equity
crowdfunding would be extraordinarily complex. “Facilitating regulated
investments is very different from giving
away T-shirts or hats or putting people’s
names in the credits of a movie,” says
Ryan Feit, CEO of SeedInvest and cofounder of the Crowdfunding Professional Association. To ensure that its
transactions meet SEC rules, Indiegogo
might have to trade in its laissez-faire
atmosphere for something a little more
buttoned-down.

on its platform will be as enthusiastic.
In 2013, security startup Canary raised
$2 million on Indiegogo for its first
product, a pint-size gadget containing
a camera and sensors for monitoring
motion, temperature, and air quality.
“We got 10,000 customers immediately, which gave us great product feedback and enabled us to demonstrate to
investors what sort of interest there was
from day one,” says Adam Sager, the
company’s cofounder and CEO. “That
proved to be extremely helpful to us.”

Turning crowdfunding campaigns
into investment opportunities would
also magnify the impact of any mishaps
a company makes. In its current form,
Indiegogo makes no attempt to vet the
quality of campaigns or the competence of those who submit them, leading to occasional catastrophic failures
such as Kreyos, a smartwatch company
that raised $1.5 million in 2013. It collapsed before it had delivered watches
to every entitled backer.
Ask Indiegogo’s Rubin how he’d
go about making investing in private
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Although Indiegogo is eager to open
equity to the masses, it’s not a given
that the companies that find success

When crowdsourced investing
does become a reality, it could be less
about getting in on the ground floor of
the next billion-dollar acquisition than
giving very small businesses a boost.
“There are some people who will be
like, ‘I can either invest in Facebook or
IBM, or I could invest in this local pizza
shop—I’d rather invest in the local pizza
shop because I’m trying to support the
community,’“ says Rubin. Which means
that this new form of funding could
serve its purpose—even if that pizza
place doesn’t go on to become the
next Shake Shack.
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Angel investor Gil Penchina had
partnered with Indiegogo to launch a
new syndicate on AngelList dedicated
to investing in successful campaigns [6].
It launched yesterday and had $75k in
capital committed in the first five hours.
Total carry of syndicate per deal is 20%,
it is expected to make 5+ investments
per year with a value starting from
$1000.
Also IndieGoGo continues testing
insurance against default [7].
“Greek Bailout Fund” is the brainchild of 29-year-old U.K. man Thom
Feeney [8], who thinks regular citizens
can succeed where the Greek government and European bankers have
failed. He invites people to donate
as little as €3 and receive a postcard
from Greek Prime Minister Alex Tsipras,
or €6 to get a “feta and olive” salad.
After the media picked up news of the
project, it received a jolt of popularity.
A trickle of donations became a flood
and, by 4 p.m. ET, the total eclipsed
€160,000 before the campaign’s Indiegogo page abruptly crashed.

Facebook wants
to become the
platform for
giving

Countless people
already go to Facebook
to talk about causes they
support, and more than
150 million users are
connected to one
on the platform. Now users can put
their money where their mouth is. A
new feature, announced by Facebook in
November 2015 [9], will allow registered
U.S. nonprofits to hold fundraising campaigns on the social network. Similar to
a campaign on Kickstarter, nonprofits
will launch a page that tells the story of
the campaign, collects donations, and
tracks progress to a goal. When a person
donates to the campaign using Facebook’s payment tools, they can chose
to share their donation on their timeline.
A post will appear on their friends’ News
Feeds with a “donate” button—making it
easy for friends to contribute, too, with
just a few clicks.

“Imagine you are seeing what your
friends are donating to. That’s just so
much more effective than getting a
notice on the home page asking you
to donate,” says Naomi Gleit, Facebook
vice president of product management
and leader of its Social Good team.
“This is really the next step in how we
can have a great impact at scale.”
In addition to holding fundraisers,
nonprofits will also be able to add what
Facebook is saying is an improved
donate button to both their page and
regular posts that users see in the News
Feed—the button will lead to a onepage donate form without the user
leaving Facebook. All of these tools will
first be available to 37 nonprofit beta
partners, including three—Mercy Corps,
National Multiple Sclerosis Society and
World Wildlife Fund—that launched
campaigns today.

One bigger question is what happens if or when Facebook controls a
major portal to charitable giving, and
nonprofits are more beholden to the
company. In what could be a parallel,
as media companies have relied on
Facebook for more and more of their
traffic and revenue, the power has shifted to terms Facebook can dictate. Even
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now, Facebook is applying its own filter
to the process: how are they deciding
which nonprofits can apply for the
donate button. And with its algorithm, it
can push users to see more posts from
specific charities or for specific causes,
and no one would ever know.
Facebook’s on a quest to absorb the
Internet, and now it looks like it could
invade crowdfunding. But if you just
take the “non-“ out of “nonprofit,” what
Facebook built becomes a highly viral
Kickstarter competitor [10].
The fact is that social networks drive
an enormous percentage of crowdfunding contributions. Few people are
just browsing Kickstarter and Indiegogo
desperate to plop down cash. Even
campaigns prominently featured by
those platforms only get about 25
percent of their traffic that way. Twelve
percent is more typical, and it can
range down to 3 percent, Plinth Agencycrowdfunding consultant Desi Danganan told. Most campaign organizers
rely on promotion to their own social
graphs and re-sharing through places
like Facebook to raise dollars.
Crowdfunding campaigns on
Facebook could offer discovery, payment and virality baked right into the
platform. The Fundraiser feature already
lets users who want to support a campaign without spending money “Join”
to receive updates, post to their feed, or
easily invite friends. The social network
offers better ways for organizers to stay
in touch with donors and encourage
sharing than a dedicated crowdfunding
site ever could.
Streamlining the crowdfunding process could feed into Facebook’s mission while also making it some money.
The company’s goal is to connect
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people, and crowdfunding projects are
becoming the premier way people rally
together. Whether it’s an invention, art
project, or good cause, crowdfunding
unites communities. It doesn’t matter
if they’re geographically condensed
groups of real friends, or far-flung believers in a common purpose. Tackling
crowdfunding seems right up Facebook’s alley.
Making it easier aligns with the company’s other initiatives to absorb the Internet, from Instant Articles and hosted
videos to small business mobile Pages
that can substitute for complex apps.
Facebook already has several products
that rely on you saving payment information with it. There’s friend-to-friend
payments in Messenger, Buy buttons on
News Feed, and the revamped Donate
button for charities.
Crowdfunding projects could lure
in more payment info, as people may
be inspired to go through the one-time
set-up flow to back a friend’s campaign
or something they want birthed into the
world. That payment info helps all of
Facebook’s other products.
Once crowdfunding campaigns live
on Facebook, you can be sure organizers will advertise on Facebook to promote them. You already see plenty of
ads leading from the social network to
projects on Kickstarter and Indiegogo.
But some users are surely discouraged
from clicking because they don’t want
to interrupt their Facebook experience
.

New names

The new crowdfunding site Fig,
which launched in August 2015 [11], is
focused on helping indie game developers bring projects to fruition—but it’s

offering a lot more to potential investors than just free games and T-shirts. It
wants to give you the chance to invest
in games directly for royalties.

The site has an interface that feels
like a mixture of Kickstarter’s crowdfunding projects and game distribution platform Steam’s design. There

Omaze, the charity platform that
democratizes traditionally pricey
prizes so that everyone can participate,
announced the close of a $9 million
[12] Series A led by FirstMark Capital.
A number of Omaze’s early seed and
angel investors also participated in
the round, including Michael Eisner’s
Tornante Company, Vayner/RSE, Warby
Parker co-founder and co-CEO Dave
Gilboa, Boulevard Capital’s Dave Leyrer,
CrossCut Ventures, FFVC, and Adam
Press. Omaze was founded by Matt
Pohlson and Ryan Cummins, entertainment industry professionals, who were
disheartened after attending a charity
auction looking to sell off a special
experience with Magic Johnson.

This is a direct answer to one of the
criticism of crowdfunding, which is that
a game blowing up on Kickstarter and
the like could result in a developer being acquired, while those who helped
get the company noticed don’t benefit
in any way financially. Although the
first few projects on Fig will only allow
accredited investors to invest, the company is moving to open up investments
to the public later this year.

are some improved features, such as
image and video carousels, an interactive timeline of a project’s schedule, a
streamlined interface for buying additional products beyond your reward,
and online paperwork to complete the
investment in a project. With a focus
on video games alone, Fig also aims to
make indie developers stand out versus
the thousands of other projects on
crowdfunding sites.

“We put a structure together. We
are working really closely with a law
firm and the SEC to figure out how we
can open that up to all un-accredited
investors as well. And that is not too far
off. So that every game that is on Fig,
anybody can invest in,” Fig CEO Justin
Bailey tells Fast Company.

Schafer says, “The ability for people
to be able to invest in these projects is
really important to me. That’s a really
new thing. The idea that the people that
helped you can actually participate, and
get something back, is really important
to me. It’s the future for Double Fine. It
would be ideal to fund everything this
way from now on.”

Tumblbug, a South Korean crowdfunding platform for the creative arts
[13], announced it has raised KRW 17
billion (just over US$15.5 million) in
series A investment. The funding comes
from DCM, Strong Ventures, and Naver,
the maker of messaging app Line.
SkolaFund is new Singaporean fintech start-up aims to make higher education affordable and accessible to all
who qualify. Students go to its crowdfunding platform to raise funds for
school fees or stipends. Since its launch
in April 2015, it has completed 16 out of
21 crowdfunding campaigns. Its main
business is in Malaysia but it will be promoting the service to Singapore in the
new year. Pledgers’ donations can be as
low as $1. They do not get rewarded in
the form of T-shirts or new products as
on conventional rewards-based crowdfunding platforms and the pledgers do
not get their money back. Skolafund
takes a 5 per cent commission on
each successful campaign. Its success
depends on the charity and goodness
of people to pledge funds for the development of another person. Watch it
closely to see if this bold new business
idea will take root.
Can crowdfunding find similar
success in Indonesia? Culturally, Indonesians are familiar with the “gotong
royong” principle [14]. “Gotong royong”
means working together as a community. But today, Indonesia’s crowdfunding sites — like — KitaBisa, Wujudkan,
AyoPeduli, Crowdtivate, GandengTangan, — are still far removed from the
volume and success of platforms like
Kickstarter.

Bailey came out of Hollywood finance and the game publishing. He saw
an opportunity to help others bring their
ideas to life. He previously worked as the
COO of Double Fine studios during its
two hugely successful Kickstarter projects, Broken Age and Massive Chalice (a
total of $4.5 million raised).
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Bailey says, “We have our coalition
of studios. We have 10 titles already
lined up for the platform. And they are
a mixture of really big titles and known
franchises, to completely unknown
indies and new ideas.”
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concept, you can raise millions on
crowdfunding platforms like Indiegogo and Kickstarter.
Once you’ve made your film, you
might want it to get picked up by a
major studio for widespread release,
but you don’t need it. You could sell it
directly from your website; cut revenue
share deals to sell or stream it on sites
like YouTube, Vimeo, or Netflix; or strike
a major brand sponsorship to monetize. If it’s truly compelling, virality will
do the rest of the work for you.

InvestUp, an aggregating platform
that offers investments through different crowdfunding sites, was launched
[15]. InvestUp already has 1500 registered users and aggregates 13 crowdfunding sites.
Giveffect, alumnus of the famous Y
Combinator, is building
a service platform for
non-profit businesses [16], covering services like online
payments and CRM-system, as well as
crowdfunding tools and other. Giveffect
already has more than 300 customers.
In the U.S. non-profits sector processes
more than $300B each year.
Crowdinvesting platform Fundable has acquired Clarity.fm [17], the
service that connects startups with
distinguished mentors (over the phone).
Let us recall, Fundable has recently
acquired LaunchRock, a service that
helps startups create landing pages,
Bizplan, which helps startups develop
business plans and the startup blog
KillerStartups. Fundable builds a unified
crowdfunding ecosystem under the
new umbrella brand Startups.co.
Mumbai-based crowdfunding platform for social, personal and creative
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projects Ketto has raised $700,000 [18]
in funding, led by Pradyumna Dalmia, a
member of Calcutta Angels and Sudhir
Rao of The Chennai Angels. Others
who participated in the round include
Singapore Angel Network, Anupam Mittal, Indian Internet Fund, LetsVenture,
The Chennai Angels, Calcutta Angels,
Intellecap Impact Investment Network
(I3N), Ah Ventures and Project Guerrilla.
With this funding, the startup plans to
double its technology and business
development team with an aim to reach
$100M in volume by crowdfunding.
Ketto also wants to expand operations
to Singapore, Indonesia and Malaysia,
among other Southeast Asian countries.

How IndieGoGo
and KickStarter
help filmmakers
and directors to
raise money?
Film festivals
used to be do-or-die
moments for movie
makers. They were
where you met the
producers that could
fund your project, and if the buyers
liked your flick, they’d pay to have it
distributed to the only place it could
be seen — the grande ole cinema [19].
But if they didn’t dig the idea or rough
cut, your film never got made or was
dead on arrival. Fast-forward and it’s a
very different scene. You might want
connections to film’s elite or a critically
acclaimed premier, but you don’t
need them. Armed with just a rough
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“Since we launched in 2008, we’ve
sent money to over 40,000 filmmakers
in 166 countries” Indiegogo CEO Slava
Rubin told. “Obviously that means you
don’t have to come to Sundance to get
the money.” “Maybe 10 years ago, it was
almost as if it was a requirement to go
through the film festival process.
If you said ‘What is your biggest challenge?’ to filmmakers, they’d say ‘give me the
money everything will be
fine.’ Now they can get the
money and can concentrate
on other pain points.”
The big studios’ iron grip on distribution used to mean fans didn’t have
much say. Rubin remembers catching
the midnight Sundance screening of
Korean neo-noir revenge masterpiece
“Oldboy” that went on to become a
cult classic. “I walked out and was like
‘This is amazing! This is unique!’ and
right away I wanted to tell my friends
about it but that was hard because
YouTube didn’t exist and there weren’t
as many instant ways to see this stuff
on the Internet.”
Yet last year saw a film vaulted from
the Internet to the big screen thanks to
its audience. Dear White people began
as a YouTube short lampooning the
racist stereotypes and clichés common
in black cinema. It’s the kind of incendiary art that doesn’t “play well” with the
mainstream film industry.
Despite some viral traction, no
studio would back the feature-length
project. So the creators of “Dear White
People” went on Indiegogo and raised
$40,000, well surpassing their $25,000
goal, and convinced Code Red Films to

provide some formal financing. The film
was made, it premiered at Sundance
last year, won some awards, and thanks
to an audience that had already raised
their hands online, it was picked up by
distributors Lionsgate and Roadside
Attractions.
Dear White People hit theaters in
October, and Rubin says it’s grossed
$4.4 million and counting, making it the
biggest box office return for a crowdfunded film, surpassing Zach Braff’s
“Wish I Was Here”. “I think Dear White
People is an example of a film that does
not get made unless there’s Indiegogo,
plus YouTube and the audience.
Other films that sprung from Indiegogo include Roger Ebert documen-

tary Life Itself, A Girl Walks Home Alone
At Night, and A Connected Universe
— the latest motion picture to complete
funding on the platform.
Emboldened by the success, Indiegogo just announced a partnership
with Vimeo that will see the video site
set aside $1 million to invest in Indiegogo film products. Vimeo in turns
becomes the crowdfunding service’s
preferred distribution partner featuring
a video-on-demand marketplace specifically for Indiegogo films.
But with the democratization of any
medium comes an inevitable onslaught
of homemade crap. Thanks to inexpensive production gear, along with
crowdfunding and digital distribution,
you can quickly go from dumb idea to
stupid film shoot to moronic movie. So
while Sundance might no be a bottleneck for money any more, it is still
a bottleneck for curation. Now it feels
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like you’re almost as likely to run into
some virtual reality startup founder as a
movie star. That might be a good thing,
though. Movie makers are probably
wise to study the tricks mobile apps use
to keep millenials engaged.

How to fight
poverty? It’s
simple: give cash
to poor people

There’s a very long list of ways that
nonprofits have tried to attack the
problem of global poverty. Some give
microfinance loans. Others create skills
training programs. Still others give
laptops to kids. Of all the methods,
however, only a few have actually been

proven to really help people move up
the economic ladder. One that has
been one of the most successful is
also incredibly easy, yet hard for many
philanthropists with a pet cause to
fathom. The simple trick: If people are
living on less than $1 a day, just give
them cash and let them decide how to
spend it [20].
“It’s a very simple, direct, and lowcost way to help people who are poor,”
says Yale University economist Dean
Karlan. In 2002, he founded Innovations
for Poverty Action, a nonprofit that uses
randomized, controlled trials to test
which poverty interventions actually
work. These trials are the gold standard
in science and are often used for testing
the safety and effectiveness of new
drugs or other medical interventions.
But they are much more rarely used
to evaluate social interventions, partly
because they are difficult to set up.
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In 2009, a group of grad students
from Harvard University and MIT were
looking for a way to give their money in
a way that would have the most impact
and started looking at the latest research in global development. So, that
year, the group decided to start their
own organization, called GiveDirectly.
It took advantage of the fact that it had
recently become possible to transfer
money via mobile phone, helping eliminate typical opportunities for corruption. All the founders had to do was find
the poorest people in the world and
start to hand over the money. By 2011,
after testing it first with friends and
family, they had opened it to the public
for donations.
In Kenya, GiveDirectly uses data
to identify the poorest households
and then transfers them $1,000, the
equivalent of a year’s salary, no strings
attached. The recipients can spend the
cash on whatever they need most. In
many cases, in Kenya, one of the two
countries GiveDirectly works, families
spend money on replacing a thatched
roof with a metal one that lasts longer
without repairs, saving the family money over time. Others have spent money
on health expenses, paying a dowry,
and buying a motorbike for a business.
GiveDirectly tracks spending through
surveys and separately through formalized studies. In the next year, it plans to
reach around 20,000 households and
100,000 recipients. Today, attitudes are
much more positive. In 2014 alone, it
had given out $6.6 million and raised
another $17.4 million. After some early
investment from Google.org, the nonprofit just received another $25 million
from Good Ventures, a foundation
started by Facebook co-founder Dustin
Moskovitz.
Silicon Valley loves the nonprofit’s
data-driven approach, which carefully
measures the best way to do everything
from identifying households most in
need to how to split up payments. The
founders have designed an operational
model that allows constant experimentation and testing—and the tech crowd
adoption of the “effective altruism”
movement eats it up.
Of course, cash is not a panacea.
Poor people have problems that go

much deeper than not having money.
“This solves the ‘I don’t have money’
problem, but what if the problem is
also a matter of aspiration, a matter of
hope, a matter of information about
markets or trading?,” says Kaplan. And
because more and more philanthropists
are becoming data-driven, direct cash
transfers risk become a pet cause unto
themselves. But every other needed

intervention could now be studied
and compared to cash. “Roads are not
going to build themselves, hospitals are
not going to show up out of nowhere,”
Faye says. “There are lots of public
goods that we will need. But we do
think that there is a large fraction of it
that is likely worse than cash and needs
to be benchmarked against cash.”
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Crowdinvesting
as alternative for SMEand p2b- lending
Among the people monitoring the situation most avidly is Slava Rubin,
the CEO of Indiegogo. When he began tossing around a concept for a
company almost a decade ago with cofounders Danae Ringelmann and
Eric Schell, it “was really about equity crowdfunding, before the word
crowdfunding existed,” he says. After concluding that the investment
angle was unrealistic, they dropped it. It turned out that people would
back campaigns out of sheer desire to help a promising project become
reality—and the lure of getting a thank-you gift for their support. But that
hasn’t stopped the Indiegogo community from asking. “People are regularly saying, ‘Can I invest? Can I invest? Can I invest?’” says Rubin. For a
site like Indiegogo, the implication of the JOBS Act’s equity crowdfunding mandate could be revolutionary. “It’s really democratizing not just
access to capital, but also equity for people who are not professional
investors,” says Sam De Brouwer, cofounder of Scanadu, which collected $1.7 million on Indiegogo in 2013 for its smartphone-based health-
monitoring gadget, then went on to raise more than $45 million from
venture-capital firms. “It’s superinteresting.” That is, if companies such as
Indiegogo can make it work.

When Facebook announced in
March 2014 that it was acquiring
virtual-reality pioneer Oculus VR for $2
billion, the news caused jaws to drop
throughout the tech industry. It also
left at least a few of the 9,522 people
who had contributed to Oculus’s Kickstarter campaign less than two years
earlier grumbling that they should be
cut in on the windfall. Sorry, crowdfunders: The $2.4 million you put up
via Kickstarter entitled you to posters,
T‑shirts, and prerelease versions of the
Rift headset, not equity participation in
a landmark deal. But Oculus’s journey from crowdfunding phenom to
blockbuster acquisition did get people
asking a bigger question. Sites such as
Kickstarter and its archrival, Indiegogo,
have had a transformative effect on
how startups bootstrap themselves.
Why shouldn’t the masses be allowed
to invest in new companies and have a
chance at realizing a profit? [1].
With traditional funding out of reach,
we had to fall back on one of the oldest, and arguably most misunderstood,
funding options out there: raising
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money from family and friends. It was
the best decision we could have made.
Of course, this route isn’t for everyone.
If you need a huge influx of capital up
front, for instance, or if your business
idea is especially high risk, then personal relations might not be the best
source of funding.

U.S. securities regulators approved
new crowdfunding rules in October
2015, allowing start-up companies
to raise money from mom-and-pop
investors over the internet [2]. Private
companies were previously allowed to
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solicit only accredited investors - those
with a net worth of at least $1 million,
excluding the value of their homes, or
annual income of more than $200,000.
Crowdfunding was delayed at the
SEC by leadership changes and difficulties in crafting workable rules. Since
the crowdfunding rules were originally
proposed in October 2013, the SEC
has tightened limitations on how much
investors can invest in these start-up
companies.
Investors with annual income or net
worth of less than $100,000 would be
limited to contribute only $2,000 or 5
percent of their net worth or income,
whichever is greater. Those with a higher net worth or income would be able
to invest 10 percent of the lesser of their
annual income or net worth in these
transactions, with a cap of $100,000
over a 12-month period.
The SEC also made changes to the
audit provisions of the crowdfunding
rule, allowing some companies raising
money through crowdfunding for the
first time to provide reviewed rather
than audited financial statements. The
commission said that its staff would
continue to study whether crowdfunding investor protections are robust
enough as well as the impact of the
new regulations on capital formation.
The staff will issue a report within three
years of the rules becoming effective.

Now, basically anyone will be able
to invest, once the rules go into effect
sometime next year [3]. These offerings can be made either via existing
broker-dealers, or via a new class of
regulated registrants called “funding
portals.” These portals — the rules for
which become effective on Jan. 29,
2016 — would be required to provide
adequate investor information and
conduct background checks on issuers,
their executives, and their officers. They
also must make issuer information
available on their platforms for at least
21 days before securities can be sold,
and enable conversations “among the
crowd” about each offering. Platforms
also could be held liable for issuer
fraud against investors. Issuers will be
required to provide prospective investors with a basic description of their
business and the offering, and they will
have the option of a question-and-answer format.

businesses with gross receipts above
$500,000 are three times as likely to
be denied loans as white-owned firms
of similar size. And while the Small
Business Administration’s lending program guaranteed about 44,300 loans
in 2012, only 1,080 of the businesses
that received them were run by black
entrepreneurs.
Equity crowdfunding is emerging
as a way to increase capital access to
the black-owned businesses that need
it most. That right has been the sole
preserve of “accredited investors”—
comparatively wealthy individuals and
institutions worth over $1 million, a
select group that amounts to the top
2% of the U.S. population. But the SEC’s
new rules, released under Title III of
Jumpstart Our Business Startups Act
(JOBS Act), will allow many more Americans to directly invest in local businesses, letting many more minority-owned

nal financing, minority business owners
are slightly more likely to put a higher
percentage of their own funds into
startup costs than are white entrepreneurs. It’s no secret that crowdfunding
can offer an appealing alternative.
What’s more, equity crowdfunding
might also help black investors build
wealth. Under current SEC rules, online
platforms that focus mostly on African-American businesses haven’t really
succeeded because most communities
of color don’t have the wealth to qualify
as accredited investors. By lowering the
bar for individuals to invest, the SEC is
making it easier for more people to gain
a stake in minority-owned ventures,
which could in turn narrow the racial
wealth gap.
Finally, the new rules might have
dramatic effects on low-income neighborhoods. According to Robert Fairlie
of the National Poverty Center, increasing the number and average employee
base of minority-owned businesses by
just 10% would create some 1 million
new jobs for minorities.
Community outreach in low-income
neighborhoods will also be crucial.
Entrepreneurs and investors in those
communities will need to learn how to
take advantage of the new tools, both
from a technological and business
perspective.

According to a 2006 study, African-Americans are 79% more likely to
be interested in entrepreneurship than
whites. Yet African-American–owned
businesses have lower annual revenues,
profits, and payrolls and fail at higher
rates than white-owned businesses.
In August 2015 The Securities and
Exchange Commission (SEC) recently
passed new rules on equity crowdfunding that have the potential to change all
that [4].
Access to financial capital remains
the key barrier facing black entrepreneurs. African-American–owned
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companies raise capital when the rules
take effect in February 2016.
This comes at a time when millennials, who some experts believe are
more interested in impact investing,
look poised to benefit from the largest
intergenerational wealth transfer in
human history. In this evolving climate,
black entrepreneurs in particular have
a lot to gain.
Equity crowdfunding reduces risk
by spreading out investment stakes to
many instead of just a few. On average,
because of the difficulty securing exter-
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Finally, as the 2016 presidential
candidates draw national attention to
the importance of small businesses to
the economy, that conversation needs
to include innovative ways of supporting
minority-owned companies. The expansion of equity crowdfunding to more
Americans will not only help widen entrepreneurs’ investment options, it can
also reduce barriers to capital that have
too long kept African-American businesses and communities from thriving.

AngelList (US)
Disruptive investment crowdfunding
platform AngelList has published an
end of the year recap [5]. The digital
funding and job board community
states that it raised $163 million during
2015. This number was generated for

441 startups funded by 3,379 investors.
There are approximately 770,000 companies with a profile on AngelList today.

According to the AngelList update,
some interesting facts include:

AngelList, launched in 2010 by Naval
Ravikant and Babak Nivi, has morphed into an early stage community where entrepreneurs
may seek connections with
early stage investors. Simultaneously, job-seekers may
be hired by promising young
startups. AngelList trailblazed the
path in the US, when it requested,
and received, a no-action letter from the SEC in 2013, that
helped to crack open the
door for online funding. The
platform has since become a
vibrant ecosystem for entrepreneurs and angels, boosted by
its syndicate investment approach to
raise capital or simply get noticed by its
prominent members.
For more than a year, the AngelList
founder and CEO has been trying to
persuade institutional money managers
to participate on his popular crowdfunding platform, which so far has
helped facilitate $205 million in investment for 650 seed-stage companies.
In October 2015 AngelList announced
that Chinese private equity firm CSC
Group has committed $400 million [6]
to a new $450 million fund that will
both back existing syndicates and help
activate new ones. The fund, called Upshot, is believed to be the largest-ever
investment vehicle dedicated to seedstage investing.

$163 million raised for 441 startups from 3,379 investors
170 active investor syndicates today
These syndicates include many big name VCs like
Sequoia, Kleiner Perkins, Khosla Ventures and more
40% of funding rounds were private deals
Private deals totalled 170 startups for $89 million
Institutional money participated in 40% of the funding rounds
AngelList has become one of the most prominent job boards
Approximately 16,000 companies have matched 548,000 candidates
These numbers doubled over year prior
Software engineers and designers were at the top of the list of skills
sought by hiring firms
For comparison sake, AngelList raised about $104 million in 2014 for
243 companies. Investors totalled 2,673.

CSC, AngelList will be able to do deals
faster, because CSC will be able to
participate in any investment syndicate, writing relatively large checks and
making the site’s angel-investor leads
less reliant on the individuals in their
syndicate.”

The deal is expected to be the
“largest single pool of funds devoted
to early-stage startups — ever,” the WSJ
reported [7]. Beyond that, it could also
be the “largest-ever single investment
by a Chinese private-equity firm in a
U.S. fund.”

But not everyone knows about
AngelList’s free recruiting tool [8], and
that’s in part because the company
doesn’t market it, at all. So to help raise
awareness for startups in Boston, two
AngelList employees are co-hosting
a private event with Accomplice, an
investor in AngelList. The Cambridge
venture firm has also frequently used
AngelList to put together investment
deals, particularly through their BOSS
Syndicate arm. Out of 16 BOSS-backed
startups that were anonymously
surveyed, 75 percent use AngelList for
recruiting and 15 percent of their total
hires come from AngelList, according
to Sarah Downey, Accomplice’s director of community.

Here’s what it really boils down to:
“With all this institutional capital from

Naval Ravikant, CEO and co-founder
of AngelList, told that one of AngelList’s

“Yes, it’s large but this is something
we expect will last for four years,” Ravikant explains. “And what it really does
is allow us to participate in follow-on
rounds for these companies, which is
something the syndicates usually can’t
do because they’re too small.”
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major advantages over other recruiting
tools is that it’s completely free. But
what makes it even more valuable is the
transparency it demands of companies. For instance, all job postings must
include a salary range and the range of
any equity being offered. Companies
are also encouraged to fill out other
information, including their investors.
AngelList’s recruiting platform
currently has more than 16,000 startups, VC firms and larger companies
actively looking for top talent. Among
those larger companies and firms are
Yelp, Sequoia Capital and Tinder. And
there is no shortage of talent for those
companies to look at: the website
has hundreds of thousands of job
candidates, with the platform having
reached up to 250,000 active users
last year, Ravikant said.

Crowdinvesting
in real estate

For those who are looking to invest
in real estate, finding good opportunities can be difficult. In commercial

real estate, unless you know a property
owner or developer, it’s nearly impossible to get your foot in the door. A company called Selequity [9] has launched
a platform that will make crowdfunding
real estate investments much easier.
RealtyMogul, a startup that connects
investors with real estate projects,
announced that it has raised $35M
[10] in Series B funding. The company
launched its online marketplace more
than 2 years ago with a focus on equity
deals funded by individual, accredited
investors. (So it was offering a kind
of real estate crowdfunding, but one
where most people couldn’t invest.)
Singapore-based crowdfunding
platform CoAssets has listed [11] on the
National Stock Exchange of Australia
(NSX), Australia’s second largest stock

exchange, and will trade on the NSX
under the symbol “CAX”. The NSX is
a secondary board in Australia and
the second largest listing market in
the country after the Australian Stock
Exchange (ASX). 130 firms are listed on
the NSX; approximately 80 per cent
of new listings are foreign companies.
The NSX listing of CoAssets will support growth and increase investment
potential. Launched in July 2013 as
Southeast Asia’s first property crowdfunding platform by Seh Huan Kiat
and Getty Goh, CoAssets crowdfunds
residential and commercial properties
in Asia, Australia, the UK and the US. It
claims to have membership in excess
of 11,000 individuals to date across
Southeast Asia. CoAssets primary
function is to serve as a multi-sided
platform linking developers, agents
and property owners seeking alternative funding sources with investors
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keen on co-developing projects and
co-purchasing property units.

Crowdinvesting
across the world

The UK is a “world leader” in equity
crowdfunding, with further democratisation set to open up everything
from hedge funds to IPOs in the next
few years. Crowdfunding is just one of
a number of ways in which European
SMEs, typically far more reliant on bank
financing than their American counterparts, are trying to compensate for the
continuing decline in bank lending [12].
Others include issuing publicly tradable debt or equity; placing securities
privately with institutional investors;
and accepting loans from non-bank
financial institutions (“shadow banks”).
Banks and others are also securitising

loans to SMEs (ie, pooling them, dividing the pool into tranches with different
degrees of risk, and selling the resulting
securities to investors). Governments
are keen to promote all this, to limit the
economic harm done by sickly banks.
Angellist has been launched in the UK
[13]. UK syndicates will allow individuals
to invest in rapidly developing startups
like Hailo, Transferwise and Zoopla.
However, the launch of the project in
the European market is postponed due
to regulatory constraints.
Darren Westlake, co-founder and
CEO of leading investment crowdfunding platform Crowdcube [14], said the
future of crowdfunding in the UK and
around the world was “more democratisation”. “Crowdfunding platforms
are well positioned” to “put the P back
into IPO,” he explained, pointing to the
success of Crowdcube’s existing equity
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system as an example of public interest.
Is crowdfunding “the new normal”?
Darren Westlake thinks so [15]. Crowdcube has raised over £80 million in investment for new businesses. Westlake
is on a mission to raise the profile of
crowdfunding as an industry, and he’s
seeking to bridge the gap between old
school investors and the new school of
fintech innovators.
Taylor Swift’s most recent disruptive
move was a donation made to a little
girl named Naomi [16], who is kicking
the crap out of cancer. It was for $50k,
to help with some medical costs that
insurance wasn’t picking up, through
the site GoFundMe. Only problem was
that GoFundMe never thought anyone
would donate over $15k at once, so it
took a bit of rejiggering to allow Swift

to make her donation: “Taylor Swift’s
donation was so generous that it required us to increase the donation limit
on the platform,” said Rob Solomon,
GoFundMe CEO. GoFundMe’s previous
donation limit was set at $15,000, but
has now been increased to $50,000.
There are never any limits on how
much a campaign can raise. Some
additional information since crowdfunding site GoFundMe confirmed its
funding round in June 2015: the company is now valued at around a range of
$600 million to $650 million [17]. Media
also heard that Iconiq Capital, the firm
that manages the personal wealth of
executives like Mark Zuckerberg, has
participated in this round of funding. At
the time, it was confirmed that Accel
partners and Technology Crossover
Ventures led the round, with Greylock
and Meritech Capital Partners participating.  GoFundMe’s latest funding
round valued the company at around
$500 million. It appears GoFundMe’s

founders have decided it’s time to cash
out. The company’s cofounders Brad
Damphousse and Andy Ballester told
the Wall Street Journal [18] that the pair
have decided to sell a controlling stake
to the investor group that is leading
its latest financing round. GoFundMe
said it has raised $1.2 billion from its
campaigns to date. GoFundMe earlier
this year said it was approaching $100
million in funds raised from campaigns
every month.
As crowdfunding sites like Tilt [19]
and GoFundMe raise large rounds to
take their businesses to the next level,
a startup that sits in the same area of
web-based fundraising is trying a new
approach. CircleUp, a crowdfunding
platform for consumer brands to raise
money from accredited investors, has
closed a $22M fund [20] of its own to
back a range of brands on the platform.
The Consumer Growth Fund, as it is
called, will match investments made
on its platform by others - not take the
lead on funding itself, in order to avoid
conflict with other investors. The size
of the fund nearly matches the amount
CircleUp has raised for its own business.
To date the company has picked up
over $23M from investors that include
Canaan Partners, Google Ventures,
Union Square Ventures and Maveron,
among others.
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Millhouse Capital, owned by Roman
Abramovich, has invested in an Israeli
startup iAngels [21]. The crowdinvesting platform iAngels developed a model for investment of small amounts in
startups, based on experienced investors. The company has raised $2.25M
in this round, with the new investment
making a total of $2.6 million raised by
the company to date. iAngels raised the
money on its own platform.
One more interesting startup of 2015
is Tendr. It Is like Tinder for finding your
next equity crowdfunding investment
[22]. New York-based startup investment platform Onevest announced the
launch of its Series A round of financing
[23], to mark the implementation of
Title IV of the JOBS Act by the US Securities and Exchange Commission to
facilitate smaller companies’ access to
capital. The Series A offering is already
live on Onevest’s network and transactional platform. Onevest connects early
stage startups with accredited investors.
Last year, the company facilitated the
close of over 15 transactions averaging
between $750,000 and $4,500,000.
This year Onevest expects to double
the amount of companies that successfully raise capital on the platform, the
company said in a press statement.
FlashFunders, an equity crowdfunding platform, is announcing a new
program that automates the process
for entrepreneurs, making it entirely
free to raise or invest in a seed round
[24]. Most crowdfunding platforms like
AngelList and FundersClub are used for
a small portion of the round, facilitated online, and usually allow for much
smaller checks to go into an SPV. With
FlashFunders, the company offers that
same functionality alongside the ability
to send the FlashFunders listing to a VC
firm like A16Z or Union Square Ventures
to participate or even lead the round
with a larger (>$25K) check, meaning
the entire round is facilitated online.
And beyond that, FlashFunders automates everything that a securities law
firm like Cooley LLP would normally
handle through integrations with Lexis
Nexus, DocuSign, IRS, and the SEC
Edgar Portal. Going through a securities
law firm for an early-stage investment
can cost a company between $10K
and $30K, according to FlashFunders
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founders Vincent Bradley and Brian
Park, and some will spend up to $80K
on the process.
In what may be one of its first investments in a Series A round, the investment firm KKR has pulled from its $98.6
billion in assets under management to
lead a $15 million investment in fundraising platform Artivest [25]. The deal
is part of a broader push from the pri-

vate-equity firm to invest more actively
in startup technology companies.
Alphaworks, the equity crowd-funding platform for startups and their
communities, re-branded to Quire.
com [26]. CEO Erin Glenn said that
the company was eager to get a .com
domain and that ‘quire’ (a centuries old
word that which means ‘folio’ or collection of single pages) was a perfect
fit for what the platform represents.
“The imagery of the word is that of
individuals coming together to build
a community,” said Glenn. “It’s more
than the sum of its parts.”
SecondMarket, the secondary transaction manager whose involvement
in Facebook’s pre-public offering fire
sale of shares arguably hurt the social
network’s eventual initial offering,
launched a new product [27] to put
more control over secondary sales
in the hands of startups. With private
companies staying off the public boards
longer and valuations for later stage
rounds climbing, an increasing number
of firms are launching to invest in
secondary sales (sales of shares owned
by company employees or investors
that were distributed as part of earlier
rounds or as compensation).

Crowdinvesting
in Asia
Rewards-based vs equity
crowdfunding - what works
better? Major Internet
crowdfunding platforms
like Kickstarter hand out a
range of rewards to entice
backers but is offering equity
more valuable (http://e27.
co/rewards-based-vs-equity-crowdfunding-works-better-20150713/). In the past 12
months, some Singaporeans
start-ups made moves that
bear watching in the new year
(http://www.straitstimes.com/
business/spore-start-ups-towatch-in-2016). They raised a
big pot of money, formulated
plans to expand overseas and
hired corporate big guns for
management. In the process, they are transforming
industries from e-commerce
and industrial automation to
student scholarship and talent
spotting.

The project is an offshoot of Coufenzi
[33], the crowdfunding site JD.com
opened last July. Coufenzi allows users
to contribute funds toward individual
projects and products. So far, projects
on Coufenzi have raised a total of
RMB280 million (about $45 million).
Singapore-based crowdfunding
platforms CoAssets, FundedByMe [29]
and New Union have established a
tripartite alliance to grow crowdfunding
in Southeast Asia [30]. Combined, the
three companies have facilitated raising
of S$200 million ($148.17 million dollars) through international campaigns,
to date. They plan to accelerate this
growth in the coming months, despite
the relative youth of the industry in the
region. “This alliance represents the
emerging wave of financial services that
will meet crucial business needs. We
are extremely excited to bring a new
avenue to connect drivers of business,
and allow them access to funds that
weren’t previously available to them,”
said Eddie Lee, managing director of
New Union Singapore.

Notes
1.

2.

3.

4.

5.

6.
Technology startup incubator and
accelerator IdeaSpace Foundation [31]
has observed a new investment trend in
the Philippines — that of small and medium-size enterprises (SMEs) becoming
startup investors.

7.

8.
This capital-raising platform connects accredited investors with funds to
spend and companies that need capital.
CapBridge launched a pilot in
the middle of this year with 10
companies and has remained
under the radar ever since.
However, chief executive
Steven Fang has been busy
promoting Capbridge in
Israel, Australia and other
countries. Capbridge is in what
is called equity crowdfunding, where
investors are given equity in exchange
for funds. Equity crowdfunding for the
public is not approved here. The Monetary Authority of Singapore (MAS) had
received feedback from the public and
the industry on securities crowdfunding
but has not responded yet. Capbridge
and similar companies like Crowdo [28]
and FundedByMe will be ready to offer
their services once the MAS approves
this investment approach.
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Equity-based crowdfunding platform
Asian Crowdfunder has launched its
operations in Malaysia in June 2015
[32], and is in the process of starting
operations in Singapore, Indonesia
and Thailand. The pan-Asian platform,
which claims to be accessible to vetted
accredited investors only, is founded by
an international team of experienced
and successful entrepreneurs and
asset managers backed by decades of
experience.

9.
10.

11.

12.
China’s largest e-commerce companies are eager to leverage their millions
of users and hoards of data for new
projects. For example, Alibaba’s other
businesses include healthcare management, financial services, and cloud
data. Now JD.com, its smaller but still
formidable rival, is branching out into
crowdfunding for startups. JD.com,
which filled 689 million orders last year,
has launched JD Equity Crowdfunding
platform to help startups secure capital.
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13.

14.

http://www.fastcompany.
com/3050200/the-big-idea/indiegogo-is-getting-ready-for-equity-crowdfunding
http://www.reuters.com/article/sec-crowdfunding-idUSL1N12U1HF20151030
http://fortune.com/2015/10/30/itsofficial-startups-can-soon-raisemoney-from-your-grandma/
http://www.fastcompany.
com/3054276/the-future-of-work/
how-equity-crowdfunding-empowers-black-entrepreneurs
http://www.crowdfundinsider.
com/2016/02/81362-angellistyear-in-review-raised-163-millionin-2015/
http://fortune.com/2015/10/12/angellist-gets-institutionalized/
http://venturebeat.
com/2015/10/12/angellist-gets400m-from-chinas-csc-venturecapital-for-early-stage-startup-investments/
http://bostinno.streetwise.
co/2016/01/27/angellist-expands-its-startup-jobs-recruiting-hiring-platform/
http://techcrunch.
com/2015/05/04/selequity/
http://techcrunch.
com/2015/07/14/realty-mogul-series-b/
http://www.dealstreetasia.com/
stories/property-crowdfunding-portal-coassets-begins-trading-on-nsx-8862/
http://www.economist.com/
news/finance-and-economics/21656214-bank-lending-stillsubdued-small-businesses-lookelsewhere-cash-treasure
http://techcrunch.
com/2015/02/12/angellist-launches-syndicates-in-the-uk-but-regulation-hampers-eu-rollout/
http://www.wired.co.uk/news/archive/2015-07/08/crowdcube-darren-westlake-wired-money-2015

15. http://www.wired.co.uk/news/
archive/2015-07/01/wired-money-darren-westlake
16. http://techcrunch.
com/2015/07/09/taylor-swift-isthe-best-kind-of-trouble/
17. http://techcrunch.
com/2015/06/22/gofundmes-valuation-rises-to-nearly-600m-650min-latest-funding-round/
18. http://techcrunch.
com/2015/06/24/gofundmes-investors-take-a-controlling-stakein-latest-financing-round/
19. http://www.forbes.com/sites/
montymunford/2015/12/04/tiltbrings-a-new-angle-on-mobileto-crowdfunding/
20. http://techcrunch.
com/2015/07/13/circleup-raises-22m-to-invest-in-consumerbrands-on-its-crowdfunding-platform/
21. http://www.globes.co.il/en/article-roman-abramovich-leads-investment-in-israels-iangels-1001021782
22. http://techcrunch.
com/2015/06/03/tendr/
23. http://www.dealstreetasia.com/
stories/new-york-based-onevestlaunches-series-a-financing-8174/
24. http://techcrunch.
com/2015/05/11/equity-crowdfunding-platform-flashfunders-is-automating-securities-law-for-seed-stage-rounds/
25. http://techcrunch.
com/2015/05/04/investmentgiant-kkr-leads-rare-15m-earlystage-round-for-fundraising-platform-artivest/
26. http://techcrunch.
com/2015/04/21/alphaworks-equity-crowd-funding-platform-rebrands-to-quire/
27. http://techcrunch.
com/2015/04/14/secondmarket-sets-up-transfer-facilities-for-startups-to-manage-secondary-sales/
28. http://www.crowdfundinsider.
com/2015/09/74667-crowdo-iffinancial-institutions-were-borntoday-instead-of-physical-branches-we-would-use-mobile-deviceoutreach/
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29. http://www.crowdfundinsider.
com/2015/12/78914-fundedbymecalls-2015-huge-success-as-itlooks-towards-asian-expansionin-2016/
30. http://www.dealstreetasia.com/
stories/tripartite-alliance-of-coassets-fundedbyme-new-union-advances-singapores-crowdfunding-space-7016/
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31. http://www.dealstreetasia.com/
stories/philippine-smes-becoming-startup-investors-says-ideaspace-8200/
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stories/asian-crowdfunder-launches-in-malaysia-looking-to-enter-singapore-indonesia-thailand-8114/
33. http://techcrunch.
com/2015/03/31/jd-com-startup-crowdfunding/

Onlineremittances
Startups that help people send money to each other or pay for goods
and services online have been growing like weeds, fuelled by consumer demand, increasingly ubiquitous connected devices to make and
receive the funds, and VCs eager to profit from their growth. The entire
banking industry can be disrupted for the better and bricks and mortar banks are “heading for tough times”, according to Taavet Hinrikus,
founder and executive chairman of TransferWise. “Every vertical in
banking is a huge opportunity”. “As a consumer, I’m definitely waiting for
what’s going to come after banks.”

The World Bank estimates that by
2016 there will be more than $700 billion sent overseas between family and
friends, with $646 billion sent in 2015.
“Remittances are now nearly three
times the size of official development
assistance and larger than private debt
and portfolio equity flows to developing countries,” the World Bank writes.
“They exceed the foreign exchange
reserves in at least 14 developing countries, and are equivalent to least half of
the level of reserves in more than over
26 developing countries.”
Startups that help people send money to each other or pay for goods and
services online have been growing like
weeds, fuelled by consumer demand,
increasingly ubiquitous connected
devices to make and receive the funds,

and VCs eager to profit from their
growth. The entire banking industry
can be disrupted for the better and
bricks and mortar banks are “heading
for tough times”, according [1] to Taavet
Hinrikus, founder and executive chairman of TransferWise. “Every vertical
in banking is a huge opportunity”. “As
a consumer, I’m definitely waiting for
what’s going to come after banks.”
Previously Skype’s first employee,
Hinrikus looks to Skype as an example
of the disruption technology can bring.
In a decade the firm, now owned by
Microsoft, has snared 40 percent of the
global market in international calling
-- and Hinrikus believes similar success
stories will soon be found in fintech.
While consumers “don’t really care
about fintech” - or even know what
it is - Hinrikus believes disrupting the
industry will be about making services
more user-centric.
Now that many people are using
peer-to-peer payment services, providers are eager to monetize them. Lose
your luggage on a flight from San Francisco to New York City? No problem.
You’ll be reimbursed, says insurance
giant Berkshire Hathaway Travel Protection. Normally you’d have to wait
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months for a check to arrive through
the mail. Now claims for money for
extra clothes, toothpaste, and shoes
can be deposited in your bank account
before you leave baggage claim. Peerto-peer payments technology, which
enables people to send money to each
other in minutes using a mobile application, is growing in popularity as a tool
for businesses to reimburse consumers.
Forrester Research
estimates that the
total P2P payments
market will reach $17
billion in transaction
volume by 2019.
Facebook, Snapchat,
Square, and PayPal-owned Venmo - all
offer peer-to-peer payment services to
consumers. But none of them generate
much revenue. Preferring adoption to
profits, providers have resisted charging
people fees to send money to each
other.
But sending money to and from
a business? That’s a different story.
Charging fees to corporate customers
will enable P2P payment providers to
make money off the billions of dollars
moving through their networks and
subsidize consumer-to-consumer
activity. “This has the ability to change
the dynamic between a business and a
consumer,” says Barbara King, head of
global personal payments at MasterCard. “It’s resetting expectations around
how people get paid.”
MasterCard doesn’t offer a consumer P2P payment service, but it is
selling the technology to businesses.

It’s charging customers like Berkshire
Hathaway and FreeShipping.com an
undisclosed fee to add peer-to-peer
payments to their own businesses.
Berkshire Hathaway Travel Protection’s
Dean Sivley said those fees cost the
company less money than printing out
and mailing checks or wiring money.
The insurer developed a mobile app
based on MasterCard’s tech to enable
its policyholders to submit a claim
and receive a decision and payment in
minutes. Rival Allstate offers a similar
service powered by ClearXchange,
which is co-owned by Bank of America,
Capital One, J.P. Morgan Chase and
Wells Fargo.

Venmo
(part of
PayPal now)
For some merchants, peer-to-peer
payment technology offers more than
speed. Venmo [2], which is popular
among millennials, will soon enable
its millions of users to pay for items
like food and transportation using its
app. “Merchants are very excited about
this because Venmo users post their
transactions to their friends in the
app, so it’s essentially a form of social
advertising,” said Joanna Lambert,
PayPal’s vice president of consumer
product and engineering. Businesses
that accept Venmo will be charged fees
similar to those of PayPal merchants:
2.9% of each transaction plus a 30¢
charge. The revenue potential is sizable:
Venmo processed $2.1 billion in the
third quarter of 2015. (People sent $1.6B
over Venmo only in Q2 2015 [3] — more
than double this time last year.)

In July 2015 PayPal and Xoom,
a digital money transfer provider,
announced [4] a definitive agreement
under which PayPal acquired Xoom
for $25 per share in cash or an approximate $890 million enterprise value.
The transaction represents a premium of 32% over Xoom’s three-month
volume-weighted average price. Xoom
is a leader in international remittances
enabling customers in the United States
to send money to, and pay bills for,
family and friends around the world in
a secure, fast and cost-effective way,
using their mobile phones, tablets or
computers.

there. Some 10% of global remittances
originate in the U.S., working out to $50
million per year. Saudi Arabia comes in
second place after that.
WorldRemit positions itself as a
disruptive force in this context: it lets
users transfer money at far lower commissions than those charged by larger
outfits like Western Union, and it does
so using online and mobile technology. But it’s still very early days in online
money transfer: only about 5% of remittances are sent online today.

WorldRemit
In February 2015
WorldRemit, a UK-based
startup raised another $100 million
[5] — funding that it will use to continue building out its service globally,
and specifically in the U.S., where it
has laid down roots in Denver. The
funding comes from new investor
Technology Crossover Ventures — the
firm behind mammoth investments in
Vice, Spotify, Minted, Swagbucks and
in earlier days Facebook, ExactTarget
and many more — and existing investor
Accel. This is only the second time
that WorldRemit, founded in 2010,
has raised money: the first time was
in March 2014, when Accel put $40
million into the company. This latest
round values WorldRemit north of $500
million.
Interestingly, the U.S. is the biggest
market for sending money today —
which is one reason why WorldRemit
is doubling down on its presence

Today, WorldRemit lets users in 50
countries send money, and people in
117 countries receive it, giving senders
the option to pay into bank accounts,
cash pick-up points, or into mobile
wallets that can be used for airtime
top-ups. Airtime top-ups are especially
popular: they currently account for half
of all of WorldRemit’s business in Africa.
The last of these — mobile wallets —
looks like it will be WorldRemit’s growth
engine in future years, through partnerships with telecoms carriers. Carriers
play a role in offering mobile wallets to
mobile phone users who may not have
regular bank accounts. One recent deal,
with African carrier MTN, covers 22.5
million users in 16 countries across the
continent. In contrast, cash pickups,
which were 100% of WorldRemit’s business when it first started, now account
for only 30% of its terminations.
Alix Murphy, Senior Mobile Analyst
at WorldRemit, said [6]: “The rapid
international expansion of Mobile
Money services in 2015 demonstrates
the increasingly crucial role that these
services are playing in cross-border
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remittances. By connecting directly to mobile wallets, we are making
sending money as easy as sending an
instant message. Many of our Mobile
Money partners are thinking creatively
about building a broad ecosystem of
Mobile Money as a local payments
platform. Cash is increasingly becoming obsolete as emerging markets
sprint ahead in the adoption of mobile
payments.” In addition to offering
airtime topup, bank deposit and cash
pick-up options, WorldRemit is the
leading provider of instant transfers
to Mobile Money wallets. Meanwhile,
100,000 transfers on WorldRemit are
sent to Mobile Money accounts every
month, equivalent to 25% of all money
transfers. However, more than 50%
of all transfers to Africa are currently
received as Mobile Money. Accordingly, 90 million individual Mobile Money
accounts can be reached as part of
WorldRemit’s network of partnerships
with leading Mobile Money providers
like MTN, Tigo, or Econet.

TransferWise, the company he
founded in London in 2011, is now
worth more than $1bn (£649m) and
already has a two percent market share
in the UK. The company works by
avoiding foreign exchange fees, making international money transfers less
expensive. TransferWise is currently
handling more than £500m a month,
saving customers £22m in fees per
month.
In January 2015 TransferWise raised
a further $58 million led by Andreessen
Horowitz has made good on its promise to cross the pond with a full U.S.
launch [9]. TransferWise has raised $91
million to date. The company, which
also counts Sir Richard Branson, Peter
Thiel’s Valar Ventures, Index Ventures,
IA Ventures, and Seedcamp as backers,
was widely expected to begin offering
currency exchange from U.S. dollar to
any number of its supported 300 or so
(largely European) currencies, after it
announced the imminent opening of a
New York office, which had happened.

For those of you who aren’t familiar
with TransferWise’s proposition, by
employing what it calls a P2P model,
whereby consumers money exchange
needs are matched so that money
doesn’t leave each country unnecessarily, it is able to undercut the banks
and other legacy competitors, such as
Western Union, when sending money
abroad.
On the U.S. launch, Taavet Hinrikus,
co-founder of TransferWise, said in a
statement: “Launching in the U.S. is a
massive milestone for us. We’re setting
out to change the way people send
money around the world, and having
an office and a presence in the States
is an important part of that mission.
Expats in the U.S. will no longer have to
pay extortionate and unfair bank fees
for international money transfers.”
It says that some £3 billion ($4.5
billion) has been transferred on its platform, with cost savings of more than
£135 million compared to traditional

WorldRemit currently employs 230
people worldwide [7]. WorldRemit
says it had revenue of £27 million in
2015, up from £15 million in 2014. The
company made a loss of £10 million in
2014, the most recent period accounts
are available for.

Transferwise
One of the UK’s fastest-growing financial
technology companies is close to
securing a new round of funding valuing it at more than $1bn - Transferwise
is finalising commitments [8] from a
group of investors said to include Baillie
Gifford, the asset management firm. At
least one sovereign wealth fund is also
understood to have been in discussions about backing the money transfer
service, with a funding tranche of more
than $70m expected to be completed.
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It already offered one-way transfer,
from Europe to the U.S., a half way
measure before it presumably had the
regulatory clearance and money lanes
in place needed to provide the “full
TransferWise experience”.
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bank transfers. As a point of comparison, it was only last spring that the
startup said it had passed the £1 billion
transfer mark.

Azimo
In June 2015 Azimo,
a mobile money transfer
startup out of London that was once
feted by Facebook, jumped into the
funding ring with a $20 million raise
[10]. CEO and co-founder Michael
Kent says the company will use the
investment to continue to build out its
operations across Europe and deeper into the community of migrants
who already form the bedrock of its

“If you are trying to get the next two
billion users, it’s going to be in the developing world, and there the ability to
move funds around is more important
than sharing pictures of cats,” he said.
“And the thing about us is that this is
what we do in the developing world.”

services. While Azimo — which was
founded in 2012 and covers 200 countries and 80 different currencies –is
not disclosing its valuation, we have
confirmed with reliable sources that it
is just under $100 million. The Series
B round was led by Frog Capital, with
participation from MCI Management
and existing investors e.ventures and
Greycroft Partners. It brings the total
raised by Azimo to $31 million.

Apart from its own organic growth,
another reason why Azimo is worth
watching is because it has built its
business out precisely on the platform — mobile — and in the markets —
emerging — where much larger tech
companies are also setting their sites.

Currency
Cloud

Kent says that part of what sets
Azimo apart from these others is less
its size but the fact that for now it’s
focused mainly on growing its business
in Europe and specifically among a
demographic that is often neglected
by tech services: individuals who are
often migrants who may earn less than
the average income, and who regularly
send a portion of that income far back
home to family, with Africa, Latin America, Eastern Europe and parts of Asia “all
popular corridors for us.”
“We run up against a lot of patronizing people when it comes to migrant
workiers,” he says. “People assume they
wouldn’t use Skype or social networks
or smartphones. But in fact we found
that Eastern Europeans, Filipinos, and
others massively over-indexed on services like VoIP and social networking,
so in fact it completely makes sense
to sell them digital remittance apps.
Rather than requiring them to walk into
a Western Union and pay more, you
could take the stuff they were using
already for other reasons to deliver
a cheaper and more cost effective
service.” Facebook-based transfers
constitutes around 25 percent of all
transactions these days, he adds.
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In September 2015 Azimo announced [11] a partnership with Singaporean-based company TransferTo
that will allow Azimo customers to
send airtime top-ups to prepaid mobile
phone owners in over 100 countries.
Sending mobile minutes gives Azimo
users an additional option to financially
support their friends and family members across borders. Mobile airtime
transfers are growing in popularity. In
many developing countries, it’s more
likely for an individual to have a mobile
phone than a bank account or credit
card. By providing airtime, Azimo users
are giving individuals in these regions
access to a crucial form of currency.

Kent would not comment directly
about what happened with Facebook,
but at a time before the social network
had launched its own money transfer
operations, and it was already honing
in on how it would expand in emerging
markets, we heard through sources that
the social network had been looking
to make an acquisition of all or part of
Azimo, because while photo sharing
may be a killer app in the West, sending
money is where it’s at in these other
economies.
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Currency Cloud, a UKbased provider of cross-border money transferring services that are in turn
used by a number of money transfer
and payments businesses, has landed
an $18 million round of funding [12].
Currency Cloud is not disclosing
the company’s valuation. The Series
C round — which brings the total
raised by the company since 2012 to
$36 million. Sapphire Ventures — the
now-independent venture arm of
SAP — led the round with participation
also from Japan’s e-commerce giant
Rakuten. Currency Cloud’s existing investors, which include Anthemis, Atlas
Ventures, Notion Capital and XAnge
Private Equity also participated.
Sapphire and Rakuten are very
much strategic investors in this round.
Currency Cloud will work with SAP to
offer its services in conjunction with
those of SAP and specifically to SAP’s
business customer base. Rakuten,
meanwhile, is making the investment
via its FinTech Fund. While those of us
outside of Japan mainly know Rakuten
for its e-commerce efforts, in Japan the
company also offers financial services,
and Currency Cloud will be leveraging

banks and legacy FX exchange companies, such as Western Union et al. —
and to expand the number of currency
corridors it’s able to offer. CurrencyFair
currently focuses on money transfers
between the U.K., Europe and Asia-Pacific.

that when it expands to Asia, likely next
year, CEO Mike Laven told.
The company’s main technology and
product is called Payment Engine, and
by way of an API, this sits as the essential
engine behind a number of other services such as Azimo, TransferWise and
xe.com and many others, over 125 in
total, who have built businesses around
the idea of moving money internationally. More than 150 companies use
Currency Cloud and they in turn have a
total of more than 500,000 end users.
Companies that have linked to the Currency Cloud API include MANGOPAY,
WeSwap and WorldRemit.
The typical competitor to Currency Cloud is a bank, which will charge
more money for similar transfer
services, and will often take longer to
process them, and the idea of integrating those services by way of an API is
virtually impossible because banks typically don’t open up their systems in this
way (they are, in a sense, not unlike old
school telecoms carriers who suffered
the same issue and arguably lost out
on potentially interesting data service
development).
The company processes $10 billion
in payments each year covering some
40 different currencies in 212 countries. Laven says that by the end of
2015, the company will be processing
$1 billion per month in transactions.
Those transactions, meanwhile, tend
to be for around $15,000-$20,000,
with “many” extending to $1 million.
Currency Cloud, he adds, typically
runs its business on “ten percent to
twenty percent basis points” — meaning this is the cut that it takes on those
transfers.
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He adds that most immediately,
the funding will go towards Currency
Cloud’s ongoing ambition to expand
deeper into the U.S. market. Last year,
when the company raised $10 million,
it opened an office in New York. Now it
will be putting more money into building out that business further.
“We double every year and we have
brought out our next generation of
software. We are core to the whole
digital upgrade of the financial world.
Our volumes grew by over 100 percent,
customers over 100 percent, employees by 50 percent. As you walk around
the office you can see there is nowhere
to sit any more.” [13]

CurrencyFair
In April 2015 CurrencyFair
raised a further €10 million [14]. The

round was led by Octopus Investments,
with participation from previous backer
Frontline Ventures. The Dublin-headquartered startup says it will use the additional capital to take advantage of the
growing market for so-called peer-topeer currency transfer — as a plethora
of startups use technology and lower
margins to offer an alternative to the

Money of the Future 2015 | Life.SREDA VC | lifesreda.com

In a statement, CurrencyFair CEO
Brett Meyers said: “The money transfer
sector has seen a lot of attention recently, with customers beginning to realise
the high fees charged by banks when
sending money internationally. These
customers, made up of an internationally mobile workforce, retirees and
foreign property owners, are regularly
sending £2,000 or more in the form of
pay, pensions, mortgages and rents. For
these people we are a great match as
we are virtually unbeatable over £2,000,
sometimes even beating the interbank
rate, which banks, brokers and other
transfer services can’t do.”
In September 2015 CurrencyFair
unveiled [15] a new peer to peer currency exchange app. The app, which
is available for iOS and Android, allows
users of its currency exchange service
to conduct transactions on their smartphones.
“We’ve spent considerable time
building the world’s first truly peer-topeer currency exchange marketplace
so that we have critical mass to release

our app,” said CurrencyFair founder
and CEO Brett Meyers. “The app will
maintain the usability and security of
our desktop and mobile responsive site
that has seen our users transfer nearly
£2 billion to date.”
The company was recently named
the cheapest service for transferring

money abroad by Which? magazine
[16], which looked at the cost of
transferring £10,000 (€13,141) to a euro
account abroad and moving £1,000
into US dollars. Founder Brett Meyers
said the firm is planning to push ahead
with business services in the coming
weeks, promoting its priority transfer
service that will allow businesses to
move money more quickly.

Remitly
In July 2015 Seattle-based
mobile remittance app Remitly
— which lets people in the U.S. send
money to India or the Philippines — has
acquired Talio, a picture messaging
app [17]. Talio will continue to run its
existing app for the time being, but it
sounds like over time certain features
will simply be folded into a new Remitly
app. The terms of the deal have not
been disclosed but the acquisition
includes the hiring of all of Talio’s staff,
including founders Piragash Velummylum and Jordan Timmermann, and its
technology. It sounds like at least part
of the acquisition was made in shares:
with the deal, Remitly will gain a number of Talio’s investors, too. Talio, which
originally launched in 2013 as Wire, had
raised $2.3 million.

crowded with competition, and with
the economics of both favoring scale,
there’s already been a fair amount of
consolidation in both categories.
The company announced [18] its
customers are on pace to transfer $1
billion annually based on the rate of
transfers in December. This represents
an increase of more than 400 percent
from January 2015. This milestone
comes amidst rapid growth for the mobile remittance company and surging
demand for money transfers globally.
The World Bank projects that remittances will reach more than $588 billion
in 2015, with 74 percent of these remittances going to developing countries.
Remitly offers money transfers from the
United States to the Philippines, India
and Mexico, which alone account for
more than 35 percent of all remittances
originating in the United States. The
company will continue to take a customer-focused approach by focusing
on the largest markets as it expands
globally. Remitly’s fast, mobile-first
money transfer service is disrupting the
historically slow and fee-ridden process. On average, companies charge 8
percent in money transfer fees; Remitly
charges a small fraction of that, a huge
savings for customers worldwide.

New competitors

While Remitly and Talio were in
different app categories — respectively
finance and messaging — they have
something in common, besides both
being based in Seattle. Both messaging
and remittance services are over-
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In July 2015 British startup Revolut just raised $2.3M (£1.5M) from
Balderton Capital to make you pay
less exchange fees when you travel
around the world [19]. Also backed by
Seedcamp, Revolut provides an app to
seamlessly exchange or send money, and an optional debit card to pay
around the world or online. Creating a
Revolut account is basically like creating a virtual bank accounts in 3 different
currencies, USD, EUR and GBP. You can
top up your account in any of these
currencies using your credit or debit
card, or a bank transfer.
Step by step, Lydia is unveiling its
product strategy to handle all your
payments. The French startup was still
mostly focused on growing its user
base by providing a Venmo alternative
for French users. But now, Lydia also
lets you pay on e-commerce websites
[20], starting with PriceMinister. The
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app is now also available on the Apple
Watch so that you can just tap on your
watch notification to order something
online.

In the same time Singapore-based
fin-tech startup Toast raised a
US$750,000 seed round [21]. Toast
wants to make sending money “take
less time than it takes to make a piece
of toast”, and also wants it to be used
as a verb: “Toast me!” Its main target
market is Singapore’s large population
of migrant workers who regularly send
money back home to countries like the
Philippines in the form of remittances.
Like most new fin-tech startups offering remittance services in the region
— including competitors such as Hong
Kong’s Bitspark, the Philippines’ Coins.
ph, and Singapore’s CoinPip— the
underlying technology powering it is
the Blockchain. India’s P2P mobile payments startup Momoe Technologies
that allows users pay and split restaurant bills with friends has raised $1,2M
in funding [22]. Mobile wallet Xendit
targets Indonesia’s P2P payment market
[23]. Currently in beta, the launched
version will allow users to connect
their debit cards, send funds to friends
and withdraw wallet funds to a bank
accounts. Although BlackBerry Money
hasn’t gained any traction in Indonesia,
it hasn’t stopped other startups from
aiming at the peer-to-peer payment
segment with mobile based solutions.

coin-based remittance companies such
as Abra, Coins.PH and Rebit.PH and

Philippine fintech-company Ayannah raised $3 million in its Series A
round led by 500 Startups and Singapore-based venture capital firm Life.
SREDA [24], taking the total funding
the company has raise to over the $8
million mark. Ayannah founder and
CEO Mikko Perez told in an interview,
that Ayannah in the past has raised up
to $5.3 million funds from Wavemaker
Partners, the regional representative

of the Draper Venture Network, also
Golden Gate Ventures, IMJ Investment
Partners, Beenos, GREE Ventures,
family offices and angel investors.
“We will likely need to raise a Series B
round,” Perez said. In the Philippines,
digital commerce and payment startup
Ayannah offers a host of digital financial
services that focus on serving the needs
of the 100 million resident Filipinos
as well as the 12 million overseas
Filipinos around the world. Ayannah
has launched and operates two main
platforms – Sendah and Sendah Direct
[25]. Ayannah’s Sendah Remit is a bankgrade SaaS that will allow domestic
cash remittance or ‘Cash Pick Up
Anywhere’ as well as remittance into
any domestic bank account. Sendah
Remit is partnering with traditional
remittance companies such as Western
Union, MoneyGram and Transfast, new
online remittance companies such as
Xoom and World Remit, emerging Bit-
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leading domestic remittance companies such as Cebuana Lhuillier, LBC and
Tambunting, with a grand plan to build
the largest digital payment network in
the Philippines. Although the company
has reached 7,000 point of sale, Perez
wasn’t sure if Ayannah has outpointed
Western Union in terms of network
size. “I think [Western Union] still has an
extensive network in the Philippines,”
Perez said. “We don’t consider WU as
competition.” Ayannah announced last
October that they will aim to offer a
full stack of digital payment platform
from payments, commerce, analytics,
to spur financial inclusion in emerging
markets like the Philippines. He noted,
however, that Ayannah have tie-ups
with banks and big retailers and will
make several announcements in the
first quarter of 2016. In the next two
years, Ayannah aims to grow the largest
digital payment network in the Philippines and achieve a 15 per cent market
share of the domestic remittance market in the Philippines. It also plans to
launch its services in Singapore, South
Asia, Southeast Asia and the US.

Blockchainbased
remittances
In September 2015
Dwolla announced
[26] a new white label
service that lets some
of its biggest customers build their own
real-time payments
systems. But with $1 billion in transaction volume last year, Dwolla founder
and CEO Ben Milne says moving dollars
is just the beginning. “The other forms
of assets are just things to record in the
system and so it seems like an eventual inevitability,” Milne said during an
interview at our Manhattan offices on
Monday. “It’s just a question of which
asset is next, and why?”
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That makes Milne among a small
contingent of imaginative entrepreneurs rethinking the technology that
speeds along Wall Street transactions
of a wide-range of assets, from living
wills to private securities. But what sets
the the Des Moines, Iowa-based Dwolla
apart is that Milne’s company is doing
so without the technology behind
bitcoin, called the blockchain.
At the head of the pack of payments
infrastructure disruptors using blockchain are three companies: Symbiont, creating smart, or self-executing
securities; T0, which will soon make its
“crypto-bonds” available via Bloomberg
terminals; and Digital Asset Holdings,
which is building blockchain securities
on both the bitcoin blockchain and
alternative decentralized ledgers.
“Ultimately, all these things are
complimentary,” said Milne. “We’re all
working towards solutions to similar problems, which is we think that
systems should be faster, they should
have less risk, and we should all have an
easier system to use.”
He wouldn’t say much about which
asset might be next on the company’s
agenda. But he did say that the decision
would “probably be driven by financial
institutions who are utilizing the network.” In addition to an eventual expansion to other assets Milne has his sites
set on business in other countries, and
transactions in other currencies. Founded in 2008, Dwolla is a veteran among
the payments infrastructure disruptors.
But that doesn’t mean Milne thinks we
should expect to see a consolidation of
the industry for quite some time.
Until August 2015, Earthport has
offered two options for moving money
on their rails: fast and very fast. The fast
option works through what is essentially
Earthport’s global ACH network and
takes about a day for funds to clear. The
faster option connects to the various
“faster payments” schemes around the
world and can even enable transactions
in an hour. But through a partnership
[27] with Ripple Labs, Earthport can do
that one better: It can now enable payments between global trading partners
in real time. Ripple Labs is the creator
and controller of the Ripple protocol,

an open source distributed ledger or
blockchain application that allows for
the exchange of value in real time.
Different from bitcoin, Ripple functions
as a payment network (that supports a
variety of currency exchanges), whereas bitcoin is designed to function as
both a currency and a payment
network and a currency.
Stefan Thomas, chief technology officer of Ripple
Labs, wants to build
something he calls the
“internet of value” [28]. “By
value we’re talking about
money but were also talking
about stocks and bonds…
intellectual property... anything
you can think of that might have value,”
he told. When the web was first created,
he says. “You were asking servers to do
stuff on your behalf”. The server has to
do that thing you asked of it, but the
server won’t do it for free At the time
they imagined in the future there would
be an extension into http that would
facilitate these payments - make them
smooth.. “We believe this point in the
future has finally come,”

between two overseas branches. Ripple
now also used by German Fidor bank
and several US banks.
Chris Larsen [31] is CEO and
Co-founder of Ripple Labs, creators of
Ripple, an open-source, distributed payment protocol. Mr.
Larsen also cofounded and
served as CEO of Prosper,
a peer-to-peer lending
marketplace, and E-LOAN, a
publicly traded online lender.
During his tenure at E-LOAN, he
pioneered the open access to credit
scores movement by making E-LOAN
the first company to show consumers
their FICO scores. Also Ripple Labs
hired long-time Yahoo executive and
former Hightail CEO Brad Garlinghouse as its COO [32]. Garlinghouse
joined Ripple Labs as it hits around 100
employees, which is when startups typically bring in experienced executives to
help spur growth.
In January 2015 Ripple Labs raised
$30M [33] from IDG Capital Partners,
Google Ventures, and Andreessen
Horowitz. The deal valued Ripple at
$100M.
Remittances – sending cash overseas – has always been bitcoin‘s killer
app. The guys at Robocoin made it
more killer [34]. Their new product,

Commonwealth Bank is the first
large commercial bank in the world,
that made strategic alliance with digital
currency network Ripple [29]. This
provides a wide rage of new opportunities for CommBank. For instance it may
become a gateway to foreign exchange
markets and such rare currencies as the
Indonesian rupiah and the Vietnamese
dong. Another bank – from Shanghai
– recently announced its partnership
with Ripple. Thus they’re planning to
attract global fintech entrepreneurs.
Besides that there were news about
two other banks [30] out the big four
that are currently experimenting with
the shared public ledger. ANZ has just
created a team for studying Ripple’s
abilities. While Westpac is already testing the blockchain by making transfers
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called Romit, is basically a way to send
cash through a Robocoin ATM to another ATM or merchant account at fees
far lower than other remittance providers. Robocoin runs 20 ATMs around
the world including systems in Hong
Kong, Romania, Italy, and the United
States (including Vegas). To send money you simply slide it into your local
ATM and enter the recipient’s phone
number. The recipient can then pick it
up at a nearby ATM or merchant.
US startup Abra launched [35] its
mobile app for remittances (available on iPhone and Android), which
bypasses the middle men by using the
blockchain and a network of “human
ATMs”. According to the founders: “Abra
merges money transfer and payments
via a single digital cash wallet that
works ubiquitously anywhere in the
world. There is no bank or other third
party involved in managing, storing,
remitting or accepting your money.
Abra represents the next generation of
digital cash applications but without the
technical fuss”.
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WhatsWeFaceTelKaLiVibeSnap Pay
comparison of messengers’
payment functions

Eighteen months ago, Mark Zuckerberg announced an unofficial messengers’ race
for better and faster monetization of a customer base by integrating remittances and
payments. How have the players succeeded so far?

Taking into account that new functions and changes are being introduced
every three-six months nowadays,
messengers haven’t gone far for the
past year. Those (fewer than all) that
have managed to integrate payments,
made them available just in one country with only basic functions.

This infographic from Global Web
Index (April 2015) captures global interest in mobile money transfers as determined by usage on popular messaging
apps around the world. Telegram (89%),
WeChat (81%), and BlackBerryMessenger (81%) came out on top respectively,
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which speaks to the popularity of mobile payments and m-commerce in regions outside North America and within
APCA in particular — with more than
8 in 10 in each group saying they are
very or quite interested in this function.
With online payment processors like
Alipay already more popular than credit
cards in China, it’s not surprising to see
consumers look to WeChat as an easy
way to transfer money between friends.
Mobile is quickly becoming the hub for
not only social but for commerce in
China. And while it’s certainly striking
that Kik, Snapchat and Facebook Messenger come at the bottom of the table,
it’s still around half of their respective
user bases who express an interest in a
money-transfer service — indicating the
size of the potential audience for Snapcash as well as Facebook Messenger’s
rival feature.

WhatsApp &
Facebook
In April 2014 The FT reported that
Facebook is looking at e-money
services — including the ability for
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people to make peer-to-peer money
transfers using money that is stored on
Facebook itself — and has applied for
an e-money license in Ireland as part
of that. Facebook made the rounds in
London in December 2013, and it spoke
to several consumer-facing payments
companies, including the three mentioned in the FT’s report: TransferWise,
Moni Technologies and Azimo. “It was
mainly about market discovery,” said
Mike Laven, CEO of Currency Cloud,
the London-based startup that powers
payments at the back end for all three
of these companies, as well as several
of their competitors. That also provides the imperative for why Facebook
should look for other revenue streams
— not just to diversify revenues but to
help it meet different expectations from
different consumers.
In that regard, while offering money
transfers through Facebook’s main
desktop and mobile apps are definitely
two places for such a service to exist,
there is another where it could make
even more sense: the messaging juggernaut WhatsApp. And yet Zuckerberg
has said WhatsApp could be worth a lot
more money one day. Put these

I am attaching a table with the info I was able to find. (If the cell is empty it means I could not find
anything or it was too ambiguous.) Clearly, WeChat is far ahead of the competition, but like all other
solutions — it is local, for all practical purposes.

together and you can see why Facebook might also be looking very
seriously at how it could move into
remittance. WhatsApp is already used
as a communications network between people in different countries,
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and is particularly strong in developing
countries, touching users that Facebook does not. WhatsApp, it should be
noted, also has made a strong case for
expanding its platform beyond basic
messaging to gain a bigger share of
users’ mobile “wallets.”

against the company.” In Europe,
carriers that have made moves to take
on more mobile payment services
also obtain e-money licenses — pointing to another area where Facebook
potentially would try to flex its financial
services muscles.

The FT reports that another aspect of Facebook’s financial services
ambitions is based around getting an
e-money license, which would allow
Facebook to “issue units of stored
monetary value that represent a claim

In June 2014 Facebook’s poached
PayPal’s president David Marcus to run
its Messenger unit. Marcus joined PayPal three years before when it acquired
his mobile payments company Zongfor
$240 million in cash. In a Facebook
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Payment in other apps
Credit from family and friends
Credit from Others

post announcing his move, Marcus
wrote: “While I was in the middle of my
thought process about what was next
for me, Mark Zuckerberg and I got together. Mark shared a compelling vision
about Mobile Messaging. At first, I didn’t
know whether another big company
gig was a good thing for me, but Mark’s
enthusiasm, and the unparalleled
reach and consumer engagement of
the Facebook platform ultimately won
me over. So… yes. I’m excited to go to
Facebook to lead Messaging Products.”
Using Marcus’ expertise could one day
help Facebook earn significant revenue
from developing nations and the parts
of the world it’s trying to connect to the
web through Internet.org. Mobile payments for digital and physical goods are
starting to become popular in developing nations. Meanwhile, many migrants
send money they earn back to family
members in their home countries, but
are forced to endure extortionate fees.
Facebook could use the ubiquity of its
mobile apps, including Messenger and
WhatsApp, to disrupt the current players in mobile payments and remittance,
earning those fees for itself. In the developed world, this might help friends
settle up for group dinners or shared
taxi rides. But in developing countries,
remittance through Facebook could
become popular if it costs less and
were easier than existing solutions.
In March 2015, as many believed was
inevitable, Facebook has entered the
personal payments space. The company announced Facebook Messenger
will now let you send and receive
money. Facebook was only making
it available to U.S. users for now. The
process to send money is as follows:
message a friend, tap the $ icon, enter
the amount you want to send, and tap
Pay in the top right. Receiving money is
of course much simpler: Open the conversation from your friend and tap Add
Card in the message. If it is your first
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time sending or receiving money, you’ll
have to add a Visa or MasterCard debit
card issued by a U.S. bank to your account. Once that is done, you can create a PIN that will be required the next
time you send money. For those who
want to take extra precautions, add
more layers of authentication to your
Facebook account and/or enable Touch
ID if you have an iOS device. Facebook
claims the money you send is transferred “right away,” but the company
warns you should expect delays: “It may
take one to three business days to make
the money available to you depending
on your bank, just as it does with other
deposits.” In other words, this payment
solution isn’t unique other than the fact
that it’s on Facebook. The big question
is whether Facebook users will trust the
service enough to handle their monetary transfers between friends and not
just payments to Facebook.

WeChat

Among WhatsApp’s competitors,
WeChat has made a strong move
already into offering peer-to-peer
payments on its network, with services
like red envelope. “WeChat payment
registered users reportedly jumped 5
times given the viral effect of the red
envelope app,” analysts at investment
bank CLSA (Crédit Lyonnais Securities
Asia) noted in March 2014 in a recent
report, where they valued WeChat at
some $65 billion in part because of
the success of these services. (Heads
turned when Facebook forked out $19
billion for messaging service WhatsApp
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in February, and eyes popped when
Facebook CEO Mark Zuckerberg said
it was probably worth even more.)
Analysts Elinor Leung and Terry Chen
make the case for how WeChat should
be worth at least two to three times the
value of WhatsApp, which they had previously valued at $35 billion. Although
it looks like WeChat has less users —
around 300 million today to WhatsApp’s
465 million — it has more revenue
streams. “WhatsApp only generates
US$1/download,” they write. “WeChat
could generate revenues from mobile
games, advertising, eCommerce, O2O,
mobile payment and Internet financing. Asia leads the global smartphone
game market especially Korea, Japan
and China. eCommerce, online to
offline payments and mobile payment
are unique business opportunities in
China given the poor offline infrastructure.” One specific area is payments.
Tencent has launched apps to such
as red envelope (for “real money” P2P
transfers) and taxi apps, which it is also
integrating with WeChat. (Users provide

bank, credit card or debit card account
details to WeChat to register, and then
enter a password and verification code
(sent by Tencnet via SMS) to complete
transactions for things like paying bills,
buying things, red envelopes and subscriptions.
In August 2015
Connie Chan from
Andreessen Horowitz wrote, that much
has been written
about WeChat in the
context of

messaging app trends, but few outside
of China really understand how it works
— and how it can pull off what for many
companies (and countries) is still a faroff vision of a world managed entirely
through our smartphones. So why
should people outside of China even
care about WeChat? The first and most
obvious reason is that it points to where
Facebook and other messaging apps
could head. Second, WeChat indicates
where the future of mobile commerce
may lie. Third, WeChat shows what it’s
like to be both a platform and a mobile
portal (what Yahoo could have been).
Most notable, however, for anyone in
the tech business is WeChat’s average
revenue per user or ARPU, which is
estimated to be at least $7 USD — that’s
7X the ARPU of WhatsApp, the largest
messaging platform in the world. How
did WeChat do it?

ciated promotions or campaigns. In
this sense, WeChat gives us a window
into the potential evolution of Western
social networks and buying behaviors if
they, too, succeed in convincing users
to embrace payments on their platforms.
In China, meanwhile, usage of the
WeChat Payments platform is growing
so quickly that WeChat is experimenting
with processing payments offline via
QR codes at brick-and-mortar stores,
live events, vending machines, restaurants, and hotels. The network effects
are obvious and substantial: The more
places that accept these payments, the
more users will jump on board (and it
goes both ways, both offline and online) … benefitting everyone all round.

has given Tencent a kind of “kingmaking power” for Chinese apps (and by
association, internet startups in China)
because partner companies selected
to be part of the WeChat Wallet portal
get instant exposure to hundreds of
millions of users. Who knows what’s
coming next?

Viber
The successful integration of social
media and payments (as discussed in
previous Mondato Insights), has been
demonstrated by the massive growth
of Venmo in the US and of TenPay in
China, among others. While simply
incorporating payments into social

Along with its basic communication features, WeChat users in China
can access services to hail a taxi, order
food delivery, buy movie tickets, play
casual games, check in for a flight, send
money to friends, access fitness tracker
data, book a doctor appointment, get
banking statements, pay the water bill,
find geo-targeted coupons, recognize
music, search for a book at the local
library, meet strangers around you,
follow celebrity news, read magazine
articles, and even donate to charity … all
in a single, integrated app.
That portal takes the form of the
WeChat “Wallet”, which is not a traditional wallet but a menu of carefully
curated, pre-selected service providers that users can transact with after
inputting their payment credentials. It’s
the Trojan horse that allows WeChat to
quickly onboard user payment credentials that then unlock new monetization
opportunities for the entire ecosystem.
To get a sense of how pervasive and
successful this approach has been: At
least one in five active WeChat users are
set up for WeChat “Payments”, a process that begins in the Wallet menu by
linking a banking or credit card to the
user account. Being set up for WeChat
Payments means instant, frictionless
ability to transact on the WeChat Wallet
services, all official accounts that sell
products or services, and any asso-
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Widespread adoption of WeChat
Payments didn’t happen overnight; it
was seeded through lots of proactive
promotion. For example, earlier this
year, Tencent launched a Chinese New
Year campaign where third party advertisers gave away 500M RMB (~$81M
USD) of free cash in red envelopes to
WeChat Payment users in a single day.
WeChat has also been busy creating
tools so that official accounts can
open e-commerce stores that accept
WeChat Payments — essentially making
every business, including mom-andpop shops without advanced tech or
e-commerce resources, an instant obile
store. Beyond these promotions and
resources, Tencent architected, and in
some cases, subsidized the payments
system in WeChat’s early days. The resulting user adoption and portal model
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media will not of itself create success,
social’s success stories have clearly
shown that a large market, particularly
among young consumers, exists for
payment and money transfer options
that are integrated into their social media experience, and by extension into
their daily lives.
It is perhaps slightly surprising
then, that commentators and markets
reacted in a generally negative fashion
to the news, just five days before
Facebook announced its 11-figure
acquisition of WhatsApp, that Japanese
e-commerce conglomerate Rakuten
had snapped up the VOIP and messaging service Viber for USD $900 million.
While not necessarily widely known
outside of Japan, Rakuten is Japan’s
largest online retailer. The purchase of

Line
In September 2014, Line postponed
its IPO in order to focus on growing its
revenue and profit. In December 2014

Viber (with a unique customer base of
300 million at the end of 2013, which
Rakuten claims has grown to over 400
million by mid-2014) appears to be a
very smart move for an e-commerce
entity with a focus on markets in Asia,
where social media adoption and
usage is high and mobile and online
payment options are low. Add into that
mix both the relatively high numbers
of significant international remittance
channels and the very high volumes
remitted in a number of them (e.g.
into the Philippines and India, out of
Singapore, and between Malaysia and
Indonesia), and the potential exists to
create a strong Rakuten ecosystem of
international remittances, domestic
P2P transfers, and e-commerce payments. Rakuten Bank, part of the same
group as Viber, is now offering a P2P
transfer service using Facebook, parent
of WhatsApp, as the proxy. Rakuten
now potentially has a sand box in
which to experiment.
Despite the fickle preferences of
North American and European youth,
however, Facebook still has strong
growth in many emerging markets,
such as in India, where the social network now has over 100 million users,
and Indonesia, where at the end of Q2
2014 it could count on 69 million active
monthly users. Not entirely coincidentally these markets are also of great
interest to Rakuten: at the end of June
2014 the Japanese e-commerce Titan
announced its first foray into India,
12 months after it launched its online
shopping site in Indonesia, following
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on the heels of the establishment of a
presence in both Singapore and Malaysia in 2012. All three markets (plus its
Spanish site) are processed from a new
unified server, and “have already experienced a foreign exchange rate adjusted
703.1 percent increase in sales”. With
large, young populations that are
highly active on social media and with
growing hunger (and means to pay) for
online experiences and products, it is
largely the same dynamics that make
these markets attractive to both of
these online giants.
In June 2015 were some rumors that
Viber is secretly working on a mobile
payments system to be released in the
Philippines. The payment system will
allow Viber users to send virtual money
to each other and perhaps also pay
for services and online shopping. It’s
also possible Viber is targeting the over
12 million Filipinos abroad that sends
over $25 billion in annual remittances.
Since majority of the active Viber users
are ones abroad communicating with
relatives in the Philippines, they have a
captured market. Globe GCash is said
to be the platform that will power Viber
Pay. Being the biggest online messaging app in the Philippines (Viber has 35%
share followed by WeChat at 30% and
Line at 20%, story here), Viber is poised
to make a significant push in mobile
commerce in the country. But rumors
still stay rumors.
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popular mobile messaging platform
Line officially rolled out a new Line Pay
service around the world. Line Pay let
users connect their accounts with a
credit card to make digital payments
anywhere, directly from their phones.
Initially, however, the service restricted
to a handful of affiliated services and
shops, such as Line’s own online store.
The new mobile payment service is
a key part of its plan to expand Line
beyond its core revenue streams.
Though it is currently enjoying strong
revenue growth, Line continues to
compete with other popular messaging
apps, including WeChat, KakaoTalk, and
WhatsApp, and is seeking to diversify
its services. Line Corp’s latest features,
including Line Pay, Line Wow, a food
delivery service in Japan, Line Maps,
Line Taxi, and an upcoming streaming
music service, are part of an effort to

turn its messaging app from a communication tool into a platform that
encompasses almost every facet of its
users’ digital lives.
Over time, the plan is for Line Pay to
became increasingly embedded as an
accepted method of payment in both
online and offline stores. The company
is also provided peer-to-peer payments
internationally, letting friends send
money to each other and even “go
halves” on bills in restaurants. Launching its own payment service does, of
course, make sense, as it looks to ease
the path from your wallet to its own
coffers. And the fact that it’s looking to
enable purchases in physical, bricksand-mortar stores echoes a trend
we’ve seen elsewhere across the online
realm, with the likes of Google launching its own mobile payment system in
the form of Google Wallet.
In August 2014 Line announced it
will create a US$100 million fund the
tentatively titled “Line Game Global Gateway” (for mobile games) in
September. The fund managed under
the Line Ventures. In February 2015
messaging app Line, which aspires to
be more than just a communication
tool, announced that it will launch an
investment fund to grow its network
of services. Called LINE Life Global
Gateway, it is worth about 5 billion yen
(or $42 million). LINE Corp, the messaging app’s owner, will use it to invest
companies that provide online-to-offline (O2O), e-commerce, payment,
media, and entertainment services.
The fund is a key part of Line’s strategy
to make sure that its future earnings
does not depend too heavily on its
messaging app or connected games
platform, which the company currently
derives most of its revenue from. In
September, Line said it was delaying
its initial public offering to “expand
the business globally.” Then during a
company conference the next month,
Line COO Takeshi Idezawa (who was
recently promoted to CEO), declared
“the keyword of our future is ‘life’… Line
is the smartphone gateway for your
life.” Line is the top messaging app in
Japan, Taiwan, and Thailand. Line wants
to increase its presence in Indonesia,
the Philippines, Colombia, and Mexico,
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as well as the U.S., but it’s important
for the company to figure out how to
make more money from its current key
markets while tackling the uncertain
process of growth in other countries.
Offering an array of services in different
verticals may be the solution. One of its
most important recent launches is Line
Pay. The Line Game Global Gateway
fund operates independently from Line
Ventures, although the latter company
along with Line itself are the only two
parties putting up capital. Although Line
Ventures is supplying some of the money for Line Life Global Gateway, the
new organization will be a completely
separate subsidiary. Line does not use
the same investment team for its three
funds. Line keeps the funds and teams
separate because they are focused on
different things. While it is plenty common to have a single investment team
at a single VC firm focus on multiple
verticals, Line’s approach to arranging
its investments is unlikely to ruffle any
entrepreneur’s feathers. The company’s
name brand is strong and it is investing
both in Japan and without.

SnapChat
In November 2014 Snapchat added
a “Snapcash” payments option to its
app through a deal with Square Cash.
You can add a debit card, type a dollar
amount into Snapchat’s text-chat
feature, and hit the green pay button to
instantly send money to a friend.
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Beyond p2p payments, the trademarks could prime Snapchat for ecommerce and payments to merchants as
well. For example, the app could one
day send you a Snap or show a Story ad
from a merchant, and let you buy the
product shown instantly through Snapchat. Depending on how its relationship
with Square Snapcash works, Snapchat
could also potentially cross-reference
payments through Snapcash-users
and Square-merchants connected
accounts.
All their account details are held by
Square Cash. Being featured in Snapchat will net Jack Dorsey’s company
brand exposure and credit card numbers. There may be a financial agreement between Snapchat and Square,
but they’re staying tight-lipped on
that. Snapchat did say it was interested in possibly offering more payment
methods such as credit cards or bank
accounts, though Square only handles
Visa and Mastercard debit cards for
now. The Snapcash deal could be big
for Square Cash’s competitive strategy
as it tries to edge out Venmo, Google
Wallet, and more for the p2p payments
market. None have gained widespread
consumer adoption, even though they
can be extraordinarily helpful. Snapcash
could inject itself into the lives of people who never considered downloading
a finance app — but we still wait…

Telegram
In September 2015 Telegram
announced that now they delivering
12 billion messages a day through its
chat service, according to its founder
Pavel Durov. This announcement of a
2 billion increase from August comes
with a shot against the market leader
WhatsApp. The company last reported

in May that it has over 62 million MAUs.
Durov also disclosed that one of the
things that could be coming soon is a
payments API, which would certainly
help put the messaging service on par
with the likes of Facebook Messenger.
He said that Telegram probably won’t
build the payments product itself, but
would instead partner with third-party
providers.

debit cards, but not yet made a transaction on Kakao Pay.
Kakao said that 10 million transactions have been made through Kakao
Pay to date, with one user sending
$6,400 in a single transaction. 60
percent of its users are females, with
46 percent aged 20-29. “We feel five
million users is a tremendous accomplishment considering the public’s
usual reluctance to adopt new financial

products. 5 million users equals nearly
20 percent of all credit card users in
Korea. Our growth has accelerated as
we continue to add popular and unique
channels (airlines, movie theaters, delivery apps, donations, etc.) where people
can use Kakao Pay. Building up a strong
user base is particularly important to us

KakaoTalk
In September 2015 South Korean tech company Kakao, which was
rebranded from Daum Kakao at the start
of the month, announced that its mobile
payments platform KakaoPay has passed
five million users in the first 12 months
since launch. It’s not immediately clear
whether these are monthly active users
— the number more likely reflects the total registered user base, including users
who have perhaps attached credit or
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because, instead of focusing on transactions fees, we are looking to build
a comprehensive pay platform that
includes utility bill payments, membership point management, automatic
payments and more. We expect to
release these new services within the
KakaoPay platform by 4Q or 1Q 2016,
and we think it will help us separate
from competitors in a big way. As for
other payment services, there doesn’t
seem to be any direct competition as
each service is focusing on specific
areas of mobile payment. For example,
Samsung Pay is looking more at offline
payment with the goal of selling more
mobile devices, while some domestic
competitors, such as Naver Pay, are
looking to build a payment service for
their own shopping channels.”
Joe Seunghyun Cho, the Seoulbased founder and chairman of private
investment group Marvelstone, told
VentureBeat: “Kakao was very aggressive in marketing to make it happen. I
think Kakao Pay is targeting the right
target group — young females.” Beyond
this, Cho pointed out that the “gifting
culture” is also very important to Koreans, and Kakao’s payment offering falls
nicely into that niche, enabling those
kind of transactions between friends
and relatives.

An example
of independent
player
Social payments are fast becoming a
major topic after a number of companies services — including Facebook,
Snapchat, Line, WeChat and Kakao
Talk — introduced platforms of their
own. Unlike those services, which are
aimed at increasing user engagement
and growing online-to-offline business
models within each app, Singaporean-based Fastacash pitches itself as an
intermediator for banks that want to get
into social across multiple platforms.
Vince Tallent, chairman and CEO
of Fastacash, told TechCrunch in an
interview in July 2015, that the company wants to make payments social
in the same way that Mastercard and
VISA have pioneered credit and debit
cards. That, he said, means providing
a technology that allows people to
make payments to friends — and, in
the future, retailers — via the platforms
that they use on a daily basis, be that
Facebook Messenger, WhatsApp,
Twitter, SMS, email, etc. “We’re an
agnostic hub that sits between the
financial and social worlds providing
transaction capabilities and connecting
people,” Tallent said. That’s the thesis
behind Fastacash, a Singapore-based
fintech startup that announced in July
a $15 million Series B funding round
led by Rising Dragon Singapore. Life.
SREDA, UVM 2 Venture Investments,
and undisclosed existing investors also
put money in. The company previously
raised $8.5 million. Product-wise, the
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Axis Bank is the third largest private sector
bank in India. The bank is present in 1,708
cities and towns across India, and also has
overseas offices in UK, Singapore, Hong Kong,
Shanghai, Colombo, Dubai and Abu Dhabi

company is keen to go from B2B2C and
into customer-merchant payments.
Coupons, QR codes and other features
are slated to be added to the service in
the near future, Tallent revealed. Fastacash is aiming to secure 50 partnerships
with banks, remittance firms and other
organizations over the coming few
years, around one-third of which are
scheduled for this year.
For example, in May 2015 Fastacash
with India’s Axis Bank has released a
mobile payments service called Ping
Pay, which allows customers to send
money to each other using Facebook,
Twitter, WhatsApp, email or phone
number. (Axis Bank is the third largest
private sector bank in India. The bank is
present in 1,708 cities and towns across
India, and also has overseas offices in
UK, Singapore, Hong Kong, Shanghai,
Colombo, Dubai and Abu Dhabi).
The bank says the service will help
it to reach young consumers, as social
media websites and smartphones become more widespread and accessible
in India. Access to financial services has
always been an issue in India, where
41% of households are completely
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unbanked, according to figures provided
by the Bank of India. However, India has
over 950 million mobile subscriptions,
which equates to a mobile penetration
rate of 74.6% according to WCIS stats
for March 2015. At the same time, social
media use is growing as internet access
spreads. Facebook already has over 112
million users in India and Twitter has
around 30 million. The bank says that
it sees its new service as part of a step
towards a cashless economy in India,
which already has a large prepaid mobile market. The Ping Pay app also lets
users send mobile top up to a recipient.
Fastacash allows money, airtime and
coupons to be transferred, as well as
digital content.
The actual transfer of funds on
Ping Pay happens via the immediate
payment service run by the National
Payments Corporation of India. The
transaction limit is 50,000 Indian rupees per day, equivalent to about £500.
Customers can send the funds even if
the recipient doesn’t have an Axis Bank
account. Axis Bank account holders can
download the Ping Pay app and sign
up for the service using their registered
mobile numbers and associate their
Axis Bank internet banking credentials
or ATM/ debit card to send money and
mobile recharges. When sending money, the user chooses a social or messaging channel and selects the name
of the person to whom the money is to
be sent. They enter the amount to be
sent and set a “ping code” that is shared
separately with the receiver. Upon confirming the transaction, the money is
immediately sent and the receiver gets
a message across the social or messaging channel selected by the sender.
The receiver has 15 days to transfer the
money to his/her bank account using

IMPS. In the event, the receiver does
not claim the money received within 15 days, the transaction would be
auto-reversed to the sender’s account.
Ping Pay also has ‘Ask for Money’ and
‘Ask for Recharge’ options, which would
allow the receiver to put in a request for
funds and also seek recharge from their
friends and family.

What next?
Money transfers are becoming less
and less of a financial function and
more of a part of communication, a
language you can use to say something. When you are lacking the words
you can shoot a movie, sing, dance,
cook, paint, have sex … Messengers’
initial function was to transfer important
information but over time they have
become more and more emotionally
intense, with their vocabulary, semantic
and social codes. The same will happen
to money transfers. You can say “I love
you” by a hug, flowers or a burger from
a nearby McDonald’s.
So what do we see after more than
one year? Some messengers haven’t
launched money transfers and payments (WhatsApp, Viber, Telegram),
all solutions are operational in one
country (except for Line) with a basic
functionality (except WeChat). Some of
the potential spheres for development
of social payments and remittances are:
Money transfer market is huge but
the market of payments in offline
points of sale is much bigger. If you

get people used to your service
(become top-of-mind) for money
transfers, your application can later
be completed by payment function
(according to the example of some
of the abovementioned players) and
the service will gradually develop a full-fledged mobile banking
functionality. While money transfers
become an “anchor” to attract the
customer base.
How to transform from online-only
and connect offline-experience
with online-technologies (O2O),
as WeChat has successfully done.
But integration with current points
of sale is not very high-tech and will
take a lot of time, as they are not
designed for this. You make your

customer to perform an unnecessary operation if he has to scan
digit-, QR- or bar- codes. What can
be really useful is a service of contactless customer profile recognition and payment without having to
provide any addition information or
start an application.

Such use case of contactless
payments can be implemented,
for example, by integration of such
services with mPOS-acquiring startups or tablet-based cash registers
(like Poynt, Shopify POS and Square
Stand) — we’ll watch Snapchat and
Square in this respect.

There is a huge potential in the provision of such services to unbanked
customers: their demand for and
“pain” about remittances is much
stronger, they are lacking access to
bank services, and at the same time
the penetration of cellular communication, cheaper smartphones
based on Android, social networks
and messengers is extremely high
and constantly growing. In addition,
a 3% commission for money transfers charged by Facebook in the
US seems rather high and there are
plenty of cheaper alternatives, but,
for example, for the Filipinos, who
are paying 10-15% for transfers now
— 3% will be a gift from above.
Development of transfers not only
from person to person (P2P), but
also within the groups (P2M) opens
up great opportunities for crowdgifting, crowdfunding, charity,
groupbuying… Talking about the
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latest one — just a few Western
consumers imagine how e-commerce market looks like in Thailand
or other Southeast Asian countries.
It’s a bunch of small stores that sellers link to their accounts in social
networks and publish pictures of
goods, prices and phone numbers
to communicate with them through
instant messengers. Seller and buyers discuss the size or other characteristics, delivery address and
payment method via messengers.
Then the buyer usually goes to the
nearest bank to make the payment
and waits for the purchase. One
can find here a great potential for
social payments.
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selection of the ordinary staff, to
improve the quality and penetration
of online-KYC and reduce fraud with
online transactions.

you make such regular requests to
relatives and friends, then after an
analysis of customer behavior, you
can use these services and their data

In Asian countries the main players in the
retail lending market are not banks, but rather
pawn shops and microfinance institutions,
and ways to attract customers are much more
complicated and CPE is higher.

Some unbanked countries — such
as India, the Philippines, Vietnam
and others — are lacking centralized credit bureaus. While their
remittances market is huge. Money
transfers (quantity and quality of
recipients, objectives, geography,
frequency and amount) can say a
lot about the credit risk profile of the
person (not only income, but also
funds after all expenses, social environment, geographical activity, target transfers, lifestyle). This amount

By the example of Fastacash we see
that individual small companies develop more sophisticated products
much faster than giants and launch
them in more countries. We also
evidence such interesting use cases
as a request to borrow money
(without interest) from relatives
and friends. What’s remarkable
about it? The demand for remittances is high but the return is low (and
the margin is constantly shrinking),
while lending business is much
more profitable. On the other hand,

of data opens up tremendous
opportunities for big data services
like Lenddo: they can aggregate
and analyze information not only
on transfers, but also the data from
social networks, smartphone manufacturers and mobile operators — in
order to build hypothesis about
your creditworthiness, to predict
the demand for goods and services,
to target advertising messages, to
help recruitment agencies in the

in Asian countries the main players
in the retail lending market are not
banks, but rather pawn shops and
microfinance institutions, and ways
to attract customers are much more
complicated and CPE is higher. People are constantly borrowing small
sums from their relatives, friends
or colleagues — how often they
do it and how timely return, says
a lot about their needs to borrow
money and credit responsibility. If
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to build a huge lending business: at
least sell these leads to the banks, as
a maximum, to build on their basis
large p2p-lending platforms like
LendingClub.
As a result, you can see that all the
giants (except WeChat) haven’t moved
far in their product functionality development and in terms of the number of
countries covered. Some «small giants»
look much more interesting and agile
against their background. My hypothesis is that in the coming year we will see
a series of acquisitions of these players
by messengers. When Apple launched
ApplePay, its closest rival Samsung,
which has been long trying to develop an analog in-house, eventually
acquired LoopPay (currently Samsung
Pay). Having acquired it, the giant has
got not only cash cow, sales system
and customer base (their own customer base is millions bigger and they can
sell anything), but its unique team and
Vision, product and the team’s skill to
quickly integrate these technologies
in different markets. The same logic
would most likely be in new examples.

Fintech for millennials
Intro. Once, a Yelp/Eat24 employee wrote a lengthy blog post to her
CEO, Jeremy Stoppelman, about her
compensation, which she said came
out to about $8 an hour after taxes. A
few hours later, she said she was fired.
It created a hot debate about how
expensive the Bay Area is to live in, and
whether or not companies should pay
entry-level employees more. Here’s
one millennial-age woman’s response
to the former Yelper, Talia Jane [1]:
“After reading your article detailing the
absolute struggle you dealt with while
working for a Bay Area based corporation, I felt it imperative to address
your concerns and, above all,
your obvious need for financial assistance. It sounds like
you’ve hit some real post
Haitian earthquake style hard
times, so maybe some advice
will help while you drink the incredibly expensive bourbon you posted
on your Instagram account and eat that
bag of rice, which was the only other
thing you could afford!”
“I’m not much older than you. I will
be turning the big 3-0 in three weeks
time. It seems like a lifetime ago I sat in
my sophomore year apartment crying
about how I would never again be able
to relate to Baba O’Riley or Scenes
from an Italian Restaurant. But here I
am, having survived my 20’s with some
grace and a lot of humility.” “However,
despite our less-than-a-decade difference in age, it seems we are worlds
apart in the concept of work ethic. But
somehow, I’m not surprised. Those five
little years are incredibly important.” “I
was young and confused and scared, I
wandered into a bar where the old Irish
bartender was a family friend, hoping
he’d give me a drink and some advice
about my plight.”
“Listening to my problems, like most
bartenders do, Mike walked away and
came back with the General Manager
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The biggest issue with
“fintech for millennials”
that you have to understand millennials more,
than fintech.

of the restaurant. After coming in for
an interview several days later, I was
offered a hostessing shift two days a
week that paid fifteen an hour (which
worked out to a weekly paycheck,
after taxes, of $168.00). I agreed to it.
It would be temporary, but it would be
better than making nothing at all.” “Sure,
it’d be great to tell people I was working
for Conde Nast or Vogue, but what
wouldn’t be great would be the fact
that I couldn’t afford to be slave labor,
even if it helped my resume. Reality had
to take over and I accepted that. So I
worked in a restaurant.”
“A year later, I was making enough
money to move into the City with my
best friend. I worked four days a week
making anywhere between $50,000
and $60,000 a year—more than many of
my former classmates with much more
flexibility and far better hours. I was able
to travel three times a year, go out with
my friends, pay rent, pay for groceries.
Above all, I was able to write. And at 26,
I signed to United Talent Agency in LA
and began my journey into television
screenplay writing.” “I dealt with the
pitying looks of my former classmates or
their parents when they would see me
at the hostess stand or walking into the
service station in my heels, laughing to
myself knowing their child was addicted
to coke and hating their “amazing” job.
I paid my dues. I did what I had to do
in order to survive, with the help of my
family. I was gracious and thankful and
worked as hard as I could even if it was
a job that sometimes made me question
my worth. And I was successful because
of that.”
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“But you are a young, white, English
speaking woman with a degree and a
family who I would assume is helping
you out at the moment, and you are
asking for handouts from strangers
while you sit on your ass looking for
cushy jobs you are not entitled to while
you complain about the establishment,
probably from a nice laptop.” “To you,
that is more acceptable than taking a
job in a restaurant, or a coffee shop, or
a fast food place. And that’s the trouble
with not just your outlook, but the outlook of so many people your age. You
think it is somehow more impressive
to ask strangers for money by writing
some “witty” open letter than it is to
put on your big girl pants and take a job
you might be embarrassed by in order
to make ends meet.” “She believes Yelp
should cover the cost of the financial
decisions she’s made which include living alone and accepting that salary, two
options that any sane person would
never make. She believes she deserves
these things that most of us would
call luxuries. You expected to get what
you thought you deserved rather than
expected to work for what you had to
earn. And that’s the problem entirely.”
Coda. McKinsey in their report
“Millennials: Burden, blessing, or both?”
[2] suggest: companies often complain
about the unrealistic expectations of
millennial workers, but heeding their
call to action can improve the work
environment for everyone. Because all
the peoples of the world are part of one
electronically based, intercommunicating network, young people everywhere
share a kind of experience that none
of the elders ever had... This break
between generations is wholly new: it is
planetary and universal.
Yes, the youngest generation differs
from the older ones. But this has always
been true. Can you define everyone
born between 1980 and 2000 by a

handful of generalized characteristics?
You know the answer.
It’s time for leaders of organizations to stop debating the millennial
problem, hoping that this supposedly
exotic flock of sheep will get with the
program. Instead, they should see how
questions and challenges from their
youngest employees can spark action
to help their companies change for the
better. It’s easy to say that young people
haven’t matured enough to resign
themselves to the reality of what’s possible. Yet they are asking an important
question: “Why does it have to be this
way?”. In the process of listening, leaders will soon realize that young people
want the same things we all do.
Even high-performing young
professionals acknowledge the harsh
economic realities they’ve seen and
the stress they experience. Many in
the United States continue to bear
the burden of thousands of dollars in
student-loan debt. Coming of age amid
the global financial crisis, they have also
observed firsthand the weakening of
the social contract as corporate scandals stripped workers of their pensions
and companies cut costs or closed their
doors, leaving committed workers and
their families financially vulnerable. This
has understandably influenced their decisions to join or leave companies and
sharpened their desire to find meaning
and purpose in the chaos of the world
in which they’ve grown up.

People analytics has been gaining
momentum in a wide variety of organizations, but few have thoughtfully used
research to understand their youngest
employees better. Many companies
have learned that employees are eager
to hear from top management. But the
young ones in our research expect this
to happen at hyperspeed: real-time,
two-way communication that accepts
input from everyone, followed by fairly
immediate action. Here, tech firms are
leading the way. Many young people
thrive on collaborative work and support from colleagues, but few companies have figured out how to build a
culture that helps existing employees
to mentor new ones. Personal relationships are crucial for companies anxious
to stem attrition or hang on to their
young workers. This young generation
has grown up watching entrepreneurs
reach the height of success before age
30, taking on responsibilities usually reserved for older executives and
gaining unprecedented wealth. Many
young professionals want a chance
to flex their entrepreneurial muscles;
they chafe at the lack of advancement
opportunity in today’s flat structures.
Any kind of movement that promotes
professional development is a plus.
Young employees, more than their
older coworkers, value the genuine
blending of their work and personal

Millennials also speak of themselves
as hyperconnected globally—always
on—with resulting work behavior
that seems peculiar to some of their
managers. But this natural affinity for
technology provides them with unique
skills and insights that managers can
use. They’re efficient, and they also see
patterns not always evident higher up
the hierarchy.
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lives. Leaders may be apprehensive at
the prospect, but there are simple ways
to make flexibility work. Journeys, a
leading specialty retailer where young
workers make up a large majority of
the workforce, has created a core time
block when all headquarters employees
must be in the office unless they are on
the road for work. In return, employees
are responsible for their results, regardless of their work hours, which they are
otherwise free to choose. Flexibility is
also important to millennials starting
families: many young women, and a
growing number of young men, cite
their families as a top priority and want
more family-friendly policies at work.
But that’s only the start. We understand that implementing most of our
recommendations will be challenging. They change the nature of work,
establishing a new standard for the
way leaders, managers, and employees
interact. Companies will therefore not
only more effectively retain young professionals, who may eventually become
their leaders, but also increase the
engagement of all employees across
the organization.
We’re also optimistic that young
people can help show the way, not because they are so different, but because
they are expressing common human
needs and raising relevant questions
about why more progress hasn’t been

made already. Leaders who listen, who
have long-term horizons and the courage to break new ground, can improve
their odds of building a lasting legacy
that serves generations to come.
New graduates may be working
for more than a half-century. A recent
analysis [3] found that, on average, the
class of 2015 won’t be able to retire
until age 75. According to the Center
for Retirement Research, the latest
trends in Social Security claims imply
that the average retirement age today
is 62—which means that at the current
rate, millennials may end up working
some 13 years longer than their parents.
Of course, that’s all unlikely, but it’s
equally an argument for millennials to
do more right now in order to be able
to retire earlier.
Research shows that millennials
are passion-driven workers. By some
estimates, around half say they would
take a pay cut in order to work for a
company that aligns with their interests.
While pursuing a passion even though
it pays less is admirable, it isn’t going
to help you retire any earlier. On the
other hand, it might be easier to work
longer—as long as you’re healthy—if
you’re doing something you love. But
the fact remains that it’s harder to save
on a limited income.

A Pew survey last year found that
53% of millennials expect to “have
enough money to lead the lives they
want.” Trust in the future is great, but it
isn’t cash.
Millennials are hesitant to invest,
thanks in no small part to the mountains of student loan debt many of them
still face. But while paying down debt
is still a huge priority in the early years
of their career, so is planning for their
retirement. The boom of robo-advisers
is pushing this concept forward.
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“Entitled, tech-driven job hoppers.” That’s how some people might
describe millennials [4], but Brad Harrington was tired of hearing the stereotypes. As executive director of Boston
College Center for Work & Family, he
works closely with millennials, many of
whom are completing undergraduate
degrees and pursuing MBAs.

Compared to other generations, Millennials often have delayed milestones
that indicate adult transition, such as
marrying later, having children later,
and buying a home later.
As large cities are predicted to grow
by 28% by 2030, 100 million more
youth will be added to their populations, according to a recent report

Millennials have a reputation for not
staying at a job longer than 12 to 18
months. In Harrington’s study, however, participants said staying with their
employers was their preferred strategy
to advancement versus leaving their
organizations. In fact, 60% of millennials said they plan to stay in their jobs
to advance versus 25% who want to
get ahead by moving from employer to
employer.
While millennials are more heavily
immersed in technology and know how
to better utilize it than other generations, Harrington says that doesn’t
make them people-averse.
Millennials are less likely to be
bound by gender roles than their
predecessors. In fact, 51% of men said
they would consider staying home if
their spouse’s income was adequate,
while just 44% of women said they

commissioned by the Citi Foundation
from the Economist Intelligence Unit
(EIU) [5]. The study aimed to find out
the difference between the perception
and reality that this “youth bulge” will
have on cities. On the one hand, the
additional population taps a world in
which resources are already scarce; on
the other, such a deep pool of talent
can contribute to a better future.

would want to stay home.
While millennials are willing to work
hard, they’re not willing to sacrifice their
personal life, and work-life balance was
the most important factor in choosing
a job.

And it’s not always a pretty picture.
According to the resulting Accelerating
Pathways report, while young people
surveyed remain optimistic about the
future and favor an entrepreneurial
mind-set, they are struggling to get
jobs. Current global unemployment
levels for millennials are roughly 3.4
times higher than for other segments
of the population. The millennials surveyed also said they are having trouble
getting access to technology, pay
equity, and support networks.

While much as been written about
the social consciousness of the millennial generation, “how much I am helping others” and “contribution to society”
were among the lowest ranked items in
importance of career success measures
for the millennials surveyed.

One global theme that emerged was
how many youth still need financial
support. Over three-quarters (77%) still
live with parents or relatives, and more
than half (57%) receive money from
their families every month. Perhaps that
is why many of the respondents said
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that the stability of a position drives
the reason for the work they do. That
doesn’t mean they don’t want to strike
out on their own. The majority (77%)
dream of working for themselves or
starting their own business. “Young
people may respond positively to policies or programs that foster a mind-set
of measured risk for personal or global
growth, while laying the groundwork
for long-term stability,” the authors
found.
The researchers went on to rank the
35 cities based on their policies and
environments for young people. They
scored them based on 31 indicators
that contribute to young people’s economic prospects—from the city’s GDP
growth and local government policy to
levels of youth engagement, education,
employment, and health.
The optimism felt in this group of
young people across the globe makes
them more likely to move to a different
urban center in order to make connections with mentors, jobs, and new
opportunities—all of which are integral
to boost their economic standing.
Nearly half (47%) of those polled say
they migrated to their current city of
residence to have a better life (taking a
new job or going to school) in the last
five years. Computer and technology
skills are cited as the most desired by
62% of employed youth surveyed.
According to a recent Accenture survey [6], only 15% of the class of 2015
said they’d rather work for large a
corporations than small to mid-sized
companies and startups. But so much
of the wisdom and training out there for
entry-level job seekers reflects the values, needs, and hiring processes more
common among traditional employers.
The early days at a startup can be
equal parts exciting and terrifying.
With few established ground rules,
employees usually need to be jacksof-all-trades more than those at larger
businesses. The upside? Being forced
to improvise and think on the fly in a
fast-changing environment can hone
career skills that might otherwise take
years to learn.
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The TOP10 “Cities
For Millennials” are:
1. TORONTO,
2. NEW YORK,
3. CHICAGO,
4. SINGAPORE,
5. HONG KONG,
6. WASHINGTON, D.C.,
7. LOS ANGELES,
8. LONDON,
9. SYDNEY,
10. MIAMI.

Startup life often gives employees
the opportunity to experiment and see
their ideas from conception to execution. Unlike more formal corporate
structures, which rest on several layers
of approval and oversight, startups are
typically much less rigid. As a startup
employee, you’ll need to take ownership of projects, balance big-picture
thinking with the nitty-gritty details, and
contribute directly to the success (or
failure) of each initiative you handle.
That takes an entrepreneurial spirit
and an excitement for creating things.
Did you build a website during your college days or develop an app? Showing
that you have the initiative to turn ideas
into reality proves you can take the lead
on whatever projects are thrown your
way. You might also consider preparing an idea or two to pitch the hiring
manager during your interview. Having
that kind of forward-thinking attitude
shows you can make an impact by
coming up with creative solutions on
your own. It also shows you’ve done
your homework on the sorts of things
the company already has in the works
and indicates you’re excited to build on
them.
The biggest and possibly most
important lesson you can learn from
working at a startup is how to mess up.
Failure simply comes with the territory.
The excitement that pushes you to try
new things can also backfire, but learning how to move forward afterward is
critical—not just to your career but to
the success of the company. Demonstrate how your own failures have
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helped you grow. Share any relevant
stories about how you’ve overcome
stumbles and missteps—and taken the
time to understand why you made
them. It isn’t about making excuses for
past errors. It’s about analyzing failure
and learning from it, then showing you
can move forward in a mature, professional manner.
If you’re like many millennials, the
startup environment more closely
matches your workplace values and
personal style than more established
companies. Working for a startup can
help you expand your horizons and
gain diverse experience quickly during
the crucial early years of your career.
Keep these tips in mind, and you’ll be
well on your way.
Who says you can’t combine work
and play? Not millennials, at least [7].
Recent research suggests they aren’t
the strictly utilitarian business trippers
their parents tend to be. While traveling
for business, millennials are spending
more company money than their gen
X and baby boomer colleagues. But
before your company puts its expense
accounts on lockdown, it’s worth first
considering how that trend could be an
opportunity rather than a threat.

Enter what some in the travel
industry are terming “bleisure” travel
(to the dismayed groans of others). At
first, “bleisure” only referred to business
trips that were extended for pleasure.
Now the word encompasses leisure
experiences that are woven throughout
a business trip. For example, millennial
travelers use Tinder, the dating app, to
solicit travel advice from locals and find
social opportunities. In fact, the social
dimension of travel is so important to

millennials that hotel chains are redesigning their properties to meet gen Y
demands. Marriott (Moxy), Starwood
(Aloft), Hilton (Canopy) and even Virgin
Atlantic have rolled out new hotel
concepts focused on younger travelers, taking a nod from W Hotels and
Kimpton. These millennial digs feature
stylish interior design, ubiquitous Wi-Fi,
social space, shared workspaces, and
creative amenities like free bike rentals
and happy hours.
Say goodbye to annual performance reviews and rigid nine-to-five
working hours. “This generation of
managers is going to identify metrics
that determine whether people are
productive or not,” says Espinoza [8].
Frustrated with the idea that productivity is measured by the number of
hours you sit at your desk, millennials
are going to focus on better ways to

measure performance. “Things like key
performance indicators will continue
to be a movement,” says Espinoza.
Millennial managers will avoid formal
annual performance reviews, replacing
them with more frequent and informal
feedback systems that allow for better
communication between managers
and employees.
Emotional intelligence is the new
buzzword among millennial managers.
Concepts of self-awareness, self-regulation, and relationship building will be
key to millennial-managed workplaces.
“Millennials are highly relational,” says
Espinoza. While you may hear the old
generation of managers say, “I don’t
want to be friends with anyone who
works for me because one day I might
have to fire them,” Espinoza says millennial managers would never take that
attitude. This generation of managers
will put people and relationships first.
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Millennials are set up to be empowering managers that support employees
in moving forward in their careers.
Millennials are good listeners, and as
managers, will seek out ideas from employees. “Millennials are problem solvers. They want to improve things, not
just defend processes and keep things
the same as we’ve been doing over the
last 10 years,” says Espinoza. Millennials
are willing to try new things, challenge
processes, and think differently about a
situation. They’re also very supportive
and will be more likely to sponsor employees, providing them with learning
and growth opportunities.
Millennial-focused leadership platform Levo launched the Levo 100 [9]: a
list of 100 millennials trying to “redefine the world through their careers.”
According to Levo, the list is meant to
debunk millennial stereotypes, and the

entrepreneurs are proving that age
doesn’t matter when it comes to
achieving success. In the new book
“2 Billion Under 20: How Millennials Are Breaking Down Age Barriers
and Changing the World” [10],
coauthors Stacey Ferreira
and Jared Kleinert shared
the stories of 75 ambitious
entrepreneurs who started
with an idea and turned it
into reality.
Good leaders connect with employees, but the longer you’re at a company, the harder it can be to relate to a
new generation of hires. Sri Shivananda, vice president of global platform
and infrastructure at PayPal and former
vice president of global platform and
infrastructure at eBay, has resolved the
issue through reverse mentoring—
learning from his junior employees
[11]. Early in his career, Shivananda
learned from senior employees. Once
he became a leader, he gave back
by mentoring team members. As he
moved up through organizations and
teams, he realized that his training and
education were not going to be sufficient. “I had adopted my learning from
those who walked the path before me,
but when it comes to learning about
what’s trending, the folks I needed for
help were a completely different set of
people,” he says. “These are the younger members of the organization. They

selection process assessed things like
zeal instead of just financial growth.

have the keys to trends and information
I wasn’t being exposed to.”

Most millennials are not motivated
by money at all, instead aiming to make
the world more innovative and sustainable. And according to the Deloitte
2015 Millennial Survey, about 8,000
young professionals from 29 countries
believe the world is getting business
wrong today.
Wisdom often comes with maturity, but a growing number of young

Shivananda says reverse mentoring
also helps leaders connect with millennials. “Often leaders look at millennials
and don’t understand them,” he says.
“Reverse mentoring gives me an opportunity to do that, not just by learning
in terms of technology, but by engaging and maximizing the workforce. It
gives me an ability to demonstrate that
this is a place to come to work and
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be appreciated. Somebody wants to
understand and learn from them.”
The next big step is for organizations to also begin thinking about
Generation Z [12], those born in the
mid-’90s to early ‘00s. Generation Z
currently makes up a quarter of the
U.S. population, and more than 20
million of them about to enter the
workforce, all fueled by their own
motivations and needs.

Snapchat
as mirror of
millennials and
their needs

In case there was any doubt that
Snapchat wants to be the mobile
generation’s mass media, it’s added
Cosmopolitan Editor-In-Chief Joanna Coles to its board of directors [13].
Cosmo and the startup were already
connected as the women’s magazine
runs a Snapchat Discover channel.
Coles also interviewed Spiegel on stage
at Cannes last year. WWD reported the
news and Snapchat has confirmed to
me the addition.

younger demographic with the launch
of an official account on social media
service Snapchat.
If you still think Snapchat, a company valued at $16 billion, is just a teen
sexting app, you’re not listening to the
kids [14]. In a mere 15 months since its
first Live Story, Snapchat has transformed itself from a photo-based messaging app into the singular obsession
of the media and advertising industries.
“We have two major businesses,” says
Snapchat’s chief strategy officer Imran
Khan. “One is communication, and the
other is entertainment.” Communication—a string of messaging products
including photo and video sharing,
voice calling, and texting features, as
well as a tool to exchange money on
the service—will, in the near term at
least, be monetized through 99¢ snap
replays and branded photo filters. What
has everyone atwitter about Snapchat,
though, is its entertainment ambitions—
the company’s attempt to build both
a distribution channel and a content
lineup for 13- to 34-year-olds, who
make up 86% of Snapchat’s U.S. users.
Think Comcast for kids.

and ESPN as well as digital-first ones
such as Vice—producing professional
content, often exclusive to it. How big is
Snapchat already? The company claims
that more people watch college football on Snapchat (via a packaged Live
Story) than on traditional TV, and top
Discover channels attract more viewers
than all but a handful of premium cable
channels.
Players in Silicon Valley, Hollywood,
and Madison Avenue speak of Snapchat’s potential with awe, bewilderment, and more than a little fear. But
what, really, is Snapchat’s strategy? Can
the app truly be the long-awaited digital
beast that slays traditional TV? Nobody
can precisely explain why Snapchat
is so popular. Even supporters call its
products “confusing,” its business a
“conundrum,” and its cofounder and
CEO Evan Spiegel a “contradiction.”
Spiegel himself has struggled to define
the service: This summer, he published a curious video entitled “What Is
Snapchat?” that befuddled viewers. Sir
Martin Sorrell, CEO of the advertising
conglomerate WPP, points to how the
youngest generations are embracing Snapchat with unique patterns of
behavior, then adding, “so Snapchat
seems to be really on the cutting edge,”
as if that explained the cause and effect
of its success.
Cocky, erratic, difficult, petulant—
these are some of the ways Spiegel is
described by those who would give

For Snapchat to turn all its attention
into a business, it needs to find a way
to merge advertising with its content.
That’s a challenge since much of what’s
watched on Snapchat is amateur-made
clips sent between friends or posted
on Stories. Injecting ads into these
experiences could feel interruptive
and uncool. After expanding access
to President Obama’s State of the
Union address by making it available
on Amazon for on-demand streaming,
the White House is now targeting the
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The TV business, though, is desperate enough to reach millennials that it
is racing to work with Snapchat. The
service boasted in September that it has
more than 4 billion daily video views,
a figure that has doubled since June
and now matches Facebook’s scale,
despite Snapchat having one-tenth of
Facebook’s daily user base. In addition
to Live Stories, earlier this year the
company launched Discover, a network
of name-brand channels—traditional players such as Comedy Central
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anything to work with him. He is disrupting the traditional media landscape,
yet embracing its most established
formulas. The 25-year-old CEO is an
opinionated, independent paper billionaire who until a year ago still lived with

his father. He’s a notoriously private
media mogul who dates a supermodel.
Virtually every partner, advertiser,
and investor quoted in this story is older
than Snapchat’s millennial sweet spot.
Spiegel wants their content and their
money, but he’s building Snapchat for
the Andrew Wattses of the world. Daily
Mail’s Jon Steinberg, 38, jokes that
Snapchat is the first product that ever
made him “feel kind of old”; he recalls
emailing Spiegel to suggest an interface
change he found confusing. “He wrote
to me and said, ‘People will figure it
out—you’re not really the target.’“ In
other words, Snapchat isn’t for you, old
man! “That was kind of profound for
me,” he says. “Every teen I see using this
thing has no problems with it.”
Much like its peers, Snapchat thinks
it can revolutionize brand advertising
for digital platforms. “There’s a
tremendous pent-up demand
for big-brand advertisers to
allocate their brand advertising to digital,” Snapchat’s
chief strategy officer Imran
Khan told Fast Company told
[15]. Most advertisers are still
pouring resources into television and
print media—this year alone, advertisers
allegedly spent $32 billion on magazine
and newspaper ads—but social media
companies like Facebook, Twitter, and
YouTube are all betting they can strike
gold when the ad industry begins to
rely exclusively on digital. A key rationale for why tech giants like Snapchat
should target big-brand advertisers is
because it can be difficult to judge the
success of a campaign, which means
advertisers with smaller budgets may be
turned off by the lack of obvious results.
But for a brand like Taco Bell, throwing
money at a digital platform like Snapchat makes sense as part of a national
campaign. Taco Bell’s chief brand
engagement officer told that Taco Bell
has been more successful on Snapchat
than on any other social network—but
comparing that success to other efforts,
such as TV ads, is a challenge.
“We learned we needed to adjust the
way we talk to Snapchat’s audience,
because they detect when it’s advertising,” says Coca-Cola North America
content SVP Emmanuel Seuge. The
company’s ads repurposed from TV
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and other social networks performed
poorly during Snapchat’s Live Story for
the NCAA Final Four tournament. The
soda brand continued working “hand in
hand” with Snapchat to develop more
ad programs; not long ago, as part of
Snapchat’s back-to-high-school Story
featuring scenes from kids’ first day of
classes, the completion rate for a Snapchat-exclusive 10-second Coke spot
shot up to 54%.
Still, brands like
Coca-Cola are eager
to invest money
and resources into
Snapchat as the
company fine-tunes
its advertising push.
“[Snapchat] is not going to get held
to the same sort of rigorous metrics
that we can now put in place for other
vendors with more granular data,”
Coca-Cola exec Ivan Pollard explained
to Fast Company. “We’re willing to risk a
bit of money to learn.”

What millennial
want from
banking?

Goldman Sachs has released a study
“Millennials: coming age” [16]. It is one
of the largest generations with the
greatest purchasing power. However, it
needs completely different services and
ways to do business.
A smart device that tracks your
spending and makes purchasing
recommendations according to your financial means, a silent savings platform
that automatically takes a percentage
of your monthly income to save for the
future before you can spend it, and a
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new credit rating system which uses a
wider frame of reference—eBay ratings,
for example—are among the ideas to
emerge as a result [17].
“We were intrigued by the recent
Millennial Disruption Index identifying
which industries in the U.S. are most
likely to be transformed by millennials,
the largest generation in American history, which put banking at the highest
risk of disruption,” Rufus Leonard Creative Director Louise Jorden explains.
‘Millennials’ regard banking and
financial services as overly complex
and old-fashioned needing simplification and synchonrization with younger
customers’ behaviors and needs. Brand
loyalty in banking is very low among
this age group—99% claim to be ready
to swap banks, and 12% would swap
bank brand for a free monthly coffee.
‘Millennials’ are especially concerned
about the ethical behavior of the banking and finance industry—1 in 3 18- to
24-year-olds most value sustainability
in a bank, for example (above and beyond digital experience). Younger bank
customers want greater control over
their finances with banks more open
and inclusive in the decision-making
processes they employ to manage this
group’s money. Though they are also
least likely to see the benefit or value in
visiting a bricks and mortar bank, they
are hungry for further innovation in
banking online.
The banking industry is ripe for
change with the rise of fintech startups,
the growing popularity of blockchain
technology, and the dominance of
millennials [18]. Banks should take
a note from startups. Startups have
experienced massive growth in a short
amount of time for a variety of reasons.
First and foremost, they know how to
run lean and have mastered the art of
streamlining their operational processes
on both the front end and back end.
The most innovative startups are
also investing in something that very
few banks have historically paid much
attention to: branding. Consumers buy
into brands, and startups know that
an investment in branding can serve
as a key differentiator for a company.
Branding is much more than just a logo

and company colors; it is a highly-developed roadmap of a company’s
identity, defining the manner in which
that company communicates, what
they believe in as an organization, and
providing context for how they operate
and why. Investing in branding allows
companies to become more “human,”
allowing them to resonate with key
audiences in an authentic manner and
build trust and loyalty among their
consumer base.
Lastly, startups regularly invest in
data collection and data management.
For all decisions, whether minor or of
great importance, startups use data
to make strategic decisions that result
in profitable outcomes. They are able
to profile their client base and target
audiences through data analysis and
in turn, make valuable assessments
about behaviors and spending habits. Banks have access to enormous
amounts of client (and demographic)
data, but many of them aren’t utilizing
these informational goldmines to their
advantage.
As they have been society’s fastest-growing demographic in recent
years, Millennials have continuously
been a hot topic of conversation in the
banking industry. Given the dominance
of the Millennials, banks must now
prioritize their approach to attracting
constituents of this key demographic — both as clients and as employees.
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If they haven’t yet asked themselves,
bankers should focus on this one question: are we speaking to the Millennial
audience and offering them the mobility, growth and development they are
looking for?
“Millennials are also investing, lending, and sharing money much differently than their parents, and they are
assisted by a growing set of tech-driven
tools to do so,” writes CB Insights. New
York-based CB Insights updated its list
of the “63 FinTech startups targeting
millennials” [19]. The list includes robo-advisors like Wealthfront and SigFig,
personal investing sites like Motif and
Robinhood, and savings and finance
trackers like Acorns and Hello Digit.
Every generation has its financial
goals [20]. For much of the past few
decades, the goals have been independence through home and car ownership along with a growing retirement
account to supplement Social Security
and pensions. Millennials have entirely
different life goals, and yet, financial
institutions have yet to respond with
the kinds of products needed to satiate
them. Just to start, this generation
has the greatest levels of student debt
in the country’s history. That means
that almost all the products currently
offered by banks are mostly irrelevant,
since major purchases like homes will
be pushed back, perhaps indefinitely.
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Amazingly, we have seen almost
no innovation in student loan lending
from the traditional banks, while there
has been tremendous innovation in the
market from startups like SoFi, Earnest,
CommonBond, among others. What
gives? Imagine if the first thing a traditional bank said to a college graduate
and potential new customer was “open
an account, and we can help you refinance your student loans with a lower
rate and save serious dollars during
repayment.”
There are all kinds of other financial
products that traditional banks should
be engaging with. Newer models of
credit scores, like those from Affirm,
could greatly help younger workers find
loans. RobinHood and others are trying
to show that stock trading fees are
obsolete. Banks have so many opportunities to engage with millennials, it is
disappointing to see how much they
have ignored this demographic.
Yes, millennials are annoying customers, but here is the irony: everyone
wants these features. Consumers want
to be able to manage their finances
from their phones and tablets while
limiting their visits to bank branches and
bank tellers. Plus, everyone hates bank
fees, particularly their complexity and
lack of transparency.
The difference today is that millennials are willing to shop elsewhere,
because we are simply not going to

accept that these are the only products
on the market. We are willing to try new
startups and their innovations, since
they speak our consumer language
while the traditional banks do not.
Goldman Sachs highlighted some
emerging trends that it said need to
be on the radar for investors [21]. The
seven topics Goldman explores — and
two of them: how the blockchain could
disrupt everything and the effect of
America’s youngest cohort Gen Z. As
the oldest Gen Z’ers enter their mid- to
late-teens, Goldman said this cohort
will soon surpass Millenials in size and

that their influence is already evident.
The group is the most diverse to date,
digital is at its core and it’s decidedly
financially conservative, according to
Goldman analyst Christopher Wolf.
“While not the first generation of youths
with a desire to be heard, Gen-Z is
arguably the first with the means,” he
added.
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useful personal
financial management
services

People are more than just their credit scores [1]. This opportunity moves us beyond the
credit score to a more nuanced, shared measurement of peoples’ financial health. In this
view, traditional credit scores are but one indicator of overall well-being. But there are
other measurements that also matter to both consumers and providers. How are people
doing managing their daily finances? Do people use systems and products that make
them resilient to unexpected financial challenges? Are people able to achieve major
financial objectives — such as buying a house or retiring comfortably?

Taking a “financial health” lens is
what consumers already do naturally.
They’re already thinking about their
daily financial management, how resilient they are over time and how they’re
preparing for long-term opportunities.
Providers could adopt both this language and this lens to meet consumers
where they are, help them quantify their
financial health and give them the tools
to improve their lives over time.
The focus is not, then, on a number — the focus is on peoples’ livelihoods. This benefits financial services
providers. Knowing more about
customers’ systems and financial health
trajectory can help providers make
better decisions about credit worthiness. A change in financial health
can trigger marketing moments for
providers to reach out to customers —
and help avoid emergencies by offering
other product options. Plus, using a
broader measurement can open the
door to include the millions of people
without scores, with low scores or with
mis-understandings about their scores.
When consumers and providers alike
take a financial health perspective, the
challenges associated with credit score
exclusion, awareness and financial
impact diminish.
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Whether you could use some help
managing your email inbox, keeping
your spending under control or maybe
just earning a higher interest rate on
your savings, there are several tools
[2] that can make money management easier. As long as entrepreneurs
hunt for ways to disrupt the traditional
financial industry by offering more
customized products that make it easier
to save, consumers stand to benefit.
“The financial space has been dominated by legacy institutions for a long
time,” Prism’s Griffin says. “Consumers
are going to be pretty delighted over
the next two to five years with products
coming out that make finance not so
scary, not so intimidating and are very
aligned with their needs.”
LearnVest (US)
For providing comprehensive personal
financial planning at
an affordable price [3].
Do you have enough saved for a rainy
day? Should you pay down your credit
cards? These are the kinds of questions
that everyone encounters at some
point—but individuals with big questions and small bank accounts often
have a hard time finding anyone to
give them good advice. LearnVest fills

Money of the Future 2015 | Life.SREDA VC | lifesreda.com

this niche, estimated at 40 million U.S.
households, vwith a blend of technology and human touch. For $299, one
of LearnVest’s 50-plus planners will
speak with a client on the phone, draw
up a financial plan, and then walk the
client through it. For $19 per month,
users get continued support via email,
plus access to premium educational tips. LearnVest also has a website
and an app to help users track their
progress; the company grew out of
the initial website, which was launched
in 2009 as an education resource by
Financially Fearless author Alexa von
Tobel, and now draws 1.5 million visits
per month. LearnVest just forged a
deal with Fidelity Institutional to make
its services available to individuals with
workplace retirement plans.
Alexa von Tobel (guest of “Money of
the future” conference) , whose startup
LearnVest was featured on our list of the
world’s Most Innovative Companies,
has sold her company to Northwestern
Mutual for what sources tell Fortune is
more than $250 million [4]. The startup
raised $75 million in venture capital, with
Northwestern Mutual investing in its
most recent round.

Von Tobel, a business-school dropout, launched the New York-based
company in 2009, and originally targeted it toward women to help them
better understand and manage their
finances. The site eventually expanded beyond those early ambitions and
eventually grew its user base to around
1.5 million visits per month, offering a
personalized and education-focused
alternative to competitors in the space
such as Mint. LearnVest offers some
free applications, but also charges for
premium services. For example, users
can pay to consult with one of the
company’s on-staff financial planners
to get a fuller picture of their financial
outlook and how to more smartly
budget their money.

Northwestern Mutual gets a fresh
sheen of branding, which will likely help
the 158-year-old financial firm appeal to
younger generations. While this partnership may seem unlikely at first, it actually
makes a lot of sense for both parties [5].
The acquisitions market is thriving as
well. Intuit acquired bill pay app Check
for $360 million last May and budgeting platform Mint.com for $170 million
back in 2009. More recently, Capital
One bought budgeting app Level for an
undisclosed amount.
The success of LearnVest and other
fintech startups provides a number of
valuable lessons for young companies in any sector. To start, LearnVest
picked a pain point that really needed
a solution. Americans are drowning in
debt. U.S. consumers owe $11.52 trillion
to lenders and creditors. An astonishing one in three American adults with
a credit history are delinquent on their
debt and the average family has $7,630
in revolving debt.
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LearnVest’s growth also stemmed
from the fact that its target audience
was millennials. By focusing on millennials, LearnVest tapped into a valuable
and underserved group of consumers.
LearnVest also leveraged data
science in order to better serve its
customers, building it into the company from the get-go. Data science
is essential to building a successful
company today. Advancements in big
data, analytics, and machine learning have enabled companies to gain
greater insight into their customers than
ever before, not to mention provide
personalized recommendations and
even make predictions.

In addition to solving a big pain
point, catering to millennials, and
leveraging data science, LearnVest also
mastered the art of communicating its
overarching vision. Alexa von Tobel is
more than the CEO of LearnVest — she
has emerged as a well-known thought
leader in the financial tech space. She
authored a New York Times bestselling
book titled Financially Fearless, actively
contributes to prominent news outlets,
and regularly speaks at conferences.
She has also been named to scores
of “top” entrepreneur watch lists and
is widely known as an expert on and
advocate for financial health. Her
vision and persona have been a major
driver in the success that LearnVest has
achieved.
The company plans to continue
operating independently and Northwestern Mutual will use LearnVest’s
technology with its own clients and
financial representatives. It may seem
like a surprising partnership, but as
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Northwestern Mutual CEO John Schlifske told Forbes, “this was very clearly a
match made in heaven.”
Aviva Druyan, head of talent acquisition, shares what she’s looking for in
new hires [6]. “We look for people who
want to learn and can scale with LearnVest’s incredible growth. Outside of the
obvious—experience, ability, a good fit
with the team and company culture—we
value candidates that deeply care about
our mission of empowering people
nationwide to make good decisions
with their money. We look positively on
candidates who will challenge the status
quo and who are able to both think
strategically and execute.” “Between our
New York headquarters and planning
hub in Scottsdale, Arizona, we have over
150 employees, and we’re adding to that
number frequently. We are in constant
hiring mode. We have many open positions, and we’re moving into new offices
in New York City in 2016 to support this
growth.”
Level Money (US)
In early 2015, Capital
One announced it had
purchased Level Money
[7]. The startup will now
continue on as a part of Capital One,
but will remain a standalone application. The Level Money team of 11 will
also stay together, including co-founder and CEO Jake Fuentes. Terms of the
deal were not disclosed. The startup
had raised $5 million in Series A funding
led by Kleiner Perkins Caufield & Byers.
When Level Money co-founder Jake
Fuentes graduated from college, he
had $33,000 in student loan debt and
$11,000 in credit card debt. He wasn’t
happy with the financial tools he had
at his disposal to help manage those
debts. “We’re surrounded by money
management tools that for lots of
people are way too complicated. We
take all that information and simplify it
down to its essence,” he says. Managing
your money should feel as simple as
opening up your wallet and seeing how
much cash you have left, he adds.

Level Money attempts to do that by
connecting to your accounts. The app
then reviews your expenses, recommends a savings rate (for most people,
it’s around 7 percent of income) and
advises you on how much you have
left to spend. If you walk into a grocery
store, the app might inform you that
you have $23 left to spend today and
$67 for the week.
“What we’re trying to deliver is
confidence,” Fuentes says. “We think
we can deliver a sense of peace and
Zen about decisions and take away the
sense of stress and anxiety that exists
around money for a lot of people.” Most
customers are millennials, he says,
and the company, which launched in
October 2013, was recently acquired by
Capital One. The app has been used by
about 750,000 people, and has helped
its customers manage over $12 billion
in transactions.
“Level is dedicated to rewriting the
financial rulebook to create a secure
future for the next generation.” That’s
budgeting app Level Money’s stated
mission [8], which can be found on
their website’s “About Us” page. But
even as lofty as that objective sounds,
Jake Fuentes says the company’s sights
are set even higher. “Basic everyday
money management,” he suggests,
could be “the first step toward changing—or creating—the next generation’s
banking structure.”
Jake wants to relegate money to a
place where it’s “not the center of our
lives.” According to Fuentes, “There’s
a gulf between the way that financial
institutions communicate”—through
accounts, transactions and interest
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rates—“and the way that humans
understand their money.” Level wants
to bring the old-school wallet back,
packaged in the form of a highly sophisticated but elegantly simple app. Its
central feature, the “Spendable” page,
estimates how much you have left to
spend today, this week and this month.
The Spendable number is generated
initially by populating three inputs: our
monthly Income, recurring Bills and the
desired AutoSave amount we choose to
set aside. The balance is our Spendable
cash flow.
NerdWallet (US)
NerdWallet had
raised $64 million in
May 2015 in its first
round of funding [9],
far more cash than it needs to run
the personal finance startup, in part
to underscore its growth and show it
has the potential to one day be valued
at over $1 billion. NerdWallet also has
a $36 million revolving loan from
Silicon Valley Bank. Venture firm IVP
led NerdWallet’s funding round, with
participation from RRE Ventures, iGlobe
Partners and others. NerdWallet was
founded in 2009. The funding round
values NerdWallet in the mid-hundred
millions. Since the beginning of 2014,
just eight U.S. startups have raised
Series A funding rounds of $50 million
or more, according to CB Insights, a
consultancy.
The cash, an outsized sum for initial
funding, will serve as a signaling device
as much as it will help NerdWallet expand, said founder and Chief Executive
Officer Tim Chen. “I really think that
winning in this market is about attracting the best talent out there,” said Chen
about his personal-finance advice
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company. “The more talent, the better.”
While the San Francisco-based company has already attracted top engineers
and product managers from companies
such as LinkedIn Corp and Twitter Inc,
having such a large first check from a
top-tier venture capital firm, IVP, will
help it recruit more in Silicon Valley’s
tough job market, he said. A recruiter
says the strategy makes sense. “It’s like
a seal of approval,” said Karen Myers,
co-founder of the Talent Farm. When
helping recruit for Lytro, the industrial
camera company, the ability to tout the
company’s $50 million initial funding
round helped considerably. “It was a big
deal,” Myers said.
NerdWallet, whose competitors
include companies such as Bankrate
Inc and Credit Karma, makes money
from fees earned by matching consumers with appropriate financial products,
such as credit cards. It is profitable,
Chen said. The company helps consumers understand how to pick the
best life insurance, say, or financial
decisions they need to make around a
major life event such as buying a house
or having a baby.
Last year, 30 million
people used NerdWallet [10] to get financial
advice on a range of
subjects. The company
offers comparison shopping tools on financial products including: healthcare;
mortgages; life insurance; banking;
credit cards; financial services and
wealth management; small business
tools, and college loans. “To be honest,
I want to cover every substantial financial decision that anyone can make in
their life,” said Tim Chen. “We’re talking
about a shitload of big decisions there.”
Chen’s company is squarely focused
on the content business for now, but
NerdWallet may have eventual aspirations to provide financial tools as well
as financial advice for a new generation
of financial services consumers. Already
other companies like Credit Karma and
Feex, have seized on NerdWallet’s mission to provide unbiased information
to consumers about the financial tools
that they use. But unlike those companies, Chen’s vision is all-encompassing.

The company would not comment
on its revenue except to say that it
would look to grow its staff from 200
to 300 employees by the end of the
year and that the hiring push could be
done without touching the new $64
million in cash sitting in the bank or the
$36 million revolving loan the company
received from Silicon Valley Bank as
part of the latest financing.
According to the company, it has
partnerships with eight undisclosed
banking and credit card companies and
has managed to scoop up high level
executives from companies like Box,
J.P. Morgan, LinkedIn, Visa, and Zynga.
As a result of the investment Jules Maltz
from IVP and Tom Loverro from RRE
Ventures will take a seat on the board.
Soo Boon Koh, iGlobe’s managing
partner and founder will have a seat on
the board of advisors alongside James
Robinson III, former American Express
CEO, Vikram Pandit, the former CEO of
Citigroup, and David Henke, the former
SVP of engineering and operations at
LinkedIn and Yahoo.
Qapital (ex-Sweden,
now — US)
Millennials aren’t
saving money. When
you’re living paycheck
to paycheck, Excel spreadsheets are
not always the first thing on your mind.
Services like Mint give you a broad look
at your finances, but there’s something
missing in the app-focused millennial
toolbox for saving toward goals. Swedish startup Qapital launched its saving
service in March 2015 to help you
regularly put away money for big-ticket
items and trips, but today they’re releasing something new: IFTTT (If This Then
That) functionality [11]. Now you can set
up savings triggers to automatically put
money toward savings goals every time
you buy from Starbucks or walk another mile. Qapital hopes this new feature
gets more millennials saving toward
their goals—and maybe paying more
attention to just what they’re spending
their money on.
Qapital grew out of the Swedish
financial tech scene, built by ex-bankers who saw opportunity in millennials’
irregular saving behaviors. Qapital first
built a Mint-like service for Swedish
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users to track their finances, but
decided to build a completely new
product in the U.S. The U.S. market
was a better pitch for venture capitalists, says Qapital CEO and cofounder
George Friedman, but U.S. financial
startups had already created data
access pipelines to data from big U.S.
banks. Qapital partnered with one of
these, Plaid, so Qapital could focus
on their service. “American banks
are much more open to innovation,
believe it or not. The API for bank data
is available in the U.S.,” says Friedman.
“So [partnering with Plaid] helped us
go to market, because in Sweden, we
would have had to build in all funnels
to banks ourselves. With partners, we
can be the front end layer, and now
we’re 100% focused on the U.S.”

American users can set up separate FDIC-insured Qapital-branded
savings accounts into which they can
automatically drop money from their
existing checking accounts. Being able
to use IFTTT recipes to link Qapital
users’ walking, buying, or even web
surfing behaviors with financial planning expands the saving service into
something of a lifestyle app. Rewarding yourself with a deposit every time
you reach a goal creates a positive
feedback loop, while depositing
money in your savings account every
time you buy a latte can really make
you think twice before you pony up for
fancy coffee.
Setting up a savings goal on Qapital’s mobile app (available for just iOS
for now, but on Android by the end of

If millennials were any better at saving
money or any worse at game-playing,
the team behind Qapital might not have
created its new personal finance app
quite the way it did. “Behavioral finance
has been talked about this for years— it’s
about defaulting and trying to come up
with ways that work for you in a personal level,” Qapital CEO and cofounder
George Friedman told [12].

the year) is simple: Name a goal and a
financial target, and choose a photo
(this is key to helping you emotionally
invest in your goal). Boom, you now
have a bucket to catch deposits for
your particular financial goal. Setting up
a rule to trigger a deposit toward that
goal is a little more involved: Choose
a savings model and log in to Qapital’s
IFTTT page to choose what “recipe”
actions—like posting on Facebook or
closing an issue on Github or achieving
your daily step goal—triggers a money
transfer from your personal debit account toward that specific goal on your
Qapital account. Note that the action’s
platform (Facebook, Github, your
phone’s step counter) must have IFTTT
functionality—you can look up which
services do on IFTTT’s website.

Qapital will release its own branded
Visa debit card through the bank that
backs all Qapital accounts, the Iowa-based Lincoln Savings Bank. Qapital
partnered with Intuit (which makes the
finance software behind Quickbooks),
which expanded Qapital’s dynamic
IFTTT recipe features to users with
accounts at over 20,000 smaller banks
across the U.S.

Money of the Future 2015 | Life.SREDA VC | lifesreda.com

spent x number of dollars on coffee,
they should then put away y number
of dollars into their savings account.
“It’s moving away from calculation and
toward that goal you emotionally care
about,” Qapital CEO George Friedman
told Fast Company earlier this year.
About 38% of millennials are freelancing now, as compared to 32% of
the rest of the U.S. population, making
Qapital’s latest move yet another play
for the under-35 set.

Qapital has only been testing the
IFTTT functionality within its team and
a handful of outsiders; so far, it can only
guess which recipes and saving methods will be most popular—or, indeed,
if behavioral saving will push millennials to save more than they currently
do. That Qapital is aiming straight for
millennials is certain: The app is a lean,
pretty tool (built by designer twins Daniel and Andreas Källbom of Studio Källbom, who helped build Spotify’s mobile
apps) with plenty of real estate devoted
to photos that represent your goals. But
it’s Qapital’s positive approach to saving
that speaks most to cash-strapped
millennials: Instead of the restrictive
negativity of budgeting, Qapital focuses
on goals, on saving while you spend.
Basically, Qapital connects to 184
apps, including Facebook, Twitter,
Dropbox, Uber, GitHub, ESPN, and
Instagram, and prompts users to save
money in an online account using a variety of “recipes.” For example, you can
trigger a few dollars worth of savings
each time you do something you want
to do, like walk a mile or remember
to turn down a connected thermostat. With social apps, you can “fine”
yourself for doing too many updates
on Facebook, or reward yourself by
saving money for using a specific hash
tag on Twitter, or posting a photo on
Instagram. You can save a few bucks
every time the temperature dips below
30 degrees in the winter and see how
close you are to your savings goal for
that trip to Thailand with an image of a
beach in Phuket, or say the temples of
Bangkok to rev up your savings.
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“We realized kind of early that the
data and the picture you painted for
people was pretty depressing—it was
like ‘I’m spending too much money,’
and ‘No more please,’” Friedman said.
Yet a full one-third of millennials had
no savings account, with those under
35 found to be saving at a negative 2
percent rate, meaning they spend more
than they’re making and are either going into debt or depleting their savings,
according to Moody’s Analytics.
Nobody enjoys filing taxes. But for
freelancers and contractors, the process is even more complicated, in part
because they can be required to pay
estimated taxes on a quarterly basis,
and face steep penalties if they miss
those deadlines.
Dubbed the Freelancer Rule, Qapital’s new tool will automatically take
a predetermined percentage out of
your paycheck—say, 30%—and set it
aside for estimated taxes [13]. (It’s not
too different from how your employer
withholds taxes from your paycheck if
you’re a full-time staffer). When the IRS
comes knocking, Qapital users simply
have to fork over that money, rather
than scrambling to make the payment.
Qapital is by and large targeting a
younger crowd: The app was founded
to capitalize on uneven millennial saving practices. In June 2015, the company introduced IFTTT (If This Then That)
functionality, which meant users could
set up savings goals based on their
spending habits or other actions; if they
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MaxMyInterest (US)
When Gary Zimmerman sold his apartment
to work overseas, he
stashed the proceeds in
his bank account. He soon realized not
only was he above the $250,000 FDIC
insurance limit, leaving his money potentially at risk, but he was also earning
close to nothing in interest. He started
spreading out the funds to different
banks, keeping accounts below the
FDIC limit at any single institution, and
also seeking out the highest interest
rate possible.
After managing the money with
the help of a spreadsheet for several
years, he realized he had made an
extra $40,000 by being such an active
manager of the bank account funds. He
wanted to continue reaping those rewards without spending so much time
moving the money by hand, and that’s
what gave him the idea for MaxMyInterest, which automates that manual
process. “I realized this wasn’t just a
solution for me, but a lot of people
would benefit,” he says.
“It’s effectively free money, so it’s
a massive opportunity to earn cash,”
he says, adding that given how much
money Americans keep in cash, they
could collectively earn an extra $50
billion in interest a year if everyone pursued this strategy. While high-net worth
individuals with a lot of cash have the
most to gain, Zimmerman calculates
that a person with $50,000 in savings
could earn an extra $450 a year with
the tool, while someone sitting on
$200,000 would keep an extra $2,200.
MaxMyInterest doesn’t disclose its
number of users, but Zimmerman says

the average customer in the system has
about $700,000 in cash, and amounts
range from $50,000 to $5 million. The
company also has plans to expand,
starting with helping users collect all
their 1099 tax forms. “We’re trying to
make online banking much simpler,” he
says.

PFM from
neobanks Moven
(US) and Fidor
(Germany)

This debit account calls itself the
“anti-budgeting” app that helps people
make smarter spending decisions. “We
wanted to create an experience where
people could be in control of their money and build better behaviors,” explains
Alex Sion, co-founder of the Moven.
Users can see their remaining funds after
each purchase, and purchases can be
made with mobile payment technology, so you don’t need your wallet. “It’s
giving you real-time feedback,” Sion
says, unlike a credit card, with which you
might review your purchases weeks after
making them, if at all.
After launching in March 2014, Sion
says app users have been growing at
about 100 percent each month, with
tens of thousands of customers now
in the U.S. Partnerships with banks are
also extending the app’s reach and are
expected to help the number of app
users reach 4 to 5 million by the end of
this year.
For creating a social
bank that leverages cutting-edge technology
to respond to customer
wishes. At first glance,
Fidor seems crazy. It’s an online-only
bank that would set the interest rates it
paid on deposits according to the number of likes received on its Facebook
page. Pretty meshuggener. But that’s
not the only thing different about Fidor:
It got its start as an online financial
chat group. Frank Schwab, who runs
technology for the bank, recalls the
year was 2009 and financial institutions
were crumbling one after another. The
online chat group was fed up with all
the banking choices, and so the company began evolving based on its users’
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ideas. Today, Fidor is something of a lab
for social banking: It says it is now the
biggest aggregator of web 2.0 services,
including P2P lending and social trading, as well as classic bank products.
Active Fidor users get bonuses for participating on the website, like ranking
products or offering advice on the Fidor
community forum. “We have been
updating our systems every two weeks
for four years,” says Schwab. Global
banks can’t hope to compete with that
techno-nimbleness, and so tiny Fidor
is leaping over the legacy systems. Last
spring, it became the first bank to join
forces with Ripple, a back-end Internet
service that enables bank customers to
send and receive any kind of currency,
including Bitcoin, anywhere on the
planet within seconds—all without the
help of pricey middlemen.
Prism (US)
Tyler Griffin wants
to make it easier for
people, especially millennials, to pay their bills
each month. He co-founded the app
Prism, which helps people pay their bills
on time each month without having to
sign up for automatic payments, which
can lead to overdrawn fees if there’s not
enough money in a checking account.
“You don’t have to remember when
bills are due. We figure it out and present it in a visual way, so people have the
tools to pay bills as they want,” he says.
The app connects to users’ bank
accounts and bill paying accounts; payments are posted in less than an hour,
he says. Automatic safeguards also help
users avoid both late and overdraft fees.
The app currently pays about $500,000
in bills each day, and 40,000 people are
using the free product every month.
Credit Sesame (US)
Personal finance
company Credit
Sesame has raised an
additional $16 million
in an oversubscribed Series D round of
funding [14], with plans to raise more —
as much as $20 million — in the near
future. The new round was led by Syncora Alternative Investments, with IA
Capital Partners as its advisor, and also
included participation from investors
Menlo Ventures, IA Capital, Globespan
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Capital, Inventus Capital, and other
high-profile angels. This brings Credit
Sesame’s total raise to date to over $35
million. The company was one of the
first to market with solutions that allow
consumers to monitor their credit and
score, protect themselves against identity theft, and reduce their debt through
credit and loan management services.

While many in the personal finance
space have focused on helping people
manage their money and investments,
Credit Sesame has instead targeted the
liability side of the balance sheet, explains CEO Adrian Nazari. That has put
it in competition with others offering
consumer debt management or credit
monitoring, like Credit Karma or ReadyForZero, for example.
Credit Sesame’s service, which is
available online and on mobile, offers
consumers a way to track their debt,
their credit, and their loans. And, when
applicable, it can recommend savings
after it analyzes a consumer’s individual debt situation, by pointing to
other credit cards and loans that have
better terms or lower interest rates,
for instance. The company now has
$50 billion in active user loans under
management, up from $20 billion in
2012, and over $2 billion in consumer
loan originations by its partners on the
platform, which helps it to monetize.
And that growth is accelerating.
The additional capital is being put to
use to speed up customer acquisition,
plus expand its credit and loan management services as well as the Credit
Sesame team, which is now over 50,
and will roughly double in size in the
next 12 months. The company is also
expanding its offices in San Francisco.

UK: Money
Dashboard and
Nutmeg
Money Dashboard,
the UK personal finance
app that helps you
understand why you’re
broke, has raised some
additional capital of its own. It’s secured
a further $3.7 million in funding [15],
meaning that the Scottish startup has
raised $8.3 million in the last year.
Private equity fund, Calculus Capital,
led the round, while Ariadne Capital,
Par Equity, and The Scottish Investment
Bank also participated.

Nutmeg also was
making good [16] on its
plan to provide a personal pension service
for investors in the U.K.
“We have listened to our customers and
delivered what they truly want,” Nutmeg
CEO Nick Hungerford said. “In an
industry embroiled in hidden charges,
fees and complexity, our transparency
promise will be a welcome reassurance
to customers.” The service is a partnership between Nutmeg, which will
invest and manage the pensions, and
Hornbuckle Mitchell, which will provide
technology to serve and administer the
pensions.

er Ryan Caldwell was hesitant to talk
about the valuation, but we’ve heard it’s
about triple the previous $100 million
valuation. According to Pitchbook*, MX
was worth $243 million pre-money and
is now worth $273 million.

Most of these competitors work by
scraping financial data and connecting
to APIs to offer a snapshot of where
you are financially. MX differs in that it
powers a backend money-management solution to the existing infrastructure of these financial institutions. This
allows customers of those institutions
to see all their financial information in
one place within their own banking
platform, rather than on a third-party
site like Mint.
Launched in 2010, Money Dashboard’s free app lets you monitor your
online bank and credit card accounts
and, in turn, keep tabs on your spending. It does this by automatically tagging
items in your online statements, such
as ‘grocery’ or ‘travel’, letting you get a
better (and aggregated) view of expenditure and income by category, with the
broader aim to help you budget more
effectively. Its USP is that, unlike each
bank’s own mobile app, Money Dashboard provides a consolidated view of
your spending across multiple bank
accounts and credit cards, supported by a central and somewhat smart
dashboard.
Additionally, Money Dashboard sells
anonymous spending data and trends
to market research companies.
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Founded in London in 2011, Nutmeg
was recently named to the FinTech 50
and the KPMG Fintech Innovators for
2014. The company, whose name we
saw on buses in London during our
recent visit, raised $32 million from new
investors a year ago in June, bringing its
total capital to more than $50 million.
Nutmeg was a Best of Show winner at
Finovate Europe 2012.
MX aka Money
Desktop (US)
MX, the personal
finance startup formerly known as Money
Desktop, has inked a $30 million Series
A funding deal led by a subsidiary of
USAA [17]. Tokyo-based VC firm Digital
Garage also participated in the round.
MX previously raised a healthy seed
round from various early-stage investors for $20 million late last year. This
brings the total amount of funding to
$50 million for the startup. MX found-
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This latest round was a strategic
one that will help MX to rapidly build
out this backend with larger financial
institutions, according to Caldwell. As
an investor, USAA, one of the largest
banking institutions in the United States,
has incentive to help the startup work
with its more than 10 million customers. In return, MX offers USAA a simplified personal finance solution that can
“enhance the customer experience,”
according to USAA.
The investment from Digital Garage
offers another strategic opportunity for
MX — helping it go overseas. Digital Garage was instrumental in helping other
technology companies like Twitter and
Path expand internationally and can
offer a possibly lucrative opportunity
for MX to get into the Japanese banking
market — one of the leading centers for
finance and banking in the world.

Social Money aka
SmartyPig (US)
Q2 Holdings Inc.,
an Austin, Texas-based
cloud-based banking
software company, has acquired West
Des Moines-based Social Money, the
company that developed the SmartyPig
social savings product. Q2 acquired all
of the outstanding interests of Social
Money in exchange for $10.6 million
[18] cash payable at closing, subject to
a customary working capital adjustment. A Q2 spokeswoman said Social
Money’s 12 employees will remain with
the company at the West Des Moines
office.
Social Money was founded in 2008
by Jon Gaskell and Michael Ferrari to
roll out SmartyPig, a goal-based savings
program in which savers use social
media to announce goals and solicit
participation from friends and family
members. Its client list includes H&R
Block and Sallie Mae.

Social Money will continue its
relationship with existing clients while
working directly within Q2’s research
and development team to continue
to establish innovative offerings for its
digital banking channels, the company
said. Q2 is evaluating the integration of
Social Money’s portfolio and plans to
begin offering a rebranded suite of Social Money technologies to its customer
base starting in 2016.
Previously a West Des Moines
financial company has joined a Bill and
Melinda Gates Foundation mission to increase the savings power of low-income
individuals [19]. The Gates Foundation
awarded Social Money a “seven-figure”
grant to expand the use of its savings
and banking platform in India.
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Digit (US)
It’s only been a few
short months since automated savings startup
Digit opened to the
public, but it’s already garnered serious
interest from consumers who want
more money in their bank accounts, as
well as investors who think the service
could eventually be a huge hit [20].
Digit operates a simple platform for
helping consumers to save money, by
simply connecting to their bank accounts and gradually funneling money
into a non-interest-bearing savings
account. The service uses algorithms
to track users’ spending behavior and
moves money into savings in an automated fashion.

To keep growing, the company
received $11.3 million in new funding
led by General Catalyst, with participation from existing investors Baseline
Ventures and Google Ventures, as well
as former Visa President Hans Morris.
The company has now raised a total
of $13.8 million, and with the latest
round, Taneja has joined its board. The
company has seen pretty tremendous
growth since then, with its user base
increasing by 10x and its savings under
management up 5x.
According to CEO Ethan Bloch, users are mostly coming to the service by
word of mouth and referrals, although
Digit has seen some coverage in the
mainstream lifestyle press, as well as
among some notable finance bloggers.
But the way they’re interacting with
Digit shows the promise of the system:
So far, only about a quarter of users
have ever withdrawn funds that Digit
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has set aside for them. And another
quarter of the company’s users set
aside more money — usually when
prompted to do so via one of Digit’s
SMS messages.
Digit doesn’t have a mobile app for
managing a budget or viewing your
balance. Instead, its website is decidedly barebones, and most communications happen with users only
through text. Users send SMS messages to view their balance, find out
why their checking account balance
changed, and also to withdraw or save
more money.
While it plans to continue offering
the same sort of simplified communications interface, Digit sees itself

expanding its services and features to
offer new options to users.
For instance, the company is
working on creating a compliant way
in which it could pay interest on its
savings accounts. It’s also considering
the ability to add overdraft protection to its suite of offerings. But the
ultimate goal would be for Digit to
automate all your financial needs,
whether it be managing a savings account, paying recurring bills, lowering
a user’s debt, or putting money away
for retirement.
By monitoring a linked checking
account’s spending patterns, Digit
uses contextual analytics to determine
when and how much to pull out of
the linked bank account into a FDICinsured Digit custodial account held at
two of its partner banks, Wells Fargo
and BofI Federal Bank. According to
Digit’s 29 year old founder, Ethan

Bloch, the app looks at the linked bank
account balance every few days and
considers a series of factors, including:
Is this a high or low balance based
on how this person makes and
spends money?
Do they have any bills coming due
in the next several days?
Will they have any income in the
next several days?
How much money did they spend
yesterday?
How much did they spend over the
previous several days?
How much have they saved so far
this month?
“After answering questions like these,
Digit tries to arrive at a small amount of
money it knows the user won’t need,
but more importantly, might not feel is
missing based on recent spending and
income,” states Bloch. Digit also has a
‘no overdraft’ guarantee, meaning if
they accidentally overdraw the linked
account, they’ll pay for any fees.
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Fintech for SMEs:
payroll, accounting, etc.

If you take a look at all the news
about fintech startups, you might get
a feeling that the new financial services are built for retail clients and not
for businesses. However, these are
the entrepreneurs who may become
drivers of fintech. We should clarify
what exactly do we mean by ‘SME’. The
target audience for SMEs can be split in
three segments that are most receptive
to new technologies and demonstrate
the highest customer involvement at
the same time. These are cafes and
restaurants, hotels, taxi services and
fashion retail:
• They use products not just by themselves. Being bound to working with
retail clients, they also engage them
with their new services;
• Cafes, restaurants, apparel stores,
hotels, cabs — end consumers
spend quite a long time (quality
contact) here and get more than
functional satisfaction, they get
emotional satisfaction (interaction
with your brand and loyalty to your
service);
• Close work with such segments
provides banks (and telcos) with a
number of advantages:
• Marketing – fintech demonstrates a significantly lower
price of customer acquisition, comparing to what
banks spend to sell their
main products (current accounts, loans, deposits). Moreover, fintech is able to differentiate
these products in the eyes of end
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consumers. A client that purchases
the main product after being attracted by the fintech one (up-sell/
cross-sell), costs much less than the
one from the street, won in a fight
by common messages.
• Lower risks – fintech services
generate so much new data about
clients (and they know how to store,
analyse and turn it into leads), that
they lower the loan risk assessment
rate, talent acquisition costs and
acceleration of new products and
services development.
In December 2015 Gusto (formerly ZenPayroll) on said it raised
$50 million in new funding and hit a
valuation of $1 billion as it competes
against much more highly funded
Zenefits [1]. This follows a $60 million funding in April [2] in which the
company led by CEO Josh Reeves was
given a post-money valuation of about
$560 million. It has now raised more
than $100 million. Gusto’s early backers
included General Catalyst, Altimeter Capital, Google Capital, Google
Ventures, Ribbit Capital, Kleiner Perkins
Caufield & Byers and Emergence
Capital Partners. It also has an
interesting group of angel
investors, including actors
Ashton Kutcher and Jared
Leto, and Bay Area CEOs
Aaron Levie of Box and Drew
Houston of Dropbox. One of the
more interesting angels is David Sacks,
the chief operating officer at Zenefits
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13 fintech solutions
that may be very useful for
solving some of the SME
problems [+]:
1. POS-management systems (Square.Dashboard,
Mobikon, etc)
2. Tablet-based cash-registers (Poynt, Revel, Posseple,
etc)
3. mPOS-acquiring (Square,
SumUp, SoftPay, etc)
4. O2O: beacons & WiFi,
card-not-present payments ,
Pre-ordering (Starbucks Card
Mobile, HelloSettle, etc)
5. Analyze your data
about end-users (Lenddo,
Ayannah, etc)
6. Working with feedback
and loyalty
7. Online-banks for SMEs
(Tochka, Anna, etc)
8. Online acquiring (Stripe,
etc)
9. POS-loans (FinanceIt, etc)
10. SME-loans (Kabbage,
Square.Capital, etc)
11. Alternative sources of
capital and their influence
on marketing and loyalty
(LendingClub, FundingCircle,
AngelList, KickStarter, CapitalMatch, Crowdo, etc)
12. Turn your SME customer
into your bank branch (Ayannah, Red Dot Myanmar, etc)
13. Online-accounting for
SMEs (Knopka, Tradeshift,
ZenPayroll, etc)

who was COO of PayPal before it was
acquired by eBay, then founded and
led Yammer before it was acquired by
Microsoft.

The startup opened up its API last
year, allowing other cloud-based startups such as BambooHR and Zenefits
to integrate the payroll services within
their own HR platforms. The integration
seems to have helped ZenPayroll in
gaining more business. It grew 10x in
2014 and now serves more than 10,000
customers, according to the startup.
Another big focus for the company
will be customer service. The startup
is currently looking for an East Coast
office space in order to better serve
customers in the Eastern time zone.
It plans to cover all 50 states, with the
inclusion of Wyoming, Delaware and
Vermont.

Both Zenefits and Gusto emerged
from Mountain View accelerator Y
Combinator. Gusto was more focused
on payroll when it came out of the winter 2012 batch and Zenefits had more
of a benefits insurtech focus when it
graduated with the winter 2013 batch.
But their businesses have shifted to be
more directly in competition with each
other in the past year.

In February 2015 a round led by
Silicon Valley Bank and featuring participation from current investors, Bill.
com has added $50 million [3] in new
capital. The investment takes the company’s total funding to more than $120
million. Because most businesses still
rely on manual processes for accounts
payable and accounts receivable, Bill.
com CEO and founder René Lacerte
believes there is a “significant market
opportunity” for Bill.com and its banking partners. Jacob Moseley, senior
market manager for Silicon Valley Bank,
praised Bill.com’s growth and put the
company “at the center of the digital
payments space.” Existing investors also
participating in the round were: American Express Ventures, August Capital,
Commerce Ventures, DCM Ventures,
Napier Park Global Capital and Scale
Venture Partners. Founded in 2006 and
headquartered in Palo Alto, California,
Bill.com demoed its technology as part
of Finovate Spring 2012.

ZenPayroll mainly serves the small
business market that would otherwise
need to process payments and direct
deposits manually. It offers an easy-touse, cloud-based interface that allows it
to take on industry incumbents Paychex
and ADP. While Paychex and ADP have
upgraded to the cloud in recent years,
allowing them to make it easier for their
own customer bases to handle payroll
online and through mobile platforms,
ZenPayroll’s recent raise allows it to
take on larger businesses currently
served by Paychex and ADP.
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Forbes.com contributor, Ben Kepes
writes “that’s a lot of cash for something as unsexy as bills.” But the investment strongly suggests that sexy is as
sexy does. According to the company,
Bill.com is used by three of the top10 U.S. banks and 35 of the top-100
accounting firms, and is seated “at
the intersection point between banks,
the accounting software providers,
and businesses.” More than 600,000
network members use the technology
to process more than $20 billion in
payments a year.
CNBC’s coverage of the funding
includes a breakdown of Bill.com’s previous funding rounds, as well as a peek
into the company’s growth plans (190
employees by the end of 2015, up from
the current 140), and potential IPO
(“two to three years” away). The CNBC
column quotes Mozilla CFO Jim Cook,
whose company spends “thousands
of dollars a month” on the technology,
citing both cost-savings and a superior
audit trail as reasons why he finds the
technology “easier and more robust.”
According to René Lacerte, CEO
and Founder of Bill.com, businesses
pay seventy percent or more of their
bills via paper checks. A 2013 Federal
Reserve study revealed there were
21 billion checks processed in 2013
and roughly 19 billion of those
were business to business
payments. A majority of consumers use credit cards to
process payments, but the
three percent interchange
fee is a deterrent for most
business payments. Clearly there’s
an opportunity to move payments into
the digital age and mobile may be just
the vehicle to drive change. Bill.com

saw this opportunity and launched its
first app for iOS and later for Android.
In addition, one of the keys to success for any cloud company is to become embedded within complimentary
services from other companies. In January, Bill.com announced a payment
service for NetSuite called SuiteApp
that allows users to pay bills by clicking
one button within NetSuite. As a result,
users no longer have to print checks
or upload electronic payment (ACH)
files to their banks’ websites. Bill.com
also has partnerships with accounting
firms Intuit and Xero. Integrations like
these are valuable because it allows a
company’s employees to stay within
the context of a their current workflow,
such as CRM, while completing other
tasks, such as bill payment.

Dell and a current partner at Bessemer
Venture Partners, has taken on the role
of U.S. president, based out of Xero’s
San Francisco office. In addition, former
Salesforce CFO Graham Smith has
joined the Xero board as a non-executive director.
There’s plenty of competition in the
accounting software space in the U.S.,
and Xero must do battle with Intuit,
arguably the biggest player in the space,
and smaller rivals like Freshbooks. Accel
partner Andrew Braccia believes that
Xero — which claims to have more
than 400,000 small businesses on its
books — has what it takes to compete
though:
Xero will use a raft of new partner-

Xero announced numerous new
commercial partnerships at its Xerocon
conference in Melbourne, including
agreements with NAB, Moula and
OzForex. The company’s Australian
managing director Chris Ridd said it was
part of becoming a “true fintech” player.
“If you look at the next five to 10 years,
we’re evolving into a true fintech with a
big data play,” Mr Ridd said.
Xero and money transfer platform
OzForex have also partnered to allow
their customers to automatically make
international payments against Xero
invoices. Another agreement with
CGU Insurance will let Xero customers
obtain CGU business insurance quotes
directly through the software. Eventually this will enable real-time insurance
quotes, with customers able to have
their insurance premiums automatically
adjusted as their business grows and
goes through different cycles.
The partnership with Dropbox will
integrate the Xero Tax and Dropbox for
Business platforms, making it easier for customers to store, share and
collaborate on documents. Adobe is
working with Xero to build in its eSign
digital signature technology across the

In February 2015 public listed on ASX
New Zealand-founded accounting software firm Xero raised a $110.8 million
round of capital to grow its business in
the North American market [4]. Xero —
which provides online accounting software for small/medium businesses and
accountants — said that the new funds
come from Accel Partners and Matrix
Capital Management, its largest institutional investor. Accel is providing the
lion’s share of capital in the deal — $100
million at a $15.052 per share value.
Prior to that day, Xero had raised over
$240 million from investors, according
to CrunchBase. Its most recent round
was $150 million in October 2013, led
by Peter Thiel-backed Valar Ventures
and Matrix Partners.
The money will be put to work
growing the company’s business in
the U.S. and, on that note, Xero is also
bolstering its U.S. and global team with
a new hire. Russell Fujioka, formerly of
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ships and agreements to try and evolve
from its traditional accounting roots
to become an all-round player in the
booming fintech industry, however
plans for a US initial public offering have
been put back [5]. “We will be guided by
internal as well as external factors. We
have indicated that we won’t list in this
financial year. We think the conditions
could be right next financial year, particularly as Xero globally bypasses $200
million in subscription revenue this
financial year,” he said.
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accounting platform and Bigcommerce
will let 95,000 retail merchants and
online stores push sales data directly
into Xero.
National Australia
Bank and Xero linked
their technology
platforms [6] to allow
Xero clients to receive faster approvals
for business loans
once they allow NAB to tap their live,

balance-sheet data. As online business lenders such as Spotcap, Prospa,
OnDeck, Kikka, Moula and ThinCats
threaten to win over small-business
customers by offering risk-based
pricing and quicker credit, NAB’s deal
with Xero illustrates how the big banks
are using technology to become more
nimble. NAB and Xero customers are
now able to file online loan inquiries to
NAB straight from their Xero accounting
package, after a secure connection between NAB internet banking and Xero’s
accounting dashboard was established
this month. It allows small businesses
to instantly connect their loans, offset
accounts and credit cards between the
two organisations.

According to Kantox, as its platform
has matured, and alternatives to bank
based currency transfers have become
better known, it has been increasingly
able to gain business from larger businesses. Having initially been focused
on small and medium sized enterprises
(SME), Kantox revealed that many new
customers are from businesses with
over £100 million in yearly revenue.
According to Kantox, its average transaction size now stands at £100,000,
with a single largest transfer of $33.67
million in May.

With 1600 clients in over 20 geographic locations, Kantox announced
[7] in September 2015 that they have
reached over $2 billion in total transactions on the platform. A provider

in Series B funding [8]. Leading the
round is Partech Ventures, and IDinvest
Partners, while Cabiedes & Partners
also participated. All three are existing
backers and the new investment brings
total funding to $19 million.

of low cost cross-border currency
exchange, the $2 billion milestone was
reached eight months after it had taken
Kantox three and a half years to hit $1
billion in currency transactions. Founded in 2011 by former Deloitte employee
Philippe Gelis, Kantox offers a marketplace for businesses to exchange
currency, including peer-to-peer, thus
enabling them to get a significantly
better exchange rate than that offered
by the banks or traditional brokers.
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In May 2015 he currency exchange
marketplace for SMEs right up to ‘mid
cap’ companies raised $11 million

“Large companies have resources,
knowledge and leverage to manage
their FX in a smart way and to negotiate
fair prices with banks. On the contrary,
SMEs and mid-caps are unable to do
so and find themselves at the mercy of
banks and traditional FX brokers,” says
Gelis when asked to explain the problem his startup solves. “At Kantox, we
provide a transparent FX management
platform which helps SMEs and midcaps manage their FX the same way
that a large corporate does, but without
the risk of being charged extortionate
rates.”
Austin-based
startup Honest Dollar [9] wants to eliminate the hurdles associated with setting
up and maintaining
employee retirement
accounts for small businesses. The
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company also wants to help reduce
the fees workers are hit with through
typical 401(k) programs. The company
offers an easy-to-use platform for small
businesses to begin offering retirement
benefits to their employees. They simply connect their payroll system to the
platform, and Honest Dollar extracts
the employee information it needs to
set up retirement plans for them.
Rather than creating an employee
401(k) program, which can have significant costs both in terms of time and
money it takes to implement, Honest
Dollar offers plans that are structured
as a Simple IRA. By doing so, it simplifies the cost structure of the program
and mitigates employer liability around
managing the plan. There are no setup
fees, and Honest Dollar charges small
businesses just $10 per employee per
month to offer the program to employees. Employees can contribute
up to $12,500 a year into these plans,
which is above the $5,500 for typical
IRAs. Employers also have the option
to make contributions by setting up a
Simplified Employment Pension plan
for qualified employees.
But those are just the advantages
that small businesses get from signing up for Honest Dollar. Employees
also benefit due to significantly lower
fees than typical 401(k) plans. Founder
Will Hurley told me that those plans
typically charge about 2 percent in
fees for management of the program,
and that can go as high as 4 percent in
some cases. The company also hopes
to make it extremely simple for users to
manage their retirement accounts, by
offering an app and dashboard to track
their investment.
The company is targeting startups
and small businesses typically with
fewer than 50 employees, and closed a
$3 million seed round led by Expansive Ventures, a new fund founded by
The Founder Institute’s Adeo Ressi and
former Blumberg Capital managing
director Jon Soberg. Other investors
participating include Formation 8, Core
Innovation Capital, and Mint founder
Aaron Patzer.
Financial supply chain company
Taulia raised $46 million in funding

almost a year after it brought in a new
CEO and talked of a $1 billion valuation
and a 2016 IPO [10]. The company
has raised almost $137 million to date.
Zouk Capital led the Series E round with
participation from undisclosed new
investors and all existing institutional
investors. Those include BBVA Ventures,
DAG Ventures, EDBI (the corporate investment arm of Singapore’s Economic
Development Board), Matrix Partners,
Lakestar, QuestMark Partners, SEB
Private Equity, TELUS Ventures, Trinity
Ventures and Ulu Ventures. Almost one
year ago Taulia raised $40 million and
after that decided to add another $15
million in funding led by Zouk Capital
[11].
Cedric Bru is the CEO who was
brought aboard one year ago to
head up San Francisco-based
Taulia, which was founded
in 2009 to connect large
companies to their suppliers.
The company’s platform has
processed over $150 billion in
transactions for 700,000 suppliers
in more than 100 countries. Companies
that have used the platform include
Coca-Cola Bottling, Pfizer, Hallmark
and John Deere, among several other
Fortune 500 companies
The company provides a platform
that simplifies the process of tracking invoicing and payments made to
suppliers. In addition to automating the
process, which in turn lowers costs for
buyer, the platform also helps suppliers
get paid faster by offering short-term
financing for approved invoices.
Member of Forbes’ 40 Under 40
[12] Jessica Mah (25 y.o.), CEO
and co-founder of inDinero,
started her first tech business
at 12, founded inDinero at
19 [13], crashed it at 21 and
made the cover of Inc.’s 5000
issue for outstanding threeyear revenue growth of more than
2,500 percent. InDinero hired more
than 100 employees in 2015 and is on
pace to double its staff this year. Jessica
Mah thought she had the next big thing
in Silicon Valley when she and her
co-founder launched inDinero – but
soon, her company was rapidly losing
money and she couldn’t understand
why the business wasn’t attracting
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customers… or revenue (14#gref). She
told that in the years since, the company nearly ran out of money, laid off all
its employees, and switched to a new
model. But it seems to have bounced
back after pivot and $7 million in new
funding [15] in the beginning of 2015.
Instead of a self-service tool for tracking small business finances, inDinero
now offers what Mah calls an all-in-one
solution for accounting, taxes and payroll. That means businesses don’t need
to piece together a bunch of different
service providers and software products to get all their needs met — they
can just go to inDinero, which offers its
services on top of proprietary software.
The model works better for inDinero,
Mah said, because it means the company isn’t trying to collect $20 monthly
fees from “Mom and Pops” on sites like
Etsy, but instead working with “sophisticated, complex businesses” and
charging them “thousands of dollars, if
not tens of thousands.” To be clear, Mah
said inDinero can work with companies
as small as one or two employees and
as big as 100 employees.

and Cinewold. Managers can also
apply recognition points to employees
and gift them specific rewards, and,
in addition to the point-based system,
users of the app are able to access
the company-wide voluntary benefits
scheme, so they can see what kind of
discount offers are available for them
and access them through the app. The
company has closed a $5 million Series
A funding round. Funding came from
former Tesco CEO Terry Leahy, who
was leading the round.

The London-based company
WorkAngel has built a mobile-first
“employee reward and recognition
platform” that couples an inter-company private social network where
employees can communicate and,
specifically, call each other out for recognition, with a points-based voluntary
benefits scheme [16]. The more recognition points employees earn — the
platform also includes a leaderboard
— the greater access to benefits, which
includes cashback at 1,200 UK online
retailers, and discounts and cashback
at 6,000 UK restaurants, as well as 50
per cent off for cinema tickets at VUE

labor law compliance, overtime rates,
and keeping within your operating
budget. For the 33 million people
employed hourly by these local businesses, getting a shift covered often
means consulting a call list, sending
out a bunch of texts, and hoping you’ll
hear back in time. Homebase helps to
reduce the administrative burden of
hourly work by automating scheduling, timesheets, and communication
between employees. The basic tools
are free, with tiered pricing options
for additional features. Homebase will
focus initially on the 2.5 million small
business restaurants and retailers in the
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Homebase, a San
Francisco-based
startup, launched out
of beta to take the
pain out of scheduling and payroll
management for
small business restaurants and retailers
[17]. 90 percent of retail and restaurant scheduling is currently done on
paper or Excel, which makes managing
payroll an owner’s nightmare. It takes
an average of seven hours per week
to review timesheets and coordinate
schedules, all while taking into account

U.S., but there is a much larger market
to tap — over a third of all American
workers are hourly employees.
Hong Kong-based payroll solution
company Salarium has partnered with
PyxPay [18], a mobile payment firm,
in an attempt to increase its service
offerings. With this, the former will
have an e-wallet that can pay employees anywhere in the world. It also
partnered with e-money providers
in several ASEAN countries for local
payments. Currently, Salarium’s payroll
system provides software that carries
out human resource functions such as
time and attendance, payroll processing, expense management, employee
database management, government
due computations and employee self
service applications for loans, leaves
and overtimes. The linkage to PyxPay’s
mobile, web and prepaid platform will
help offer a full-fledged payout system
called SAL Pay.
The Hong
Kong-based service
Shopline (alumnus
of the US accelerator 500 startups),
which allows users
to build their online
stores, has raised a $1.2М round from
Ardent Capital (the parent company
of the largest commerce platform in
Southeast Asia aCommerce), Hong
Kong’s SXE Ventures, East Ventures and
Singapore’s COENT Venture Partners
– to expand across Southeast Asia [19].
One of the largest eCommerce players,
eBay, partnered with Russian eCommerce service Ecwid [20]. Ecwid clients
are able to place their goods at eBay
platform and manage sales directly. It
takes three hours for Ecwid users to
register at eBay. The service is free for
standard package users with a price per
package ranging from $0 to $99.

in the United States, Australia and Hong
Kong, in addition to new initiatives and
partnerships. Prior to this, the company
had raised about $1.2 million in seed
funding from four investors in two
rounds.
An Indonesian startup called Jurnal,
which is a cloud-based accounting
software for small- to medium-sized
businesses, announced that it received
seed funding of an undisclosed amount
from local venture capital firm East
Ventures [22]. Jurnal plans to use the
fresh funds to grow the team and invest
heavily in further product development. Co-founder Daniel Witono says
his software simplifies and expedites
the bookkeeping process. It’s also
capable of generating reports instantly,
something that not many competing
products are able to do. “We are awesome because we serve two parties,
the businesses and the accountants,”
explains Witono. “[We provide] easy
collaboration between accountants
and business owners through a shared
ledger. This saves time and eliminates
redundant entries.”
Bangalore-based seed-stage VC
fund AngelPrime invested US$500,000
in city-based happay [23], a startup
which makes expense management
cashless, paperless and mobile. Founded in 2012 by Anshul Rai and Varun
Rathi, happay is a business expense
management solution that streamlines
an organisation’s expense workflow
from end-to-end (expense reporting to
accounting) and gives real-time visibility
and control over business spending.
All purchases done from this card are
auto-captured on the happay platform.
Employees can snap photos of receipts,
record cash expenses and submit ex-

Singapore-based startup TradeGecko, a B2B web-based inventory and
order management software provider for independent brands and their
retailers, raised $6.5 million in a Series
A round from local venture capital firms
NSI Ventures and Jungle Ventures [21].
The funds will serve as growth capital
for global and product expansion. The
company is aiming to establish offices
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pense reports in minutes, on the go.
Small and medium enterprises are
the engines of growth and innovation
in the APEC region [24]. SMEs account
for over 97 percent of all enterprises
and employ over half of the workforce
across APEC economies. SMEs contribute significantly to economic growth,
with SMEs’ share of GDP ranging from
20 percent to 50 percent in the majority
of APEC economies. (However, less
than 20 percent of all SMEs get approved for bank loans.)
Flow Account offers an easy cloudbased accounting system that is tailored
for small businesses in Thailand [25].
Co-founder Kridsada Chutinaton says
most companies in Thailand still rely on
Excel for their accounting, while some
are trying out accounting software too
complicated for non-experts. “Flow
Account gives you the simple tools to
help organize your basic invoicing and
accounting needs such as creating a
quotation, billing note, invoice, and receipt,” says Chutinaton. Other services
include financial reports and summaries, transaction tracking, and products
list management. In the long run,
Chutinaton says they aim to capture a
10 percent share of Thailand’s sizeable
market of 2.8 million small businesses.

Freee, an accounting software as a
service startup led by ex-Googler Daisuke Sasaki, confirmed a windfall of JPY
3.5 billion (US$28.7 million) in a series

In September 2015 WIRED magazine
highlighted Knopka between TOP100
hottest startups [27]. (Also
in this list was placed Life.
SREDA’s portfolio startup neobank Rocketbank.) Built
for Russian entrepreneurs,
Knopka provides its 1,000
clients with a team of specialists to take care of their day-to-day
business needs, such as recruitment
and accountancy. “We have a partnership with the biggest commercial bank
in Russia,” says Anton Sizov, CEO. “We
make about £120,000 a month.” Their
main focus, they say, is customer happiness. “Knopka is changing the way
entrepreneurs do business in Moscow,”
remarked [28] Dima Afonin, marketing
director for Knopka. Borne out of a
need to make running a business easier
and in turn more fun, Knopka (which
means ‘Button’ [29]) combines personal
and business banking, a personal assistant, lawyer and accountant – creating
an entirely new category designed for
Russian entrepreneurs.

C round [26]. Recruit Holdings, Japan
Co-Invest, and a previous investor,
Silicon Valley-based DCM, all participated. Freee is gaining steam in Japan
as software slowly eats paper-based
administrative tasks. Its basic accounting service attracted 380,000 companies since launching in July 2012. That’s
a massive jump from September 2014
when it was servicing 120,000 firms. In
the interim, Freee also nabbed the lead
among cloud accounting software,
with over 40 percent of the market
share. Now the company is positioning
itself as a one-stop-shop for administrative needs. It already added services
for handling salaries, tax filings, and
company establishment. In October
it will expand its offerings to encompass administrative work related to
“My Number,” Japan’s newly approved
national system for tracking social
security and taxes. Also on the horizon
is a digital receipt tracking tool, which
will coincide with a major change in
Japanese accounting law. Until now,
only paper receipts were considered
valid by tax authorities. Freee is hoping
that the national exuberance over this
long-awaited reform will result in a
legion of new fans.
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Call Levels is one of the leading FinTech players in the region, focused on monitoring the
financial markets for our users. Built on and optimised for the mobile cloud, we provide
the one primary service that every financial market participant needs: alerting our users
when their specific assets reach pre-selected price levels.
Our unique selling point is our ability to reliably deliver immediate price alerts on a wide
range of assets, and users can set, track and share alerts with their peers. The same underlying technology can be provided to financial institutions who require monitoring &
notification services for their clients.

4 best cases of the

O2Oeconomy
Technology is killing the traditional
retailer [1]. Victims will include those
selling commodity brand-name-type
products like consumer electronics,
appliances, sporting equipment and
furniture, and may even include those
selling consumable goods. Price wars,
combined with technology shifts, will
eliminate national, regional and local
competitors who just can’t keep up.
Many of today’s vendors will cease to
exist as online shopping takes larger
shares of all sorts of markets. Just look
at the trends in companies like Best
Buy, Staples, Radio Shack and Sears.
In this new environment, original
equipment manufacturers (OEMs) that
previously had their products on display
in local channels lose their ability to
provide touch-and-feel access for the
consumer. To address this gap, OEMs
will pursue a store-within-a-store
concept, presenting their products
side by side in the new “showroom”
environment similar to concepts seen
in Asia today.
Consumers can walk in and browse
a number of different offerings from
knowledgeable staff employed by the
OEM. Products will be priced at the
manufacturer’s suggested retail price
(MSRP), leaving retail partners free to
price where they can in an approach
designed not to cannibalize sales from
existing channels. OEMs are happy
because their product gets moved
regardless of where it is sold, while
retailers enjoy touch-and-feel support
for items sold in their store. As the
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in action

model develops, OEMs build a local logistics infrastructure for drop-shipping
and same-day delivery, strategically
placing them in a position for the dramatic shift to come. A strategic move
by OEMs to move to MAP (manufacturer’s advertised price) could disrupt the
competitive market model.

of offline and online book shopping.
The books in our store are selected
based on Amazon.com customer
ratings, pre-orders, sales, popularity on
Goodreads, and our curators’ assessments. These are fantastic books! Most
have been rated 4 stars or above, and
many are award winners.”

Amazon, the company that helped
put so many brick-and-mortar bookstores out of business, is… opening a
new brick-and-mortar bookstore [2].
The new storefront, Amazon Books at
University Village, will stock approximately 6,000 titles and is located in
an upscale shopping center between
branches of Banana Republic and Restoration Hardware. “Amazon Books is
a physical extension of Amazon.com,”
said Amazon books VP Jennifer Cast in
a statement. “We’ve applied 20 years of
online bookselling experience to build
a store that integrates the benefits

Amazon is taking another step into
the Internet of Things. E-commerce
and cloud services giant has acquired
[3] 2lemetry, a startup based out of
Denver that has developed an enterprise-focused platform to track and
manage IP-enabled machines and other connected devices. Terms of the deal
were not disclosed. 2lemetry, founded
in 2011, had raised $9 million, including
a $4 million round in January of this
year from investors that included Salesforce Ventures. Specifically, in 2013, the
company introduced a platform called
Kinesis to process and analyse high-volume data streams from any number
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of sources and in real time — a move
seen by some as the company’s first
foray into the IoT business. Integrating
2lemetry’s team and technology could
be one way of enhancing the functionality of that solution and configuring it
specifically for machine-to-machine
deployments.
More widely, Amazon has also been
pushing its cred in IoT on the consumer
front. It now sells home automation
hardware such as smart locks and thermostats in its own store. Coupled with
the work Amazon has put into Echo, its
own connected-home assistant hardware, perhaps 2lemetry’s technology
could find its way into a consumer-fo-

make, whom you married, what you
buy on your phone and what you buy
at a store, favorite sports team, everything. Don’t like hearing this? Take a
ball-peen hammer to your phone and
smash it repeatedly.
On the positive side: companies
need to know you to better serve you.
If you repeatedly walk into any small
business owner’s store, they’ll begin
to recognize you, get to know your
personality, and to understand what
makes you happy. You’re satisfied
with their service both because their
product is quality and because you’ve
connected with them personally. So
how does this work for large scale

to trip beacons as you walk through
store. Most companies haven’t had
enough of their apps in market to trip a
worthwhile amount of beacons in their
stores. Companies need customers
with their app on the phone, location
services turned on, and Bluetooth
turned on. This means companies like
Bloomingdales desperately need all
customers and potential customers to
download their app. That’s not as easy
as it sounds without providing value
in exchange for downloads. However,
Apple Pay may push beacons into the
forefront sooner than later by helping
companies gain more downloads.
Paying with my Apple watch has been

cused service, too.

companies? With the launch of Apple’s
new iOS9, which included expanded
features for Apple Pay and Google
Wallet, big companies, have more incentive than ever to connect with their
customers in a very direct way.
Beacons are going to answer two
important questions for any companies that successfully use them: “Who
are you really?” and “What do you care
about, both outside this store and
right here, right now?” The beacons
themselves are dumb little pieces of
hardware that do nothing more than
sense when you’re near them. However, in combination with their custom
application on your phone, companies
can opt to systematically use beacons torment you with “coupons” and
alerts, or they can use your loyalty data
to provide you a more streamlined,
contextual, and personal customer
experience.

highly pleasant and simple with a cherry on top.
On 28 August 2014 Chinese
Internet giants Tencent and Baidu
were teaming up with conglomerate
Wanda to form an RMB 5 billion (about
$814 million) joint venture [6] in a bid
to challenge Alibaba’s dominance.
In a joint statement, the companies
said “the JV underscores Tencent’s
commitment to enriching our O2O
ecosystem.” Online-to-offline purchases are especially important to Tencent
as it seeks to capitalize on users of its
popular messaging platform WeChat.
On 31 of March 2015, online retailer
JD – Alibaba’s arch-rival – announced
it would establish an independent
subsidiary specifically for online-to-offline businesses [7]. Ecommerce
titan Alibaba announced 23 of June
2015 that it’s forming a RMB 6 billion
(US$970 million) joint venture company to focus on O2O-services [8], such
as food delivery. Alibaba is forming this
joint venture, called Koubei, with its
affiliate company Ant Financial, which
operates the Alipay epayments system

Target, the second largest general merchandise retailer in the U.S.,
announced [4] that it will start testing
beacon technology in 50 of its stores
nationwide. With beacon technology,
the company says it will be able to
send information about deals as well
as recommendations directly to consumers’ smartphones, provided they
opt in to receive these alerts. Initially,
the beacon technology will work with
those users who have the latest version of the Target iPhone app installed
on their phones and have Bluetooth
turned on. The app will then prompt
customers to “opt in” to share their
location with the retailer while in the
store, and allow it to send push notifications to their phones. The company
says that it will limit these notifications,
so as not to overwhelm customers
with alerts. There will only be two push
notifications sent per shopping trip.
You won’t truly be happy until a
company knows everything about you
[5]. Where you live, how much you
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PayPal was the first to team beacons and virtual transactions, but we
haven’t seen much use of beacon
techonology—yet. Apps are required
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that’s integral to Alibaba’s ecommerce
sites. Baidu is focusing aggressively on
online-to-offline (O2O) sales [9], one
of the hottest forms of e-commerce
in China. On 30 of June 2015 they
announced, that they would invest
20 billion yuan ($3.22 billion) over the
next three years on online-to-offline
services [10].

1. Burberry

Two years ago (October 2013),
Apple announced that Ahrendts would
be joining the company as senior vice
president of retail and online stores
[11], a newly created position, reporting
to CEO Tim Cook. The Apple Stores’
annual revenue of just over $20 billion
is more than six times Burberry’s, its
30,000-strong staff is almost three
times as large, and—due respect to the
trench coat—its products have insinuated themselves more thoroughly into
consumers’ daily lives. As envisioned
and created by Apple mastermind Steve
Jobs and his retail lieutenant Ron Johnson, the stores’ design and customer
experience were radical, “but they
haven’t progressed that much in the
past five years. If you’re not reinventing
your experience every five years, you’re
behind the curve,” says a longtime
member of the retail team. A beloved
manager, she transformed Burberry’s
culture, more than tripled earnings, expanded its global footprint, and helped
to restore its historic reputation as an
innovator. All Apple wants her to do is
exactly the same thing. In a companywide email announcing Ahrendts’s
hiring [12], Cook wrote that she “places
the same strong emphasis as we do on
the customer experience.” But he also
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added, significantly, that “she cares
deeply about people and embraces our
view that our most important resource
and our soul is our people.” One Apple
Store employee says the focus on customer service, on “enriching people’s
lives,” was wonderfully relentless at first.
He recalls enjoying the luxury of taking
time to walk people through their problems and think through possible solutions. “But when the first iPhone came

over the move, announcing that revenue had shot up 14% for the half-year
through September 2013.

out, things started to change to make
us more of a typical retail establishment,” he says. At the Genius Bar in his
store, early expectations were that you
would help three customers an hour if
you were working on Macs, four if you
were working with iPods and iPhones.

and nobody talked about brand,” says
Ahrendts. The whole operation—a business that was built largely on licensees
and franchisees—felt fragmented and
siloed. She and Bailey decided empathy and trust would be Burberry’s
new cornerstones. When Ahrendts first
came to Burberry, she was faced with
a unique challenge [13]: How do you
breathe new life into a 158-year-old
brand without disrupting its underlying
DNA? She wanted the customer experience to be seamless, consistent, and
brand-centric. The emphasis, Ahrendts
says, is on creating an inviting atmosphere free of the pain points common
of traditional retailers: “Everything we’ve
done is counterintuitive to traditional
selling organizations, with their traditional training. My dad used to always
say that he could teach anything but
he couldn’t teach how to feel. That’s
the hardest part when you have 11,000
people: How do you teach them to feel
how we feel? The thing is, I don’t want
to be sold to when I walk into a store. I
want to be welcomed. The job is to be
a brilliant brand ambassador. Everybody is welcome. Don’t be judgmental

During her long tenure as the head
of Burberry, Ahrendts managed to
roughly triple revenue, while launching
novel digital initiatives with the luxury
brand. In a separate statement, Burberry sought to ease shareholder concern
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Before moving to London in 2006
to lead Burberry, she had a long lunch
with Christopher Bailey, who had
joined the company five years earlier.
They spent most of it talking about the
need for a new corporate culture. At
the time, “nobody talked about culture,

With Bailey, she has spearheaded
storytelling that creates a halo around
Burberry and technology that gives
customers shopping experiences at
every price point, even if they might
never spend a penny. For instance, the
Art of the Trench website is Burberry’s
selfie central, where those who have
coats can show off how they wear
them and those who want them can
imagine which of these people (thousands have uploaded photos so far)
they would like to be.

whatsoever. Look them in the eyes.
Welcome them. ‘How are you?’ Don’t
sell! NO! What we have wanted to do
is build an amazing brand experience
and an amazing way that people can
engage with the brand. Then it will
naturally happen. And then I don’t care
where they buy. I only care that they
buy the brand.”
She said: “If you want to keep the
next generation and if you want them
to be united, you have to see this is
how they live. You have to blow up all
your existing policies—everything!—and
rebuild them around this.” Mobile is
transforming retail in ways that she
finds essential but at times difficult
to comprehend. She muses on how
rapidly the technology has been changing—and how quickly tech-addicted
shoppers are changing their behavior,
too. “They’re just moving.”

about investing in brand awareness and
prestige over the next 10 or 15.
True to her word, during her tenure
at Burberry Ahrendts made Apple a
centerpiece of the retail experience,
from the iPads that store associates
carry to the digital initiatives she’s empowered through apps like Instagram.
In September, the company partnered
with Apple to hold a runway show
and film the entire event using the
iPhone 5S [14]. Ahrendts pointed to the
company’s flagship Regent Street store
as being the benchmark for success.
At Burberry, she pushed for a seamless
consumer experience between online
and brick-and-mortar. Everything about
the messaging was unified, from the
music played on the website and in
stores to the photography and displays,
all of which Bailey’s team curated and
produced in-house.

“We’ve never been finance first.
We’ve always been instincts first,”
Ahrendts said. “My dad used to always
say he can teach you anything but he
couldn’t teach you to feel. And so that’s
the hardest part.” “We have always said
actually this isn’t about money, it’s not
about price. This can be an experience.
It doesn’t have to be about buying
something. And hopefully one day we
would love it if you might buy something but it’s okay if you go onto Burberry.com and you just want to listen to
Burberry Acoustic, you know? Because
you start to feel the soul of the brand,
you feel it.” “Soul is the word,” Ahrendts
added. First, if you see the stores as
brand ambassadors, this isn’t primarily
about sales in the current fiscal year; it’s
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In 2012, Ahrendts shook up the traditional, often-siloed nature of
Burberry’s retail stores. No longer
would a store manager in Detroit
only focus on Detroit in-store sales,
for example, nor was a digital sales
manager there allowed to ignore
sales at brick-and-mortar shops. The
disparate elements needed to speak to
each other. “Traditionally, wholesale is
wholesale. Digital people are incentivized to drive digital. And store managers
are interested in the store. We blew that
all up. I said, No, no, no, store manager in Detroit: You’re responsible for
digital too. You’re telling me nobody in
Detroit is shopping online? Wrong! Now
London, for instance, every week has
to report their online traffic and their
offline traffic and what was their crossover. I hired a chief customer officer
who came from Lloyds who built us a
huge insights and analytics department.
We put in traffic counters in all the
stores, because I could get traffic online
but I couldn’t get traffic offline and so I
couldn’t get any crossover behaviors.”

During the 2012 year, the company has activated a system allowing all
associates, in all 330 Burberry stores,
to have at their fingertips, on their
iPads, all relevant customer information gathered from their activities at
Burberry.com as well as in-store. She
saw a wealth of information in that
flurry of flashes—what did customers respond to? What did they like or
dislike? What did they share on social
media? She thought there must be a
way to collect and share such data with
the whole Burberry team, as well as
combine all six of Burberry’s consumer-intel databases into one salesperson-friendly interface. “She wanted to
merge the digital experience with the
in-store experience”. “We’ve got ten
thousand iPads out there in the stores.
And we’ve built this clienteling app. So
if you buy in Hong Kong or if you went
and bought online or even if you are
just window-shopping and have stuff in
your basket—we’ll know. Offline stores
will be able to see all your behavior
online. We are blurring the physical
and digital, and it’s not just the retail
experience. It is the service.” At Burberry, the digital experience extended beyond retail. “We know that 70 percent
of them are going to go onto Burberry.
com before they travel, before they
even walk into a store. So we feel that
the most vital thing is whatever they see
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on that landing page, they also see in
the windows. Online, offline, it’s gotta
be the same.”

2. Line
Once just digital stickers that users
of mobile messaging app Line send to
each other like emoticons, the bear, the
bunny and their seven friends will soon
be unleashed through stores, virtual reality and possibly an animated film. For
smartphone users in Asia where most
of Line’s 205 million monthly users are
located, the characters are as familiar as
old school icons such as Hello Kitty and
Disney’s animated stars. As Catherine
Shu wrote on TechCrunch [15]: “I live in
Taiwan, where many WhatsApp users
switched to WeChat and Line about
three years ago, thanks in large part to
stickers and emojis. At first I thought
stickers were pointless—why waste time
flipping through a library of cutesy pictures when you can type a response in
seconds? Then I saw that twisted party
sticker above and realized I was wrong.
Like symbols in Renaissance paintings,
Line stickers express a wide, complex,
and often bemusing array of ideas and
emotions–and some are just really
messed up, in an awesome way.” Many
people in the U.S. and other Western
countries make the same mistake I
did of assuming that messaging app
stickers are just cute. “No matter how its
business strategies perform, however,
Line’s stickers are an example of how
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tech companies can influence and
reinforce cultural trends, as characters
created to sell a product take on a life
of their own.”
Line plans to open 100 stores [16]
selling Brown dolls and other cute ‘Line
Friends’ paraphernalia worldwide over
the next three years. They are not well
known in America or Europe but owner
Line Corp. hopes to change that. It has
already opened two stores in Seoul and
its first Shanghai and New York stores
will open this year. Though partly an
accidental strategy, the company says
the bricks-and-mortar presence will
draw more users to the app and help
replicate its rapid Asian success in other
regions.
The popularity of the Brown and
Cony stickers has shaped a new trend
in mobile communication. Instead of
typing messages, many users simply
tapped a sticker showing a coy-looking
Brown sitting on a toilet or eating a
bowl of ramen. Users began to associate themselves with certain characters
and the lineup now includes a bespectacled middle-aged man named Boss
and James, a blond narcissist. Larger
and more expressive than emoticons,
the stickers have been a draw card for
Line whose users are mostly in Japan,
Thailand, Indonesia, India and Spain.
Line Corp.’s net profit jumped 50
percent in 2014 to 126 billion won ($112

million) on revenue of 670 billion won
($594 million), according to its parent,
South Korea’s Naver Corp. Its Creator’s
Market, which lets third-party designers upload and sell stickers, made $75
million during its first year in business.
The company released for its fourth
anniversary, up to 2.4 billion stickers
and emojis are sent each day by its us-

The first Line Friends store in China
opened in Shanghai’s Xintiandi shopping district [17] in May 2015, selling
Brown dolls, Cony pens, Sally mugs and
other goods such as kitchen utensils,
stationary, jewelry and toys. ‘We hope
that in the countries where the Line
app is not used actively, Line characters would promote the app.’ Over 700

CheBanca! PDF-presentation

https://dl.dropboxusercontent.com/
u/21890242/life/innovation/
CheBanca.pdf
ers. Almost half, or 48 percent, express
happiness, but the rest reflect emotions
ranging from sadness (10 percent)
to anger (6 percent) and surprise (5
percent).

types of items are on display on shelves
around the store. Customers can taste
cartoon cakes, egg tarts and many
other desserts that are made specially
for the Chinese consumer.

‘We never intended to do a character
business,’ Yoon Sunmin, who oversees
Line’s character business. Visitors to the
newly opened flagship shop in Seoul’s
trendy Gangnam district screamed

Line is also negotiating with Hollywood producers to turn its cute
characters into an animated film for
theaters or series for TV. ‘There is
clearly an opportunity to take existing

with delight when they saw an outsized
Brown bear greeting them near the
entrance of the three-story store. Locals
and tourists from Vietnam, China and
Hong Kong queued to take a picture
with Brown and other human-size cutout Line characters, as if they were pop
stars. Line also cashed in on the rock
star popularity of its animal characters
through mobile games and an animated TV show in Japan.
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mobile properties to other channels
and generate revenues,’ said Jack Kent,
director of mobile media research at
IHS Technology.

3. CheBanca!
CheBanca! is the digital first bank
launched in 2008 by Mediobanca.
Mediobanca provides merchant bank
services in Italy and had never had a
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retail bank before. Therefore, it made
sense in the post-meltdown digital age
to implement a fintech bank fit for Italy,
and CheBanca! claims to be that bank.
Anyways, being a digital first bank
does not mean being a digital only
bank [18]. A digital bank with a branch?
Yep. CheBanca! has launched almost
50 of them so far, with more to follow.
This has proven critical in getting trust
and deposits, with the main aim of
achieving three things that digital only
does not achieve: Trust, Brand, Service. These three things are harder to
achieve when you are unseen, unproven and unknown, although some are
bound to disagree.
For example, once you get inside, it
looks a bit empty. All you can see is a
concierge with an iPad, a machine that
looks like a teller (but isn’t) and something at the back that might be a Star
Trek transport station (and is). Looking
back the other way across the branch
(which is in an L-shape), you see a
few teller stations. These are stations
to chat with people about account
opening, service and advice, and the
typical staff member here is from Gant,
Massimo Dutti, PC World or similar
retail stores by background. They’re
not bankers, but customer agents who
are enjoying the experience of joining
a bank that helps people live their lives,
or so they tell me. Finally, at the back
of the L-shape are a few rooms with
frosted windows.
These are the serious advice
stations. They operate by customers
making appointments to see wealth
managers, mortgage advisors or similar
and then, when they turn up, they
check-in and can see which pod they’re
going to go to and who they’re going to
meet. However, you don’t need to wait
if it’s about advice, as you can go to
the transporter room. The transporter
room is this weird funky station at the
back. Once you sit at the station, it’s got
all sorts of cool features like biometric
recognition using digital signature and
shared screens with video operators.
This particular small branch serves
around 259 customers a month at
these videostation, and it has proven
successfully at broadening and deepen-

4. Tesla

ing customer relationships using those
old bank metrics of cross-sell and upsell. According to the bank, the service
videostation has a 15% cross- and
up-selling success rate. Finally, if you
just want to deposit a check or cash,
you use the funky self-service machine.

service, they prefer digital with 37% of
customers handling all of their transactions and operations just through digital
access. Then there are a second group
of customers, 26% of the total, who
deal with CheBanca! purely through

As Tesla Motors’ CEO, Elon Musk,
has said, he wants Tesla to be the next
major American car company-shifting
the paradigm of the last century from
what has traditionally been known as
the “Big Three” to the “Big Four.” But
while the visions of grandeur may seem
unattainable to many Americans given
that Tesla is going to build electric cars
and nothing else, the company has
quietly been trying to use a perceived
weakness-its lack of industry experience-to its advantage. By exploring
every out-of-the-box avenue, Tesla is
trying to create a model in which cars
are designed, built and, ultimately, sold
in very non-traditional ways [19].

CheBanca! boasts over half a million
customers overall, since the bank
opened for business in 2008, and is
now rolling out its digital branch formats. Today, there are four branches
based on the new format. By the end
of September 2015 it is already eight
in a selected sample of medium and
big towns. Equally, the bank intends to
roll-out the videostation experience via
Skype from September. All in all, there’s
lots of things I liked about the digital
branch concept.
CheBanca! is gaining 4,000 new
customers per month with 45% from
branches and 37% from remote contact
(the bulk, 30% of that 37% is generated by the internet). The remaining
balance of 18% is generated by third
party physical channels. That means a
whopping 63% today is coming from
direct physical contact. Third, customer behaviours demonstrate that, for

remote servicing via the web and call
centre. A third group that represent
around 28% of all customers, use all the
access points (web, call centre, branch).
89% of all contact is via digital access,
three times the volume of contact that
takes place in a branch.

Tesla’s goal is completely different
from this traditional dealer model, says
George Blankenship, Tesla’s VP of Sales
and Ownership Experience. To begin
with, Tesla doesn’t even have dealers.
Yes, the company has retail locations,
but these Tesla stores. Tesla’s new push
involves opening stores in high traffic
mall locations. “We want to engage with
people when they are not thinking about
buying a car,” said Blankenship. “Our
goal is not to sell a person a car, but to
educate them on what electric cars and,
particularly, what Tesla electric cars can
provide. At a mall, people are already
relaxed and out shopping on their own.
Most of them will likely never have heard
of Tesla, and so we are becoming part of
their daily routines.”
Blankenship doesn’t expect many
vehicles will even be sold at the mall
locations, instead expecting the sales to
happen online after the initial mall ex-
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Musk, Tesla Chairman, Product Architect & CEO).

perience. In many states, independent
dealers can’t sell cars at retail locations,
but there are no such restrictions to online sales. This strategy is a way for Tesla
to get around what they perceive as
antiquated laws and control the entire
ecosystem from conception to delivery
of the product-much like Apple does
by building the hardware and operating systems of their products and then
selling them at an Apple Store. This
unique sales strategy in the automotive
industry is just one of the things that
makes Tesla a very different company,
but according to Blankenship it’s key to
their eventual success. “Eventually they
will come back and buy a Tesla not because it was sold to them, but because
they really want to become part of the
Tesla community.”
Tesla Motors is radically rethinking
the car. It’s also rethinking the way cars
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are sold [20]. They worked to create a
rich, interactive experience that engages the public and generates sales inside
each of its high traffic stores. Tesla’s
focus on vertical integration enables a
unified brand experience. The company owns and manages every stage of
its business model, from concept to
design to manufacturing and sales.
Tesla deliberately opened its stores
in high traffic retail locations. This
approach lets them interact with and
educate potential customers in a less
formal, more experiential environment.
They utilized technology to deliver a
variety of informative experiences in
a small space. A remotely managed
network of interactive stations introduces visitors to Tesla vehicles and how
they work. “Our technology is different,
our car is different, and, as a result, our
stores are intentionally different.” (Elon
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Their interactive stations are designed to draw people into the store
with visuals and content that address
the most common questions they have
about electric vehicles. They’re intended to move visitors from general interest to real consideration. They found
that in a crowded store, each station
serves two audiences: the current user
and the individuals observing. The scale
and position of key visuals are designed
to serve both parties.
Customers spend a lot of time
considering the purchase of an electric
car. That’s why they designed the Tesla
configurator to work in-store, at home
and on the go, providing continuous
support and education. Prospective
buyers can create, modify and save
their car designs on Tesla store stations
and revisit them on PCs and tablets—or
vice versa. The experience is seamless
across devices.
Cars are a major purchase for most
people. Electric vehicles only extend
the consideration cycle, which can
last several months. As a result, they
prioritized features that make it easy to
design, save and retrieve a customized
Tesla at any time during this process.

Tesla has dozens of stores and galleries worldwide, with more on the way.
They developed a system that scales
with company growth. A Dynamic Publishing Platform gives Tesla the ability to
publish content to all stores, supporting
the company as it grows and opens
new locations. From its headquarters in
Palo Alto, the Tesla team can push out
software and content updates to Tesla
stores around the world. Analytics data
from stations in each store are sent
back to headquarters, offering insight
into usage patterns that enable continual refinement and optimization.
Digitally enhanced in-store experiences are the missing link in almost
every retailer’s digital ecosystem. Since
the advent of e-commerce, the ability
to drive foot traffic or increase the
average cart size through online initiatives has remained difficult to access.
Connected stores remove this blind
spot. They integrate retail shopping
into a continuous, measurable service
experience—offering seamless interactions with customers before they visit
the store, while they’re in-store and
post-purchase. Meanwhile, customers
benefit from more informed choices
and smarter, more efficient shopping.
The introduction of digital experiences in-store also unlocks an important
new tool for retailers: the same kind of
real-time data and analytics insights
that are central to optimizing their online channels. The integration of retail,
e-commerce and digital marketing
analytics will enable them to optimize
the entire customer experience.

The Internet of Things (IoT) is
an exciting concept [21], a future
where “billions of things are talking to
each other,” as technology consult-
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ing company SAP describes it. We’ve
seen gadgets and domestic appliances
connect to the Internet and ping your
smartphone with info, but it’s becoming more clear that these toys are a
prelude to a vastly connected world.
And yet, we spend most of our day at
work. Here’s how technologists think
the world of IoT will change the workplace—and how it’s already changing
how we do business today.
Think of what happens in a workplace every day: People enter buildings,
get coffee, casually chat, hold meetings, and leave at the end of the day.
That’s a ton of activity. Hidden inside
that volume of actions are patterns
and lessons to take. Enterprise IoT tech
company Enlighted has built a solution
for how to track that activity. Their trick:
Put sensors in the lights.
Enlighted offers to replace an office’s
inefficient traditional lighting with fleets
of LED lights. In each of those lights
is a sensor cluster that maps activity
across the entire office. Enlighted’s
software captures motion information
on a simple schematic view of the floor
that tracks motion across every inch a
company owns—every inch that’s lit up
by Enlighted’s lights—and companies
can make informed decisions about the
space they’re renting.
The data is the key here. Before,
space usage data was manually gathered by folks walking around company
floorspace with clipboards and counting bodies. Now, companies can see
how their space is being used.
Retail clients expressed interest in
advanced sensors with bluetooth modules that can track a single customer’s
travel through the store via its iBeacon.
But track employees too, and retail
outlets can quantify the value of customer engagement. How long was the
customer in the store before they were
approached? Did it increase their time
in the store? Did they make a larger
purchase?
Modernizing industrial monitoring equipment is a must if industrial
employers want to attract millennials.
Switching to large screens and intelligent systems isn’t just flashy and
attractive—it’s a familiar interface to
those who use touch screens everyday. Millennials will value being able
to immediately contribute via touch
and swipe technology, he says. Those
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interfaces are also more effective,
says Calder. If millennials are going to
take over for a generation of retiring
engineers, they’re going to need to
catch up on the 20 years of experience
typical engineers are expected to have.
Smarter consoles can help.
Perhaps most important to the
future of IoT in the workplace is
rethinking the workplace. Thanks to
the Internet, more work can be done
remotely. People can get work done at
home and during their commute. More
and more, the “workplace” is everywhere around you, and we’re seeing
a blend of personal life and the work
environment. This won’t replace the
“workplace” where people get together
and collaborate, says SAP’s VP of user
experience and design John Hack, but
why not choose your own “workspace”
for non-collaborative work?
The challenge is to connect everything without losing human interaction—that old chestnut of having
people around the table but they’re all
staring at their smartphones. Yen’s task
as a designer is to avoid that isolation
and humanize technology, using it as a
way to get teams together and preserve
the human feeling of teamwork, even if
they’re not physically together.
It is widely acknowledged that the
Internet of Things will have a huge
impact on nearly every industry, and
financial services is no exception
[22]. Gartner estimates that connected
devices will reach an installed base of
25 billion units by 2020, with an annual
compound growth rate of 35.2 percent
from 2013-2020.
Insurers are already exploring how
the IoT will transform the insurance
industry through improved customer
dialogue, more precise price models
and faster settlements. This is achieved
through real-time monitoring, collection and analysis of behavioral data for
both P&C and life insurance.
In addition to adding new data
sources to credit scores, sensor technology could revolutionize loan collateral tracking and balance sheet reporting for both SMEs and corporate clients.
Imagine the possibilities for real-time
monitoring of inventory or livestock for
manufacturing and agriculture segments. This would potentially enable
banks to perform automated and near
real-time balance sheet reporting.

5.

6.

7.

8.
Paired with the promise of smart
contracts, banks could be able to
deliver credit and loans at a much
lower cost, as well as give existing loan
officers efficient tools when reviewing
credit portfolios. Access to real-time
client data also enables new business
models like dynamic installments
based on real-time analysis of available
working capital and cash flow. Much
like Square and SumUp, which offer
pre-approved loans based on payment
data with installments as a fraction of
future sales through their terminals.
When moving on to payments, we
are already starting to see the beginning of the use of connected devices
and wearables. In addition to Apple Pay
though Apple Watch, Visa is collaborating with Pizza Hut and Accenture on a
proof of concept for online purchases
through connected cars, and MasterCard is enabling payments through the
fitness band Jawbone.
Banks are also starting to collaborate with different loyalty companies to
reward customers for their purchases
in real-time by identifying offers and
deals through geo-location. While the
IoT raises security concerns, personal biometrics though wearables and
connected devices could potentially
increase security, if done right.
When machines are able to perform
transactions with machines in real time
at a marginal cost basis, the concept
of payments will become obsolete in
many use cases as transactions become
automated and integrated into other
services. As paying for an Uber today is
hidden for the end-customer, the car of
the future could perform payments to
the charging station on your behalf.
While the IoT and M2M communication will render payments invisible as
a utility in some cases, banks are also
exploring the use of connected devices
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for increased customer engagement
through automated branches and
contextual services based on consumer
behavior and geo-location.
The IoT is predicted to reshape the
world’s economy, and we have merely
scratched the surface of some of the
potential use cases in banking and
financial services. Looking back at the
use of big data in banking, few would
have predicted it was possible to prove
a correlation between correct use of
capitalization when writing your name
online and your credit worthiness 20
years ago.
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Online-trading and
wealth management
Armed with venture capital dollars,
scalable technology, and lofty rhetoric,
and free of fancy lobbies and other
legacy costs, members of the fintech
movement are competing on price
as well as ease of use [1]. Some, like
Robinhood, are playing Silicon Valley’s
“freemium” game–give away a basic
service and then charging for premium
features or expanded service. Some of
the sharpest (and noisiest) competition
is among the robo-advisors, who use
computer programs to allocate investors’ portfolios into index ETFs based
on their investment time frame and risk
tolerance.
asset allocation and the cost of your
mutual funds; and helps you gauge
your retirement prospects. It then uses
that data to prospect for clients for it
hybrid financial advisory service it sells
for 0.89% of assets a year. (Fees decline
for accounts over $1 million).

Your cash belongs to you, not your
bank. Fintech startups are challenging the big banks—and already saving
people thousands. “It’s no longer about
having the largest building, with the
best decorated lobby in your financial
institution,” says Vladimir Tenev from
Robinhood. “Trust for us is doing exactly
what we’ve said we are going to do. That
means executing customers’ trade reliably and not charging them trading fees.”
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Another intriguing option: hybrid
services combining robo asset allocation with human financial advisors
who offer advice on saving for retirement, financing college, insurance,
estate and tax planning and so on. In
yet another freemium twist, Personal
Capital has signed up 900,000 people
for a free dashboard that tracks all your
investing, credit and bank account;
sends daily reports of your transactions
and account changes; analyzes your
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While Personal Capital is cheaper than traditional human advisors
charging an average of 1%-plus of
assets a year, in May the Vanguard
Group rolled out its own robo-human
hybrid, Personal Advisor Services, for
just 0.30% of assets a year. Personal Advisor, which was in beta for two years,
already has $26 billion under management, although $10 billion of that was
transferred from the higher priced Vanguard advice product it replaced. Note,
however, that Personal Capital, unlike
Vanguard, maximizes loss harvesting
the way Wealthfront does—by buying
individual stocks for taxable accounts
over $100,000.

Fintech promises to make it cheaper
and easier to manage your money. But
for now, at least, it’s made the choice
of where to put your money a lot more
complicated.

their bank account balance. The service
then intelligently detects when there is
excess amount of cash just sitting there
and moves it to Betterment where it is
invested.

BlackRock, the world’s largest
asset manager, just made an unusual
purchase: a startup called FutureAdvisor [2], which offers low-cost,
algorithm-based automated portfolio
management. The company, whose
dashboard is designed for use by
investors who might not be able to
pay a conventional money manager, is
based in San Francisco and has primarily targeted a techie user base to date.
FutureAdvisor CEO Bo Lu said that the
company will continue to offer identical products to users after acquisition,
as it currently offers free and paid
products. “We will continue to have an
open platform that uses products from
a range of providers,” Lu told. According to Reuters, BlackRock plans to use
FutureAdvisor to allow banks, brokerages, insurers, and 401(k) firms to
serve millennials and what BlackRock
calls the “mass affluent” market, which
has less than $1 million in investable
assets. The acquisition comes just days
after Salesforce unveiled an automated wealth management tool aimed at
money managers. Neither FutureAdvisor nor BlackRock disclosed terms of
the acquisition.
Betterment launched service,
called SmartDeposit [3], which will
give members more control from their
money. Saving money is hard and with
SmartDeposit Betterment made it a
bit easier by automating the task. With
SmartDeposit users set thresholds on

Motif Investing (US)
For creating lowcost, themed-based
investments that are
easy to understand [4].
In 2008, U.S. investors
paid $376 billion in fees for the privilege
of losing $8 trillion of their net worth,
says Hardeep Walia. Like many other
entrepreneurs, Walia was mad. His
wife said, “Do something about it.” And
so he created the online brokerage
Motif Investing. Its users can invest in
theme-based baskets that contain up to
30 stocks; it costs just $9.95, which is
one-thirtieth the cost of typical online
brokers. Themes can be industry-specific or something more playful. Invest in
a motif called Lots of Likes, for example, and your stocks will be weighted
toward companies accumulating the
most likes on Facebook, regardless of
market cap. And its 120,000 users can
create themes of their own; they’ve
built more than 100,000 motifs so far,
and earn royalties if others purchase
them. Walia and his wife even maintain
his-and-hers portfolios: She invested in
women-led companies with a theme
called No Glass Ceiling (one-year
return, up 13.8%), while he invested in
one called Shale Oil (one-year return,
down 27.8%).

223

Motif Investing, Inc., is a next-generation online broker that is pioneering
thematic investing for individuals and
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financial advisors. The company, based
in Silicon Valley, allows investors to
trade “motifs”-intelligently weighted
basket of stocks built around themes,
investing styles or multi-asset modelsfor low fees. Motif Investing, Inc., is a
registered broker dealer and a member
of SIPC. Motif has been ranked consecutively on Fast Company’s list of Most
Innovative Companies in Finance and
on the CNBC Disrupter 50 list. Motif
Investing is a multiple Finovate alum,
and earned Best of Show honors with
its demonstrations at FinovateFall 2013
and FinovateSpring 2014. The company’s investors include Goldman Sachs,
JPMorgan Chase, and Renren Inc.
Board members include former Securities Exchange Commission Chairman
Arthur Levitt and former Boston Consulting Group Chairman Carl Stern.

In January 2015 Renren has led a
$40 million investment in stock trading
site Motif Investing, part of the Chinese
social network’s growing portfolio of
bets on financial tech startups [5]. The
new funding will fuel Motif’s expansion into tools for wealth managers
and other financial advisors, who pay
a monthly fee for software that helps
them manage their clients’ portfolios.
Motif has raised more than $120 million
in total from investors including Ignition
Partners, Norwest Venture Partners
and Foundation Capital. Hardeep Walia,
a former Microsoft executive who
co-founded Motif in 2011, said he plans
to expand to the U.K. and Hong Kong
this year. Renren, he said, could help
with an eventual expansion into China,
the country with the world’s largest
Internet population.

philosophy of Motif Investing.
Robinhood (US)
To hear Robinhood
founders Vladimir Tenev
and Baiju Bhatt tell it,
their free stock trading
app was born in the
spirit of Occupy Wall Street [8]. So far,
however, the only members of the 1%
they’re taken money from are the big
name investors who have pumped $66
million into their company: Google
Ventures, Andreessen Horowitz, Index
Ventures, Ribbit Capital and celebrities
Snoop Dogg and Jared Leto.

Later Motif Investing has teamed up
with Pacific Life [6] to provide millennial
investors with an opportunity to invest
in the social causes they care most
about. Four new motifs will be offered,
each including stocks from major U.S.
companies that have made significant
contributions to charities and foundations focused on issues ranging from
education and human rights to fighting
poverty and cancer. The new motifs will
be offered through a new subsidiary,
Swell Investing. The motifs will be managed by Pacific Life and Swell Investing,
while Motif handles the technology and
distribution. The company will donate
20% of its revenues to specific organizations within the four categories. Learn
more about Swell Investing here. The
new motifs are designed with millennials in mind. In addition to helping
socially-conscious thirty-something
investors, the motifs are also low-cost
and transparent, two other issues believed to be especially important to the
millennial generation.
After this, Motif Investing and Ascent
Private Capital Management of U.S.
Bank announced a partnership where
Motif Capital Management [7] (MCM),
the wholly-owned investment advisor
subsidiary of Motif Investing, will serve
as the exclusive manager of thematic
portfolios for Ascent’s advisors. This
key alliance brings together the longterm, strategic, personalized wealth
management of Ascent Private Capital
Management with the intuitive thematic
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True, Robinhood might eventually
squeeze the margins of other discount
brokers. Yet it plans to make its own
profits from the 99%—via interest on
uninvested cash in customers’ accounts
and pricey loans to those with margin
accounts. During a beta test, Robinhood is charging 3.5% interest. When it
officially rolls out margin loans, however, it plans to charge closer to the
8% or so going rate at E-Trade, Fidelity,
Charles Schwab and TD Ameritrade on
small accounts.
Robinhood grabbed our attention
for years while it was still on the drawing board. The company succeeded
in rocking the financial boat when it
launched in Dec 2014 as the first mobile-first, fee-free brokerage, allowing
users to trade stocks without commissions or account fees right from
your smartphone. Later, the company
announced partnerships [9] that will let
users of financial services StockTwits
(one of Fast Company’s Most Innovative
Companies in Finance in 2012), Openfolio, and Quantopian trade directly
using Robinhood’s platform. Educational finance company Rubicoin also
integrated Robinhood services when it
launched in December.
Robinhood itself isn’t getting any
new features, but users who also
have accounts with Robinhood’s new
partners will get to use widgets and
buttons inside those respective apps.
For social financial platforms StockTwits
and Openfolio, this means looking at
trading activity and immediately being
able to trade without having to switch
into Robinhood’s app. The same is true
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for Quantopian, a maker of trading
algorithms. Perhaps best of all, routing
through Robinhood means users can
trade without paying commission fees.
Robinhood chose to partner with
existing companies rather than expand
its own portfolio of services so that
everyone involved is focusing on what
they already specialize in, says Tenev.
“There’s been a lot of creativity in the
space, and no possible way that we can
create every type of product for every
customer,” he adds. “The interface
cannot possibly stay focused and easyto-use if we were to add every possible
feature that a financial customer might
want within Robinhood.”
Natural exposure to Robinhood
through those widgets could mean
more users filtering in from partner
services, but any projected user gains
are hard to predict, says Tenev. There
are more partnerships on the horizon,
but Robinhood isn’t talking about which
companies will be involved.
FEEX (US)
For sussing out
hidden fees in your
brokerage accounts.
FeeX reads the fine print
on your retirement and
brokerage accounts, and shows how
much you could save by investing in
lower-cost options—nearly $19,000 for
the average user, it says. And the service is free (although it plans to charge
in the future). The self-styled “Robin
Hood of Fees” has grown rapidly since
its 2012 launch. In less than a year, it
has analyzed fees on more than $2
billion in assets for 100,000 users in the
U.S. and Israel. In January, it launched a
new “Investment Test Drive” feature that
enables investors to check out hidden
fees on funds before they actually buy—
and get recommendations on cheaper
alternatives. Part of the service’s magic
comes from crowdsourcing, as smallprint readers everywhere help sniff out
hidden fees, but chief marketing officer
Erik Laurence says the company also
partners with Yodlee and Morningstar,
as well as uses government public and
proprietary sources to dig up and calculate fees. Next up for FeeX: Outing the
nasty fees in the mortgage and credit
card industry and a premium product

to help pay for all this goodness. The
company has both ambition and pedigree: Cofounder Uri Levine also helped
to develop Waze, the crowdsourcing
traffic app bought by Google in 2013
for $1.1 billion.
LikeFolio (US)
For taking Facebook
and Twitter feeds and
turning them into an
investment- discovery
tool. Millennials are
famously risk-averse investors, preferring to put their money in savings
accounts to the stock market. It makes
sense—their parents’ investments got
creamed twice during their formative
years, first in the dot-com bubble
burst and then the Great Recession.
Unfortunately, a savings account will
not produce the returns needed for
retirement. That’s why LikeFolio is trying gently to lure this next generation
of adults (which is bigger than even
baby boomers) into stocks with their
secret whistle: Facebook and Twitter.
LikeFolio analyzes user news feeds to
see which popular brands everyone is
yakking up, and then shows the trends
versus stock price in simple graphics.
Experience shows that when people
start mentioning a brand more often—
whether good or bad—the stock price
on the company behind the product
may be ready to move. For example:
The stock of electric carmaker Tesla
skyrocketed months after social media
conversations surged. Sears stock sank
weeks after negative rumblings. (Cofounder and CEO Andy Swan says that,
based on social media chatter now, he
suspects Apple Watch sales are likely to
disappoint). The service is free, including its Learn & Earn weekly emails. This
quarter, keep an eye out for LikeFolio
Pro, a premium-trading alert service.
RISKALYZE (US)
For helping both
advisors and investors
take only the risks they
intend in their portfolios. This software, which
is built for financial advisors, uses the
work of Nobel Prize-winning behavioral psychologist Daniel Kahneman to
measure investor risk tolerance levels.
Before Riskalyze, retail advisors only
had squishy tools for analyzing investor
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appetite for risk. Riskalyze has the
capacity to analyze more than 200,000
investment products—including stocks
and ETFs—and then quantify the risk
embedded in a portfolio with a single
number. Investors are often shocked
to learn that their position in Apple or
another household brand, say, can put
them well above their risk threshold.
Cofounder and CEO Aaron Klein says
he has been adding hundreds of new
advisors monthly to the platform, and
his board includes high-profile advisors
Barry Ritholtz and Josh Brown, aka The
Reformed Broker. Last fall, Riskalyze
launched Compliance Cloud, a big
data platform that will help large wealth
managers cull through millions of client
holdings nightly, index the results, and
deliver a report highlighting potential
compliance problems.
ADDEPAR (US)
For creating a
financial dashboard to
give wealth managers
a 360-degree view
of investor portfolios. Billionaire Joe Lonsdale is at it
again, assembling a stable of techies
to manage millions of pieces of data
in complex portfolio holdings for the
high-net-worth crowd. (Lonsdale is the
cofounder of Palantir Technologies, the
hot big data company that is becoming
an incubator for financial tech startups).
Addepar emerged from the ashes of the
financial crisis with a special mission:
to out financial risk. In the run-up to
the financial meltdown, the firms that
ran money for the 1% began investing
in more and more types of products
and in more parts of the world. But
the internal systems to track positions
didn’t keep pace with the increased
complexity in the portfolios. Most managers were depending on Excel and
Google Docs, but those tools weren’t
up to the job. And that meant that no
one had a clear picture of what the risk
exposures might be. Addepar says it’s
working with advisors who represent
more than $100 billion in net worth.
Early Addepar adapters include Iconiq
Capital, which manages some of Mark
Zuckerberg’s fortune, according toThe
New York Times. The high-tech honey
snagged a $50 million round of financing last spring, led by David O. Sacks, a
former PayPal executive and founder of
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Yammer.
Ellevest (US)
Sallie Krawcheck
spent a career at the top
of some of the world’s
leading financial institutions before starting
Ellevest [10], an investing platform for
women, in the beginning of 2015. She’d
be the first to tell you that even her level
of experience wasn’t enough to make
it a cakewalk. “The truth is that being
an entrepreneur is harder than running
Merrill Lynch—and I should know,” she
says, “having run Merrill Lynch. It’s the
hardest thing I’ve ever done.”
The former Wall Street executive has
raised $10 million in funding to launch
a new digital investment platform for
women [11]. The Series A round led by
Morningstar, an investment research
firm, and included a slew of financial
heavyweights, such as Mohamed
El-Erian, chief economic adviser at Allianz and the former CEO of PIMCO; Ajay
Banga, president and CEO of Mastercard; and Brian Finn, former president
of Credit Suisse First Boston.
The initiative—called Ellevest—
doesn’t officially launch until next year.
Krawcheck will be the company’s CEO
and Charlie Kroll, founder of fintech
startup Andera, will serve as Ellevest’s
president and COO.
A veteran of the financial world,
Krawcheck previously held top posts at
Citigroup and Bank of America. In 2013,
she bought women’s networking group
85 Broads from former Goldman Sachs
executive Janet Hanson. The business
has since changed its name to Ellevate
and expanded to include a mutual fund
that invests in companies that advance
women. Krawcheck will continue in her
role as chair of Ellevate.
A product that targets women can
also be very attractive to investors, adds
Sharkey, who co-founded iVillage and
was the president of BabyCenter. Female consumers drive “north of 85% of
all purchasing power in the consumer
marketplace,” she says.

Robo-advisers
Robots are everywhere. They help
lawyers make decisions, they sweep

up after our parties, and now they can
help you figure out how to invest your
money.
Biggest brokerage firms in US
started a price war against robo-advisors: Schwab launched free Schwab
Intelligent Portfolios service, Vanguard
announced online advisory tool, which
costs 0,3% of AUM for investor [12].
Betterment, New
York-based investment
management and trading startup, has raised
$60M [13] in Series D
funding — the company was valued at
$500М (total funding — $105М). The
round was led by Francisco Partners,
and also included Citi Ventures, Northwestern Mutual, Bessemer Venture
Partners, Menlo Ventures, Globespan
Capital Partners, Anthemis Group. The
company is valued at $400-500M [14],
while its main competitors– Personal
Capital and Wealthfront — are valued at
$250M and $700M, respectively. Betterment is the largest company in the “robo-advisors” category in terms of assets
under management with portfolio of
$1,4B from 65 000 customers.

Wealthfront, the largest of the PFM
services for algorithmic investment, has
crossed the $2B mark in terms of assets
managed [15] and grew four-folds on
this indicator for the past year. The major part of Wealthfront customers are
young professionals who put around
$90K in its hands, with the biggest
account topping out at $10M.
Also Wealthfront announced that
former Facebook design director Kate
Aronowitz [16] joined the company
as their new vice president of design. Formed in 2008 as one of the
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new wave of financial robo-advisors,
Wealthfront aims to largely automate
the investment process, making it painless for users to invest their money even
without knowing the first thing about
the stock market. With Aronowitz now
joining the company, she becomes
yet another high-profile Silicon Vally
designer joining the finance world.
Robo-advisor
Wealthfront will manage the first $10,000 of
an investor’s money for
free and charges a flat
0.25% of assets a year above that—the
opposite, it boasts, of the traditional
money management model in which
the percentage of assets charged falls as
the size of an account grows. In a blog
post earlier this year, CEO Adam Nash
accused rival robo-advisor Betterment
of “preying on those who can least
afford it. ” Huh? Betterment charges a
whole $3 a month for accounts under
$10,000, or 0.35% of assets if investors
set up a $100 monthly automatic deposit. For investors who have between
$10,000 and $100,000, it charges the
same 0.25% of assets as Wealthfront and
above $100,000, it’s cheaper, at 0.15%.

Both firms use similar low cost index
mostly from Vanguard and iShares
ETFs, although Wealthfront adds an individual stock twist for taxable accounts
over $100,000 (more on that later).
Does 0.25% of assets a year strike
you as pricey for robo-management
of your money in passive index funds?
Motif Investing’s main business is
selling thematic stock portfolios (it calls
them Motifs) to active individual investors. But it has challenged the robos
with nine commission and manage-
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ment fee free “Horizon” motifs made up
entirely of low-cost index ETFs. They’re
designed for 1, 5 and 15 year time horizons and for three levels of risk. This
too is a freemium play; Motif allows
you to customize the portfolios—but
then you’re back to paying its standard
commission.
Another sort of free option: In March
Schwab launched its Intelligent
Portfolios, 20 risk-adjusted portfolios
of index ETFs with no management or
transaction fees. Note, however, that
the underlying ETFs, a quarter of which
are from Schwab, often have a higher
average cost than the ones Wealthfront,
Betterment and Motif use. Plus, Schwab
keeps 6% to 30% of each portfolio in
a low return money market account,
earning a little extra profit for itself.
The Schwab portfolios could be
attractive to investors who want to
consolidate holdings at a full service
brokerage where they can also trade
individual stocks and to current Schwab
customers. Indeed, in just five months,
the portfolios drew $4.1 billion in assets
with about 80% of that coming from
existing Schwab customers. (Wealthfront manages less than $3 billion).
Meanwhile, the robos have started
adding their own bells and whistles. For
example, last December Wealthfront
expanded a service in which it buys
individual stocks to replace (and replicate) the S&P 500 or S&P 1500 ETF in
taxable portfolios exceeding $100,000.
That maximizes the opportunities to
harvest tax losses. While Wealthfront’s
claim that this can add as much as 2% a
year to returns is a gross exaggeration,
it’s still a valuable service that can cost
an extra 0.3% of assets a year to obtain
elsewhere.
For stepping into the robo-adviser
world and slashing management fees
to zero. Chuck is hungry. The likes of
Wealthfront and Betterment have
been trying to eat his lunch with their
low-cost investing software. But can
they beat Chuck’s brand-new 0% on
asset-management fees? Beginning
in the first quarter of 2015, the new
Schwab Intelligent Portfolios charge
only for the underlying operating
expenses of the ETFs in its passive

investing product. Schwab’s Naureen
Hassan says the company is targeting
the 80% of those who aren’t getting any
formal investment advice and prefer a
technology-driven approach. Schwab
is a behemoth, with more than $2.46
trillion in client assets; it runs nearly $27
billion in proprietary ETFs—more than
10 times the assets in the most wellknown upstarts. So far, it has received
20,000 queries since the product was
announced in October, and branches
report that new customers transferred
accounts from competitors in anticipation of the launch, Hassan says. Critics
of robo-advisers worry that investors will feel shortchanged when the
markets go down—where will they get
advice?—but Hassan says there’s always
someone at Chuck for Intelligent Portfolios investors to speak with.

man Sachs, UBS and Barclays. They
have self-funded the project to the tune
of $200,000 and they are looking into
further equity funding.
The team has seen over 100 registrations and they are adding brokerage partners to help users act on the
advice the robot gives them. They are
also exploring offering the service as
a white-label addition to investment
house websites. “Comparable systems
/ software packages are expensive and
not really an option for many upstart
independent advisory firms,” said Pair.
eToro raised an additional $12
million [18] from Commerzbank. The
new $12 million round of funding
provided to eToro represents the very
first investment of CommerzVentures,
which joins existing eToro investors in
a Series D Financing. CommerzVen-

with themes like “Improve Education,”
“Fight Cancer,” “Uphold Human Rights,”
and “End Poverty.” For a minimum of
$250, you can put your hard-earned
dough towards good causes, while
hopefully making a decent return at the
same time (and don’t worry, you can be
any age). You can put your hard-earned
dough towards good causes, while
hopefully making a decent return. Swell
is a partnership between Pacific Life, an
insurance firm, and Motif Investing, an
online brokerage that allows people to
invest “thematically.”
Acorns, the micro-investment app that
sets up a portfolio for
you by collecting your
spare change, has today
announced the close of a $23 million
[20] Series C financing, led by Greycroft
Ventures and e.Ventures, with participation from Sound Ventures, Garland
Capital, and MATH Venture Partners.
This brings Acorns’ total amount raised
to $32 million.

Asia calling

An Atlanta-based company called
iAllocate [17] is using artificial intelligence to suggest where you should be
stashing your millions. “Currently, iAllocate.me provides investors of all levels
a DIY set of tools to not only educate
themselves about the investor inside
them, but also take away a personal and
strategic Asset Allocation Strategy. The
user/investor can then instantly build a
diversified Tactical Investment Portfolio
with ETF (Exchange Traded Funds) recommendations, which have been intelligently optimized using a proprietary iA
algorithm from a selection universe of
more than 400 different ETFs,” said the
co-founder Tom Pair.

tures joined the venture capital arms
of Russia’s Sberbank and China’s Ping
An as a follower investor in the Series D
financing of eToro. The total investment
volume raised among the investors
amounted to $39 million — eToro raised
$27 million late last year from Sberbank
and Ping The $39 million total includes
a credit line of $10 million by Silicon
Valley Bank. eToro was founded in 2007
with the vision of developing a platform
that would open the financial markets
to everyone by simplifying the user’s
experience. eToro then developed a
contracts for difference (“CFD”) trading
platform, which was launched in 2008.

He is working with Dr. Sudhir Sharma, a portfolio manager of 20 years
with a background in nanotech and
machine learning. Pair worked at Gold-
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New online brokerage called Swell
[19] aimed specifically
at millennials — Swell
offers baskets of stocks

On TradeHero, users who are less
familiar with how stock markets work
can learn how to trade [21]. On top of
that, more experienced users can earn
money by monetizing their reputation as a talented and well-informed
stock trader. This means that one user
can subscribe to another user’s feed
to know whenever they make a trade
or post a comment. This information
is valuable because it can then be
applied to the real stock market. “We
want to gamify trading,” said TradeHero
co-founder and CEO Dinesh Bhatia.
“People often ask me, ‘So you think
the stock market is all fun and games?’
and I say ‘No, but the best way to teach
someone about the stock market is
with fun and games.’”
Bhatia got the idea for TradeHero
back in 2007 and 2008 when the global
economic crisis hit. Although he claims
to have only been a hobbyist trader,
Bhatia says he lost a great deal of money. According to him, the middle class
will always bear the brunt of economic
downturn. Because of this, Bhatia says
he wanted to take back the power from
Wall Street. With TradeHero, users can

essentially replicate the behavior of
other successful traders many times
over, thus empowering and incentivizing TradeHero’s users on both ends.
According to Bhatia, since TradeHero’s inception in January 2013, it gained
3.5 million registered users. dditionally,
TradeHero has cracked the Chinese
market. “You can’t work remote from
Singapore, you’ve got to get your ass
to China,” says Bhatia. TradeHero’s first
attempt to enter China was via a simple
language translation on its app. However, the effort was a flop. Bhatia says:
“We were so lucky because when we
told our investor KPCB we failed, they
said, ‘okay. Now try again.’”

also a Singapore investment analyst
with Mercer Investment Consulting. Her
co-founder, Daniel Chia, has roughly
seven years experience as a Vice President at Ortus Capital Management, and
prior to that as an Investment Manager
at the Government of Singapore Investment Corp.
Put simply, Call Levels provides
real-time financial monitoring and notification service on the cloud, covering
more than 5,000 assets including US equities, Forex, Futures — and now Bitcoin.
Users can set a call level — an industry
term that means “call me when the price
hits a certain level” — and be notified

on relationships [between manager and
client],” Siantar said.
To be clear, Call Levels is not looking
to white label its technology. The app,
which is seeing 15 per cent month-onmonth growth, already boasts 6,000
users who have created 20,000 active
call levels. There are an estimated 230
million people globally who own at
least one stock in the markets actively,
suggesting a global opportunity — not
limited to Asia. Hobby traders and
market watchers are also viewed as
potential users.
StockRadars, a
Thai-based service for
trading stocks of Asian
public companies,
raised $800 thousand
round at a $5-$10M valuation [23].
Chinese stock
trading app iMaibo has
more than 650k installations and planed to
raise up to $10 M next
round [24].

TradeHero did try again, but this
time it decided to go full force into its
localization methods. It was a success,
gaining 300,000 new users in China
each month. TradeHero is inherently a
very disruptive product in the financial
sector. The app has built a database of
millions of traders and traders-to-be.
However, Bhatia says he remains fearful
and respectful of Asian markets.
In July 2015 Singapore-based
real-time financial monitoring app Call
Levels was raising a US$500,000 bridge
round to spur growth [22]. Call Levels
has previously raised US$140,000 in angel funding since its launch in October
last year, led by angel investor and former JP Morgan executive Timothy Teo.
The remaining funds came from private
undisclosed hedge fund managers.
Cynthia Siantar, Co-founder of Call
Levels, was previously a Hong Kongbased equity capital markets associate
with HSBC for nearly three years, and

228

instantly through a mobile notification.
A premium automated phone calling
service is planned to be rolled out soon.
The startup has partnered with itBit,
a global bitcoin exchange and the first
of its kind to be fully regulated under
the New York banking laws, which
inked a deal to provide Bloomberg’s
300,000 terminals globally with real-time Bitcoin monitoring. Call Levels
is available on iOS, Android and Apple
Watch.
There are plans to offer customised
versions of the software to financial institutions like banks to help them better
engage their wealth management clients. Several have already approached
the team to discuss deals, Chia said,
with two large deals expected to be
signed soon. Currently, banks spend
huge amounts of money every month
on contacting clients through manual phone calls and SMS. “The whole
wealth management industry still works
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Financial services site FundsIndia
announced that it raised US$11 million
[25] in series C led by asset management firm Faering Capital. Existing
investors Foundation Capital and
Inventus Capital Partners also participated in this round. The fresh funding
will be used for marketing. It will also
be used to enhance its service offering, especially using mobile platforms.
FundsIndia offers mutual funds from all
asset management companies, stocks,
and exchange traded funds (ETFs) from
Bombay Stock Exchange, fixed deposit
products from companies, Reliance
MyGold Plan, and other services. It
has tied up with 39 banks for online
transaction facilities and claims to have
customers from all over the country
and abroad.

Asia to surpass
North America
as Welthiest
Region in
2016: great
opportunities for
fintech
Fast growth in Asia and strong market performance drove much of the
wealth growth in 2014, when worldwide assets reached a record-high
$164.3 trillion, according to the 2015
Global Wealth Report by the Boston Consulting Group ,Winning the
Growth Game [26]. Wealth managers
and advisory firms are also anticipating
the coming digital revolution in financial services, though a tangible impact
has yet to be felt.
In fact, Asia-Pacific is expected to
surpass North America as the wealthiest region in 2016, with China (at 25%
growth) and India (at 44% growth) being
the main catalysts. It is also expected to
drive half of the global wealth growth
until 2019. “I may be biased, but when
it comes to wealth, I truly believe Asia is
the place to be,” said Federico Burgoni, a
partner focusing on Asia-Pacific.
Senior partner Bruce Holley also saw
opportunities in profitability as more
financial services go digital. The uses
for technology in financial services
range from more basic offerings such
as mobile banking to more complex
backend technologies such as “robo-advisors” that use algorithms to create
optimal portfolios for investors based on
their goals, timelines and risk tolerance.
So-called “fintech” can even include
social media that allow clients to discuss
market developments. Technologies can
be embedded into the client experience,
and different ones can be targeted
to specific groups. “Across different
age groups, digital can mean different
things — is it mobile, is it desktop,” Holley
said, adding “Older users are actually
active users on the desktop.”
But digitization is not occurring as
quickly in wealth management as in
other industries, partly because of the
difficulty in determining how to integrate technology into a client-advisor
relationship. But robo-advisors such as
Betterment, Wealthfront, Future Advi-
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sor, Motif Investing and lesser-known
players, are creating competition for
wealth managers who feel pressure
to act. “The vast majority of wealth
clients want a person and an individual
they trust and they can talk to. They
just want that in a very different way,”
he said. “It’s not just sitting behind a
mahogany desk once a quarter or twice
a year” but about more frequent and
rapid interactions.
But innovations in technology
can help wealth managers increase
revenue, create greater efficiency and
better retain clients. Financial technologies such as robo-advisor algorithms
can help with profitability by allowing
the relationship manager to spend less
time making portfolios for individuals
but spending more time with clients.
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Bitcoin, rip.
Blockchain is sexy

2015 was still a busy year for blockchain. Venture capital investments topped $1 billion
for the first time [1]. People are finding it easier to invest in the digital currency, thanks to
the debut of firms such as Bitcoin Investment Trust. Big financial companies—Nasdaq,
American Express and Visa— invested in blockchain startups, “a game changer in terms
of attitude towards the technology”. The race toward real-time financial services involves
a wide array of stakeholders and possibilities, ranging from common standardization to
re-engineering underlying processes and protocols through blockchain technology [2].

The Bank of England, in a report
earlier this year, calls it the “first attempt
at an Internet of finance,” while the
Federal Reserve Bank of St. Louis hails it
as a “stroke of genius.” In a June white
paper, the World Economic Forum says,
“The blockchain protocol threatens to
disintermediate almost every process
in financial services.” In a matter of
months, this word, blockchain, has
gone viral on trading floors and in the
executive suites of banks and brokerages on both sides of the Atlantic. You
can’t attend a finance conference these
days without hearing it mentioned on
a panel or at a reception or even in the
loo. A June report backed by Santander InnoVentures, the Spanish bank’s
fintech investment fund, estimated the
blockchain could save lenders up to
$20 billion annually in settlement, regulatory, and cross-border payment costs.
In April, UBS installed a half dozen
developers in London’s Level39 accelerator to download blockchain source
code from the Internet and delve into
how it might revolutionize payments,
cybersecurity, and other banking needs.
In June, Nasdaq teamed up with Chain,
a San Francisco firm, and launched a
project to use the blockchain to issue
and transfer the equity shares of closely
held companies on the exchange’s
private marketplace. Barclays, Goldman
Sachs, the New York Stock Exchange,
and Santander are backing cryptocurrency ventures. Venture capitalists

230

plowed $400 million into dozens of
digital currency startups in the first six
months of 2015.

any expenses related to compliance,
anti-laundry legislations and consumer
rights protection requirements

Rakuten [3], Japan’s
largest online retail
firm, now accepts bitcoin. In October 2014
it invested $14.5M in
Bitnet (development of infrastructure
for bitcoin), which now processes
Rakuten payments. Also now you can
pay for purchases of Dell equipment
in Bitcoins not only in the US but also
in the UK and Canada [4]. The world’s
first electronics retail store that sells
goods only for Bitcoins has been
opened in San Francisco [5]. Stripe, a
breakthrough online acquiring project,
numerously mentioned in our digests,
now supports Bitcoin payments too
[6].

And while this year bitcoin became
easier than ever to buy and sell, thanks
to an expanding network of bitcoin
ATMs, bitcoin exchanges, and peer-topeer trades through services like the
classified advertising site LocalBitcoins,
the currency’s backers have yet to find
a way to make it indispensable to the
average Internet user [10]. The past year
also saw the collapse of a number of
bitcoin-related businesses, from mining
companies affected by the currency’s
decline in value to consumer-facing
businesses that failed to gain traction.

The Bank of England
seriously suggests [7]
it could create its own
digital currency like Bitcoin. (“Distributed Ledger Technology: beyond
block chain” [8], a report by the UK
Government Chief Scientific Adviser.)
MasterCard filed a request to the British
governors urging them to pay more attention to the cryptocurrencies [9]. The
payment network claims that transfer costs of those systems are much
lower only because they don’t have
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European Union countries plan a
crackdown on virtual currencies and
anonymous payments made online and
via pre-paid cards in a bid to tackle terrorism financing after the Paris attacks
[11]. The bitcoin mining pool BTC Guild,
which enabled miners to share the
risks and rewards of mining the digital
currency, shut down this summer citing
increased competition and regulatory
uncertainty. Dutch firm Mining ASICS
Technology declared bankruptcy in
January after being unable to deliver
pre-ordered mining hardware, according to bitcoin news service CoinDesk.
Connecticut-based mining company
GAW Miners fell into disarray amid controversy over its own bitcoin alternative,

called PayCoin, and a lawsuit by the
Securities and Exchange Commission
alleging it fraudulently oversold stakes
in its Hashlets mining operation. “There
was no computer equipment to back
up the vast majority of Hashlets that
defendants sold,” the SEC alleges.
On the consumer side,
bitcoin-based crowdfunding site Swarm
shut down amid disputes between its
founders and a lack of funds, according
to news service CoinTelegraph. Bitcoin
exchanges Yacuna, Harborly, and Vault
of Satoshi, each of which allowed customers to trade bitcoin for conventional
currency, all also ceased operations
in 2015, according to CoinDesk. In the
meantime, a wide variety of financial
and tech companies have begun to
look seriously at harnessing the underlying blockchain technology—and, in
some cases, even the bitcoin network
itself—for recording other types of
financial transactions.

how the cloud can help cure cancer.
Goldman writes that there are expectations that the blockchain could revolutionize “everything,” though roadblocks
remain. The blockchain, which is the
digital public ledger underlying bitcoin,
is these days “taking center stage” from
the currency it was supposed to support, Goldman wrote. It’s “promising
an ushering in of a new set of tools to
cut costs and challenge the profit poll
of the middle-man with a promise to
make centralized institutions obsolete.”
In doing so, it has the potential to make
interactions quicker, less expensive and
safer. In addition to bitcoin’s blockchain, Goldman said there are growing
sets of private and permission-driven
shared ledgers gaining traction and
worth focusing on. But, like any new
technology, the bank added that the
hype cycle is building with no real legislative or regulatory framework.
Libertarians dream of a world where
more and more state regulations
are replaced with private contracts

So what’s in store for 2016? We’ll
probably see the first blockchain company valued at more than $1 billion, a
self-imposed slowdown in new blockchain production (which will put some
miners out of business) and more financial institutions embracing the currency
and its technology. The main unknowns
are the price, consumer adoption and—
as always—the real identity of bitcoin’s
creator, Satoshi Nakamoto.
Summer 2016 marks four years since
the last halving, with the cap set to drop
to 12.5 bitcoins every 10 minutes. That’s
bad news for some miners, especially
those with older machines. “They are
just going gangbusters and trying to
mine as much as possible,” said Bobby
Lee, CEO of Chinese bitcoin exchange
and mining pool BTCC. With fewer
new bitcoins floating around, the price
of the virtual currency could climb in
value, he said.
The seven
topics Goldman Sachs
explores [12]: how the
blockchain could disrupt everything, a new
frontier in space, the value of college,
the effect of America’s youngest cohort
Gen Z, the likelihood of another Flash
Crash, lithium as the new gasoline and

231

Money of the Future 2015 | Life.SREDA VC | lifesreda.com

between individuals—contracts which
blockchain-based programming would
make self-enforcing [13]. Today’s world
is deeply dependent on double-entry
book-keeping. Its standardised system
of recording debits and credits is
central to any attempt to understand a
company’s financial position. Whether
modern capitalism absolutely required
such book-keeping in order to develop,
as Werner Sombart, a German sociologist, claimed in the early 20th century,
is open to question. Though the system
began among the merchants of renaissance Italy, which offers an interesting
coincidence of timing, it spread round
the world much more slowly than
capitalism did, becoming widely used
only in the late 19th century. But there
is no question that the technique is of
fundamental importance not just as a
record of what a company does, but as
a way of defining what one can be.
Ledgers that no longer need to
be maintained by a company—or a

is also called a distributed or a decentralized ledger. This replication makes
the blockchain secure. The only way to
tamper with it would be to seize control
of most of the computers holding the
blockchain in their memories, which
miners call the “51 percent attack.”
Such an assault has a better chance of
materializing in the next Bond flick than
in reality.
“Smart contracts” execute themselves automatically under the right
circumstances. Bitcoin can be “programmed” so that it only becomes
available under certain conditions.
One use of this ability is to defer the
payment miners get for solving a puzzle
until 99 more blocks have been added—which provides another incentive
to keep the blockchain in good shape.

Digital Asset
Holdings

government—may in time spur new
changes in how companies and governments work, in what is expected of
them and in what can be done without
them. A realisation that systems without
centralised record-keeping can be just
as trustworthy as those that have them
may bring radical change.
Such ideas can expect some
eye-rolling—blockchains are still a
novelty applicable only in a few niches,
and the doubts as to how far they
can spread and scale up may prove
well founded. They can also expect
resistance. Some of bitcoin’s critics
have always seen it as the latest techy
attempt to spread a “Californian ideology” which promises salvation through
technology-induced decentralisation
while ignoring and obfuscating the
realities of power—and happily concentrating vast wealth in the hands of an
elite. The idea of making trust a matter
of coding, rather than of democratic
politics, legitimacy and accountability,
is not necessarily an appealing or empowering one.
At the same time, a world with record-keeping mathematically immune
to manipulation would have many
benefits. Evicted Ms Izaguirre would
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be better off; so would many others
in many other settings. If blockchains
have a fundamental paradox, it is this:
by offering a way of setting the past and
present in cryptographic stone, they
could make the future a very different
place.
In 2009, a mysterious coder named
Satoshi Nakamoto released bitcoin and
the math that makes it work on the
Internet. He (or she or they—Nakamoto
has yet to be identified) created a peerto-peer network to enable people to
buy and sell bitcoins and to automatically secure and perpetuate the system.
Every 10 minutes, coders around the
world known as miners race to be the
first to solve mathematical equations
and record transactions made with bitcoins as entries, or blocks, on a digital
ledger. In return for their work, which
requires brute force computing power
to complete, the program rewards miners with bitcoins, which motivates them
to process transactions faster.
Here’s the key part: Every new block
is connected to every prior one in a digital chain. So the record of every bitcoin
transaction lives on the computers of
the miners and is updated with each
new entry. That’s why the blockchain
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These Wall Street veterans all know
who Blythe Masters is [14]. Born in
Oxford and educated in economics
at Cambridge, Masters came of age at
JPMorgan. At 18, she joined its London office as an intern during a year
off before university. By her mid-20s,
Masters was working on the bank’s
derivatives team in New York. She
helped design a way to remove lending
risk from JPMorgan’s balance sheet
by getting another party to protect the
bank against a default in return for a
premium. The contract, which made
it possible to bet a bond would fall in
value, was dubbed a credit-default
swap, and investors fell in love with it.
In 1999, Masters, then 30, was named
head of the bank’s global credit derivatives unit. She’s the wunderkind who
made managing director at JPMorgan
Chase at age 28, the financial engineer
who helped develop the credit-default
swap and bring to life a market that
peaked at $58 trillion, in notional terms,
in 2007. She’s the banker later vilified by
pundits, unfairly some say, after those
instruments compounded the damage
wrought by the subprime mortgage
crash in 2008.
After the fall of
Lehman Brothers in
September 2008, some
media outlets highlighted her work with

credit derivatives and cast her as one of
the instigators of the crash. In a speech
that year at SIFMA’s annual conference in New York, she noted that she’d
been dubbed “The Woman Who Built
Financial Weapons of Mass Destruction.”
JPMorgan CEO Jamie Dimon backed
her all the way through this period, but
her fortunes turned in 2013, when the
Federal Energy Regulatory Commission investigated whether traders in
her commodities division manipulated
California’s electricity market. JPMorgan
paid a $410 million settlement to end
the case without denying or admitting
wrongdoing; Masters wasn’t implicated
in the matter. Dimon agreed to sell the
business to a Swiss trading firm called
Mercuria Energy Group in March 2014,

and Masters resigned.
Now, one year
after quitting JPMorgan amid another
controversy, Blythe
Masters is back. She
isn’t pitching a newly
minted derivative or
trading stratagem to this room. She’s
promoting something wilder: It’s called
the blockchain, and it’s the digital ledger
software code that powers bitcoin. Masters is the CEO of Digital Asset Holdings,
a New York tech startup. She says her
firm is designing software that will enable banks, investors, and other market
players to use blockchain technology to
change the way they trade loans, bonds,
and other assets. If she’s right, she’ll be
at the center of yet another whirlwind
that will change the markets. Masters
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plans to offer banks and other financial
players both options: Digital Asset is
creating an off-the-shelf private blockchain product and developing ways to
connect its customers to the existing
blockchain system.
As Masters dug deeper into bitcoin,
she learned that it was just one of
many applications that could run on
the blockchain. Startups in London,
Silicon Valley, and even Mexico City
were already developing ways to use
it to transfer and record land titles,
airline miles, gold, and diamonds.
Masters realized that bitcoin wasn’t
really about bitcoin—it was all about
the blockchain. “I had an aha moment,” Masters says.
She then plumbed why the ledger could transmit assets without an
intermediary, which would change
everything she knew about the way the
markets completed trades. Buyers and
sellers, of course, can’t automatically
trust one another. In the fixed-income
market, for example, we need middlemen to draw up contracts between
buyers and sellers that cover interest
payments, terms, and collateral, plus
clearinghouses to guarantee the exchange of cash for securities.
Through her research, Masters
understood how you could input all
that information into a digital “smart
contract” on a distributed ledger.
Conceptually, it’s similar to the way
you can embed video in an e-mail. But
the difference is that when you send
that smart contract along, it doesn’t
just contain data, it transfers ownership
of the security. The value belongs to
whoever possesses it. So a trade could
be settled in minutes instead of days or
weeks, Hirani says.
Anyone with access to the ledger
can read the contract with a click of a
mouse. That means regulators, who
depend primarily on self-regulatory organizations to police the markets, could
easily verify that a securities transaction
didn’t violate anti-money-laundering
rules or other laws. The blockchain, in
essence, automates trust.
The clincher for Masters was how
the technology can affect risk. Every
hour that a trade hangs suspend-
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ed between sale and purchase, the
chances mount that it won’t be fulfilled,
she says. Institutions have to set aside
capital to protect themselves from
such failures. Since the 2008 crash,
regulators in the U.S. and the European
Union have directed banks to allocate
ever-larger sums to cover their exposures. If the blockchain could shorten
the settlement time for, say, syndicated
loans, from 20 days to 10 minutes,
this risk would be reduced and capital
would be freed up.
In March 2015, Masters joined
Digital Asset as CEO. She, Hirani, and
Wilson set to work developing blockchain-based software for three inefficient markets they deemed ripe for an
overhaul: syndicated loans, U.S. Treasury repos, and equity shares in private
companies. At the same time, Masters
recognized that the open structure of
the bitcoin process—no one controls who does the mining—would
be anathema to an industry in which
client confidentiality is sacrosanct. So
in July, the company acquired Hyperledger, a San Francisco software firm
that’s developing the technological
equivalent of gated communities. Its
system is designed so that users will be
able to process transactions themselves rather than depend on the open
bitcoin blockchain.
“Blythe sees that a new industry
is being created,” says Hirani, who’s
known Masters for 17 years. “There’s no
infrastructure. There’s no companies
that have any kind of scale. She’s done
the bank thing. She did commodities. She did derivatives. She did loan
portfolio management. This allows her
to bring all of that experience to bear in
creating an ecosystem—and a company around it.”
The newest venture from Blythe
Masters appeared to be an overnight
success story in the making [15]. And
Ms. Masters has already received a
promise from JPMorgan, her former
employer, to be the lead investor on the
new project, pitching in around $7.5
million. But Ms. Masters’s company has
been struggling for months to close the
deal with other investors. Most recently,
large banks including Goldman Sachs
and Citigroup have balked at putting

money into Digital Asset Holdings after
learning that JPMorgan was being
given better terms than other investors,
according to several people briefed on
the deal. The banks and financial firms
looking into investing, the people said,
have also expressed doubts about the
actual software solutions Ms. Masters’s
start-up is working on, much of which
has been put together through purchases of smaller start-ups.
The challenges that Ms. Masters is
facing reflect in part the increasingly
difficult environment facing start-ups
of all sorts as investors have begun to
worry that the tech industry has been
overhyped and overvalued, pushing
down values for companies both public
and private. She is also contending with
the difficulty of building a viable business around the virtual currency Bitcoin
and the various technological concepts
it has introduced to the financial industry, most of all the blockchain. Ms. Masters hoped to raise from $35 million to
$45 million, valuing the company at
$100 million.
Ms. Masters secured most of the
company’s top programming talent
by buying smaller start-ups already
working in that area, firms with names
like Hyperledger, Blockstack and Bits of
Proof. In recent months, the software
that Ms. Masters has shown to potential
investors allows for the issuance and
trading of so-called syndicated loans —
large loans broken into pieces and sold
to different investors. It can take weeks
for trades in this market to go through,
a time span that D.A. is trying to shorten. Investors who have looked at the
software, though, say they are not convinced that Ms. Masters’s technology
will fix the problems in the loan market,
which are attributed as much to human
cooperation as to bad software.

Other names on
top:
Circle,
Coinbase,
BitFury,
Ethereum
Circle, the Bitcoin
startup that veteran
entrepreneur Jeremy
Allaire started, raised
$50 million from
Goldman Sachs and
IDG Capital Partners
[16]. Allaire is the co-founder and CEO
of Circle, a digital currency startup that
also touts a bitcoin wallet, which the
company released last September [17].
While bitcoin has grown in popularity
in recent years, it’s still widely seen
as money for privacy-minded geeks.
Allaire wants to change that perception,
which is why the next version of Circle’s
wallet is designed to let users also hold,
send, and receive US dollars.
In January 2015
Coinbase launched
US first regulated
Bitcoin exchange
[18]. Coinbase
raised $75M round
from BBVA, New
York Stock Exchange and the leading
American direct-bank USAA [19]. The
round is the biggest investment in a
Bitcoin company to date. According to
Coinbase CEO, the money will be used
to develop its mobile app and expand
to new markets – by the end of 2015
the company intends to operate in 30
countries (at that time it was present
in 19). Also Brian Armstrong said that
“non-trading transaction volume”
(purchase-sell) tripled over the past
year to about 12% of the total market
transaction volume, thus, Bitcoin is
gradually becoming an infrastructure
cryptocurrency
In April 2015 Coinbase was finally
landed in the United Kingdom [20].
Coinbase is the bitcoin wallet and
platform backed with more than $100
million from DFJ, NYSE and Andreessen
Horowitz and that has attracted north
of 2.7 million consumer accounts. With
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the expansion, they’re bringing both the
exchange and their consumer wallet
to the British market. UK-based users
will be able to trade bitcoin against the
British pound and the euro. CEO Brian
Armstrong adds that they’re hoping to
be in 40 countries by the end of the
year.
In November 2015 Coinbase introduced the first US-issued bitcoin debit
card, the Shift Card [21]. The Shift Card
is a VISA debit card that currently allows
Coinbase users in twenty-four states
in the U.S. to spend bitcoin online and
offline at over 38 million merchants
worldwide. Merchant adoption has
come a long way over the past few
years, but it’s still difficult for people to
make regular purchases with bitcoin.
Buying gas at a local gas station or
groceries at a neighborhood grocery
store with bitcoin has not been possible
in most cities in the U.S. Thanks to Shift
Payments, it’s now possible to use
bitcoin to buy gas, groceries, and much
more. With the Shift Card, you can now
spend bitcoin anywhere in the world
that VISA is accepted.

As many experts around the world
agree that the dollar’s dominance
won’t last forever the CEO of Coinbase,
Brian Armstrong, believes bitcoin will
“surpass” it as a global reserve currency
“within 10-15 years.” [22] Those that
see the end of the dollar’s influence
ending in the near future see many
issues. Among the many reasons for
this sentiment are “Quantitative Easing”
creating too much liquidity and debasing its value; a lack of demand outside
of the United States, where more than
half the dollars worldwide reside;
bilateral trade agreements increasing at
an increasing rate; moving goods and
services around the dollar to escape its
influence on trade. But the real problem

has been finding a global alternative.
There is nothing that is ready to replace
it alone, so “a basket of currencies” may
be a short-term answer in the coming years until a permanent solution
is found. After over seventy years of
unlimited economic power, the world is
putting the U.S. Dollar on the clock.
In another sign
that the Bitcoin and
the Blockchain are
becoming a platform for the long
term, BitFury, the
Bitcoin Blockchain
infrastructure provider and transaction
processing company, secured $20
million [23] in funding from investors
including DRW Venture Capital, iTech
Capital (Russia) and the Georgian
Co-Investment Fund. Founded in 2011,
by Valery Vavilov and Valery Nebesny,
BitFury has offices in San Francisco,
Washington, D.C. and Amsterdam, as
well as data-centers in Iceland and the
Republic of Georgia.
At present, the global network of
miners computes about 700 quadrillion hashes, or 700 petahashes, per
second. Valery Vavilov, the CEO of
bitcoin mining technology company
BitFury, predicted to Fast Company
[24] the network will soon enter the
“exahash era,” computing more than
one quintillion hashes every second,
thanks in part to new speedier mining
chips it’s set to release early next year.
While BitFury conducts its own mining
operations on a grand scale—the company just opened a massive new data
center in Tbilisi, Georgia, last week that
Vavilov says will on its own ultimately
transform 40 megawatts of power into between 400 and 650
petahash—it also offers its chips
for sale to other miners. For
while controlling more mining
capacity generally means more
blocks added to the chain and
more bitcoin revenue, the bitcoin
community is inherently fearful of any
one organization controlling more than
half of the world’s mining capacity.
“As a responsible player in the Bitcoin
community, we will be working with integration partners and resellers to make
our unique technology widely available
ensuring that the network remains
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decentralized and we move into the
exahash era together,” Vavilov said in a
recent statement.
Having any one company controlling the majority of mining capacity would give it too much power to
manipulate which transactions get
recorded to the permanent chain and
in which order and could trigger a
bitcoin sell-off if users come to distrust
the currency.
The banks’ problems are not unique.
All sorts of companies and public
bodies suffer from
hard-to-maintain
and often incompatible databases and the high transaction
costs of getting them to talk to each
other. This is the problem Ethereum,
arguably the most ambitious distributed-ledger project, wants to solve. The
brainchild of Vitalik Buterin, a 21-yearold Russian\Canadian programming
prodigy, Ethereum’s distributed ledger
can deal with more data than bitcoin’s
can. And it comes with a programming
language that allows users to write
more sophisticated smart contracts,
thus creating invoices that pay themselves when a shipment arrives or share
certificates which automatically send
their owners dividends if profits reach
a certain level. Such cleverness, Mr
Buterin hopes, will allow the formation
of “decentralised autonomous organisations”—virtual companies that are
basically just sets of rules running on
Ethereum’s blockchain.
One of the areas where such ideas
could have radical effects is in
the “internet of things”—a
network of billions of previously mute everyday objects
such as fridges, doorstops
and lawn sprinklers. A recent
report from IBM entitled
“Device Democracy” argues that
it would be impossible to keep track of
and manage these billions of devices
centrally, and unwise to to try; such
attempts would make them vulnerable
to hacking attacks and government
surveillance. Distributed registers
seem a good alternative. IBM said it’s
exploring how the cryptocurrency’s
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shared ledger system can be used in
fields from banking to the Internet of
Things [25]. “It’s a completely novel
architecture for business—a foundation
for building a new generation of transactional applications that establish trust
and transparency while streamlining
business processes,” wrote Arvind Krishna, senior vice president and director
of IBM Research. “It has the potential to
vastly reduce the cost and complexity
of getting things done.”
The sort of programmability Ethereum offers does not just allow people’s
property to be tracked and registered.
It allows it to be used in new sorts of
ways. Thus a car-key embedded in the
Ethereum blockchain could be sold or
rented out in all manner of rule-based
ways, enabling new peer-to-peer
schemes for renting or sharing cars.
Further out, some talk of using the
technology to make by-then-self-driving cars self-owning, to boot. Such
vehicles could stash away some of the
digital money they make from renting
out their keys to pay for fuel, repairs and
parking spaces, all according to preprogrammed rules.
Unsurprisingly, some think such
schemes overly ambitious. Ethereum’s
first (“genesis”) block was only mined in
August and, though there is a little ecosystem of start-ups clustered around
it, Mr Buterin admitted in a recent blog
post that it is somewhat short of cash.
But the details of which particular
blockchains end up flourishing matter
much less than the broad enthusiasm
for distributed ledgers that is leading
both start-ups and giant incumbents
to examine their potential. Despite
society’s inexhaustible ability to laugh
at accountants, the workings of ledgers
really do matter.

Trading and
investments
initiatives

In December 2015 The Securities
and Exchange Commission has approved a plan from online retailer
Overstock.com to issue company stock via the Internet,
signaling a significant shift in
the way financial securities
will be distributed and traded
in the years to come [26]. Over
the past year, Overstock and its
freethinking CEO, Patrick Byrne, have
developed technology for issuing financial securities by way of the blockchain.
Overstock has already used the blockchain to issue private bonds, which did
not require explicit regulatory approval.
Now, the SEC has told the company it
can issue public securities in much the
same way.
Byrne is a protege of Warren Buffet,
and he carries a PhD in philosophy,
with a focus on economics and jurisprudence. He leans libertarian, has
long made a crusade of reforming Wall
Street, and sees bitcoin as something
that can transform society in myriad
ways. In early 2014, Overstock became
the largest online retailer to accept bitcoin, letting consumers buy everything
from smartphone cases to patio furniture with the digital currency. Byrne
hails the technology as a way of freeing
our money system from the whims of
banks and big government.
Even Nasdaq is looking at it. Nasdaq
OMX, the company behind the Nasdaq
stock exchange, is building a system
that uses the blockchain to oversee
trades in private companies, but the
company says it could also apply similar
tech to the public stock markets.
In September 2015 the Commodity
Futures Trading Commission (CFTC)
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announced it had filed and settled
charges against a Bitcoin exchange
for facilitating the trading of option
contracts on its platform. “In this order,
the CFTC for the first time finds that
Bitcoin and other virtual currencies
are properly defined as commodities,”
according to the press release [27].
While market participants have long
discussed whether Bitcoin could be
defined as a commodity, and the CFTC
has long pondered whether the cryptocurrency falls under its jurisdiction, the
implications of this move are potentially
numerous. By this action, the CFTC
asserts its authority to provide oversight
of the trading of cryptocurrency futures
and options, which will now be subject
to the agency’s regulations. In the event
of wrongdoing, such as futures manipulation, the CFTC will be able to bring
charges against bad actors.
In “Top 10 Challenges for Investment Banks 2016” [28] Accenture highlight: “More than ever before, investment
banks are paying attention to digital
technologies and financial technology
(FinTech) innovations. As barriers to entry
fall, they are increasingly aware of an
ecosystem that is emerging just beyond
the four walls of their institutions.
This development is prompting new
solutions and highlighting the need for
fundamental change.”
During the past year, blockchain
technology has rapidly gained traction
in the capital markets industry as one of
the most exciting technological developments in recent history. In surveying
the global financial technology sector,
Accenture has identified blockchains as
“possibly the biggest opportunity from
taking an open approach to innovation”.
This technology has the potential to
help minimize counterparty risk, reduce
settlement times, improve contractual
term performance and increase transparency for regulatory reporting.

12 Southeast
Asian
blockchain
startups

The bitcoin craze has gone well
beyond the US and Europe. In Africa,
startups such as BitPesa are revolution-
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izing the remittance market, enabling
cheap and fast money transfers. In
South America, bitcoin firm BitINKA
announced in June its plans to become
the region’s first universal exchange
platform with operations in Peru, Venezuela, Bolivia, Brazil, Argentina, Colombie and Chile. In Asia, startups are using
Bitcoin and blockchain technology for
all sorts of things: remittances, salary
payments, or even business incorporation [29].
Blockchain might be the next big
thing in the remittance market [30].
Based in Singapore, Toast is a peerto-peer money transfer application
for web and smartphones that targets
Southeast Asian migrant workers,
allowing them to remit money back
home in a faster and cheaper manner.
In October, Toast raised S$1.2 million
in a seed funding round led by Aetius
Capital and ACE & Company to fuel
its expansion in the large and growing
Asian remittance market.
Otonomos is a
Singaporean blockchain startup that
allows entrepreneurs
to incorporate their
businesses on a digital distributed ledger,
allowing massive disintermediation
in traditional processes and reducing
friction, according to Han Verstraete,
co-founder of Otonomos. Its online
service enables users to form, fund and
govern their companies on the blockchain, bringing company incorporation
to the digital era.
Incorporated in
Singapore, BitX is a
bitcoin startup with
offices in Jakarta
and Cape Town, that
offers a number of
services including a
bitcoin wallet and a bitcoin payment
solution for merchants. Founded in
2013, the company launched operations in Nigeria in July 2015 to exploit
Bitcoin’s potential in Africa’s biggest
economy. It has recently raised an
undisclosed amount of funding from
Venturra Capital, a US$150 million
venture fund based in Jakarta, Indonesia focused on the Southeast Asian

fines the way Capital Markets operate,”
DXMarkets leverages blockchain technology to help these businesses benefit
from reduced costs, real-time settlement and transparency. DXMarkets,
which has offices in both London and
Singapore, is one of the ten startups to
be selected to join FUSION’s first batch
of fintech startups.

region to expand to further markets.
BitX’s bitcoin wallet has been qualified as “the slickest and easiest-to-use
mobile Bitcoin wallet.” In July BitX got
$4M from Naspers and Digital Currency
Group [31].
Bitcoin Indonesia
is a bitcoin exchange
platform that allows
users to buy and sell
the digital currency
with Rupiah. Unlike
other domestic
players such as Artabit, Bitcoin Indonesia solely focuses on bitcoin exchange
services, and is arguably one of the
more trusted exchanges in the country.
The company claims that all deposits
and withdrawals are processed within
12 hours, and that it uses military-grade
cryptography to protect users against
fraud. In September 2014, Bitcoin Indonesia concluded a deal with Indomaret,
the largest chain of convenience stores
in Indonesia, to allow residents to buy
and receive bitcoin over the counter at
over 10,000 stores around the country.
Similarly to
Toast, CoinPip is a
Singapore-based
payments company
that leverages the
bitcoin blockchain to
allow global money
transfers, but unlike Toast, CoinPip
targets remote workers by allowing
them to get paid in a faster and easier
way. Payments are sent directly into the
recipient’s bank account so they don’t
have to actually touch Bitcoin. CoinPip
also provides merchant with payment
solutions (Online and Point of Sales
App) that allow merchants to easily
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accept bitcoin from mobile wallets
(Mobile, Web-based and SMS).
Based in Metro
Manila, Philippines,
Coins.ph provides
peer-to-peer wallet
transfers, bill payments, mobile topups, online shopping,
and remittance services. As a service
running on the bitcoin blockchain,
Coins.ph uses the digital currency as a
low cost gateway to banking and aims
to tap into the 300+ million unbanked
people in the Philippines and the rest
of Southeast Asia. Its cash delivery
network covers tens of thousands of
banks, pawnshops, payment outlets,
and door-to-door delivery across the
region.
Based in Kuala
Lumpur, Neuroware is a blockchain
startup that provides
businesses working
with distributed ledger technology with
the appropriate protocols. Neuroware
especially provides businesses with
on-chain data storage, decentralized
identity and authentication, and public
key management services. The company’s industries of expertise include
banking, healthcare, accounting, legal,
governance, logistics, gaming, assets
and insurance.
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DXMarkets is a
software company
specialized in blockchain technology for
the financial sector.
With a goal to “re-de-

Based in Singapore, Digix is an
asset tokenization
platform on the
Ethereum blockchain
that aims to marry
the functionality and
transactional utility of cryptocurrencies
with real world physical assets. For
instance, one Digix Gold token represents a one-gram share of a physical
gold bar. Users can redeem their Digix
tokens any time or trade them on the
Ethereum blockchain for goods, services or any other digital assets such as
bitcoin and ether.
Amilabs is a Thailand
registered software
development company that specializes in
blockchain technology
for the digitization of
physical or electronic assets, commodities and fiat currencies. Its flagship
product, Midas Rezerv and MRCoin.
gold, allows users to invest, trade and
make payments with physical gold
using bitcoin technology. Similarly to
Digix Gold tokens, one MRCoin is fully
backed by one gram of physical gold
stored in secured, fully insured and
audited vaults.
Anthony Lewis,
director of business
development of ItBit,
a Singapore-based
Bitcoin exchange
[32], said: ”Hong
Kong and Singapore
have bitcoin-friendly governments that
have welcomed digital currency companies, but their regulators, while being
world-leading, seem to be in a holding
pattern when it comes to creating a
regulatory framework for cryptocurrency companies”. New York’s Department
of Financial Services granted a license
to Bitcoin exchange itBit, giving the

company the ability to operate broadly
in the U.S. In addition to receiving a
charter from the NYDFS, itBit is also
announced a $25 million round of
funding [33].
Philippine startup
Satoshi Citadel
Industries (SCI)
acquired BuyBitcoin.
ph [34], the first
Philippine Bitcoin
exchange in the
country. Founded by Sam Kaddoura,
Lasse Birk Olesen, James Florentino
and Dan Walton in January 2014,BuyBitcoin.ph is a peso to Bitcoin ‘overthe-counter’ exchange which allows
Filipinos direct access to buying and
selling of the cryptocurrency. With this
acquisition, SCI adds BuyBitcoin.ph
to its array of products that includes
remittance service Rebit.ph, payment
processor Bitmarket.ph, and order book
exchange Coinage.
In July 2015 in a move that should
be of no surprise to anyone familiar
with the space, Citibank admitted
to running a test platform for digital
currencies and is pondering its own
solution, CitiCoin [35]. Citigroup has
built its own digital currency based on
the blockchain. This, in itself, isn’t very
difficult – anyone can create a cryptocurrency in a few seconds with a bit of
programming knowledge. But the fact
that Citibank, at least in its R&D arm, is
looking into the technology is promising.
JPMorgan is “aggressively” investing in the next generation of technology like blockchain and robotics
and its investment drive in these areas
is part of its “major priorities” in 2016,
according to an internal memo [36]. A
note sent to employees by Daniel Pinto,
head of JPMorgan’s Corporate and
Investment Bank, shows that the lender
wants to ensure its $9 billion investment in technology continues in 2016.
Blockchain, big data, and robotics are
the focus for JPM. Working groups are
also being pushed to develop “market-leading platforms,” with no detail on
what they might be.
DBS Group Holdings is working
with Standard Chartered on develop-
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ing distributed ledger technology for
trade finance in Singapore [37]. The
banks have completed tests on the
technology and will start collaborating
with other companies next year, Mr
Shirish Wadivkar, head of payables,
receivables & flow FX at Standard
Chartered, and Ms Lum Yin Fong, DBS’s
global head of client management and
implementation, said on a call with
Bloomberg. In pursuing the technology
that underpins cryptocurrencies, including bitcoin, Standard Chartered and
DBS are developing a new approach
that could transform the trade finance
business by speeding up banking transactions, while cutting costs and boosting transparency. Banks are seeking
ways to bolster trade-finance operations in Asia that have been hobbled by
slowing economic growth in the region
and slumping commodity prices.
Swiss banking giant UBS is to open
a technology lab in London [38] to
explore how blockchain technology
can be used in financial services. The
lab, set to open this month and occupy
a dozen desks at Canary Wharf-based
fintech accelerator space Level39 – a
hub in London for financial technology
startups– will bring together technology experts from the bank and the wider
fintech community.
In December 2015 Consortium R3
announced [39] that 12 more banks
have joined its project, taking the total
number of banks signed up to 42. R3
is the startup convening the banking
industry to develop sector-wide standards and use cases for the blockchain.
Banks are hoping they can adapt this
technology to let them deal directly
with one another, making things faster,
cheaper, and easier. This would involve
either using bitcoin’s blockchain or,
more likely, building a replica system —
a private blockchain.
New York startup R3, which
launched in September, has taken
charge of efforts to work out how
exactly the world of finance will do
this. CEO David Rutter says: “R3 has
long believed that distributed ledger
technology has the potential to impact
the financial services sector the way the
Internet changed media and entertainment.” R3 will now look to sign up non-
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bank financial institutions in the new
years — asset managers and the like.
Here’s the full list of banks signed
up: Banco Santander, Bank of America,
Barclays, BBVA, BMO Financial Group,
BNP Paribas, BNY Mellon, CIBC,
Commonwealth Bank of Australia, Citi,
Commerzbank, Credit Suisse, Danske
Bank, Deutsche Bank, J.P. Morgan,
Goldman Sachs, HSBC, ING Bank,
Intesa Sanpaolo, Macquarie Bank, Mitsubishi UFJ Financial Group, Mizuho
Financial Group, Morgan Stanley, National Australia Bank, Natixis, Nomura,
Nordea, Northern Trust, OP Financial
Group, Scotiabank, State Street, Sumitomo Mitsui Banking Corporation,
Royal Bank of Canada, Royal Bank of
Scotland, SEB, Societe Generale, Toronto-Dominion Bank, UBS, UniCredit,
U.S. Bancorp, Wells Fargo and Westpac
Banking Corporation.

Blockchain for
non-financial
innovation
Banks and the bitcoin faithful alike
often find themselves in agreement
that the Blockchain is one of the most
important discoveries of our age. But
blockchain future much bigger than
financial services [40]. Here are several
very innovative, and likely disruptive,
companies today that use the blockchain outside the banking and financial
industry [41].
Ascribe allows
artists to claim
ownership and issue
numbered, limited-edition prints of
all kinds of artwork
in their digital form
using the Blockchain. It even includes
a marketplace and assists in buying
and selling art through their website,
removing the need for escrow. “Ascribe
is for any creator who wants to protect
and manage their creative work. ascribe
lets you share your work knowing that
your authorship claim is secured and
enables buyers to collect and truly own
your digital work. With ascribe, selling
digital property is as easy as selling
physical property. ascribe allows you
to transfer intellectual property (IP)

to someone, anywhere in the world,
simply by email. We aim to democratize
IP by making it easily accessible to the
individual.”
BitProof is the
most advanced of
the many document
timestamping apps
that have popped up
in recent years, making notaries obsolete.
Although free versions like Blocksign
andOriginStamp exist, BitProof offers
more services, including one that
targets intellectual property protection.
Interestingly, BitProof has recently partnered with San Francisco’s Holberton
School to put their student academic
certificates on the blockchain, totally
re-engineering how diplomas and student certificates are handled and used.
What BitProof does for documents,
UProov does for photos and video.
Easily the most advanced of all the
timestamping applications to date, this
smartphone app might turn out to be
the most useful blockchain application
of them all since there is no limit to the
situations you can find yourself in needing to prove something that happened
around you. “Now for the first time
the photos and videos you take can
be proven and relied upon as being
authentic... A unique time stamped
Key is created from the recording and
inserted directly into the Blockchain
Ledger. The recording is now locked,
change even one pixel and the key
will not match. The Key in the ledger is
rock solid proof of the integrity of the
recording you have made, use it any
time.” All your data can be set as either
public or private on the blockchain, allowing for uses like recording indisputable insurance claims or police brutality
equally as easy.
Colu (raised $2,5
M from a group of
investors in January
2015 [42]) is the first
business allowing
other businesses to
issue digital assets,
and the variety of these assets they can
‘tokenize’ is pretty impressive. Although
the free bitcoin walletCounterparty
already allowed simple tokens to be issued and traded between other holders
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of that wallet, Colu’s tokens can come
in all shapes and sizes, leave and re-enter their system, and even store data
on the BitTorrent network when it’s too
large to be put on the blockchain. “Colu
allows creating a layer of digital assets
on top of the internet using the Bitcoin
blockchain... developers with little to
no Bitcoin knowledge, can issue and
manage digital assets for various uses,
from financial industry (shares, bonds,
stocks), records (certificates, copyrights,
documentation) to ownership (event
tickets, vouchers, gift cards).” Colu is off
to an excellent start, already securing a
partnership with Deloitte and claiming
“over 20 integrations” on their blog
back in October. Warranteer is one of
their first integrations.
Warranteer uses
Colu to move your
product warranties
from paper onto the
blockchain, keeping
them up-to-date and
easily transferable.
Their customers already include LG and
GoPro. “Warranteer leads the eWarranty
revolution into the digital age and sets
the standard for your secure warranty
wallet. We believe in your right to be a
smart consumer and easily access your
products’ information and support. Our
warranty platform has got you covered
and saves your time safely storing all
your eWarranties to the cloud.”
Perhaps the most
ambitious entry on
our list, Filament
uses small, advanced
hardware devices
to put all kinds of
electronics, especially
appliances, on the blockchain, creating
an Internet of Things for your local area.
“Filament lets you build a connected
business without becoming an expert on
security, scalability, or network stacks.
Blanket a factory in sensors, or control
the streetlights of an entire city - our
standalone networks span miles and last
for years, all without WiFi or cellular.”

Money of the Future 2015 | Life.SREDA VC | lifesreda.com

Genecoin is not a
cryptocurrency, but
a novel service that
“backs up your DNA” by
placing a copy of your

genome on the blockchain. Besides the
Sci-fi connotations of making a copy
of yourself, there are medical uses for
keeping your DNA profile handy and
accessible too. “We help you get your
DNA sequenced, and then upload it
into the Bitcoin network. This spreads
your genetic material to thousands of
computers all across the globe.”
Provenance seeks
to record every last
thing that happens
in the global retail
supply chain on the
blockchain, and
make all of that data
searchable in real time for consumers.
Imagine scanning a QR code on a can
of tuna in the supermarket and knowing
exactly where the fish inside it was
caught, who certified it, where it was
canned, etc., all timestamped at each
step. “Provenance helps gather and
share information and stories behind
products. We are also pioneering a new
method for ensuring authenticity of
information - tracking items and their
attributes securely through even the
most complex chain of custody.”
Wave has targeted
the global supply
chain and specifically the incredibly
wasteful problem
with import documents known as Bills
of Lading to be modernized with the
blockchain. They connect all members
of a supply chain to the decentralized
blockchain, which allows for a direct
exchange of documents between
them, solving the shipping industry’s
largest problem. WAVE’s application
manages ownership of documents
on the blockchain eliminating disputes, forgeries, and unnecessary risks.
“Wave has created a peer-to-peer and
completely decentralized network that
connects all carriers, banks, forwarders,
traders and other parties of the international trading supply chain. Using
decentralized technologies, all communication between these parties will
be direct and will not pass through a
specific central entity. Due to its decentralized nature, the Wave network will
not have any single point of failure and
will not rely on any single entity.”

The International Bitcoin Real Estate
Association (IBREA) is not a company,
but more of an advocacy group. We felt
they needed a mention because they are
a large group of real estate professionals
looking to educate and promote the
uses of the blockchain and bitcoin in real
estate. Eventually, it is their plan to help
modernize the entire process, solving
problems everyone has with real estate
globally including the title process, land
registries, and even escrow. “Performing
payment, escrow, and title on the block
chain will take real estate from the 17th
to the 21st century. By using Bitcoin,
we can reduce costs, stamp out fraud,
speed up transactions, democratize investing, increase financial privacy, internationalize markets, reemphasize equity,
and make real estate a liquid asset.”
Everledger uses
the blockchain to track
individual diamonds,
from the mine to the
consumer and beyond.
This solves a couple of
long standing problems in the insurance industry that would save insurers
over 300 Million pounds every year;
Conflict diamond detection and insurance fraud. “Everledger is a permanent
ledger for diamond certification and
related transaction history. Verification
for insurance companies, owners,
claimants and law enforcement.”
In July 2015 ShoCard raised $1.5M [43]
from Morado Ventures
Partners, AME Cloud
Ventures, Enspire Capital and Digital Currency
Group. As a reminder, ShoCard certifies
and stores ID documents into the
Blockchain, so that you can securely re-

trieve them later and prove your identity
whenever you need to.
The Enigma project
[44], created by MIT
grad student Guy
Zyskind and blockchain entrepreneur Oz
Nathan, with help from
MIT Prof. Alex Pentland, could enable
a marketplace where users can sell the
rights to use encrypted data in bulk
computations and statistics without
giving raw access to the underlying
data itself. The group says the project will launch a beta test in the near
future. Companies might also be able
to use Enigma to store corporate data
or information about consumer habits,
using the permissions system to let employees or partners analyze the records
in bulk without the risk of individual
data points being leaked. Even banks
could specify loan underwriting rules in
terms of computations to be executed
by automated scripts on encrypted,
user-provided data, so applicants
would never actually have to share their
financial details with another human,
the team says.

various other departments, is hoping
to change the dialogue, bringing a
more balanced approach to imagining
the future of commerce. The Media
Lab is now offering two courses [45].
The Future of Commerce (MAS.S63)
will explore how blockchains like
Bitcoin and Ethereum disrupt existing markets and financial services,
and allow graduate students to build
new business models, products, or
technical concepts. More specifically,
students will be taught to imagine the
future of money, markets, transactions,
and marketplaces, and issues like commerce, security, and privacy. The other
course, Blockchain Technologies (MAS.
S65), is a deep technical dive into the
blockchain technology behind Bitcoin
and other digital currencies. The focus
will be on how to scale projects on
the blockchain while keeping them
secure and private. Students will also
learn how to design applications on
the blockchain; a great idea since this
type of technology can sound rather
esoteric—though perhaps not to MIT
students [46].

Notes
1.

MIT’s Media Lab and the Digital
Currency Initiative, in partnership with
2.

3.

4.

5.

6.
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Fintech’s
expanding
influence
Fintech has really exploded in popularity these past few years
and while traditional applications like blockchain and remittance
tech have immense potential, here are some other avenues that
could prove to be very hot in the very near future.

Boom of pricecomparison sites
in Asia
Price-comparison services more adtech right now, than fintech – but in the
future, when they will add big data and
online-scoring upgrade to their leads, it
will be great business!

The vast majority of people in India
still rely on brick-and-mortar offices. Less than one percent of overall
sales of financial products in India are
transacted online, but more people
will turn to online-platforms as Internet
penetration increases because they can
do their own research before deciding
on a loan, credit card, or investment
vehicle instead of listening to a sales
pitch. In July Indian BankBazaar, a
startup that lets consumers compare
financial products online, scored a $60
million Series C led by Amazon [1], with
participation from Fidelity Growth Partners, Mousse Partners, and returning
investors Sequoia Capital and Walden
International. The platform aggregates information about online loans,
credit cards, and fixed deposits from 23
financial institutions, which users can
research and then apply for using its site
or Android and iOS apps. BankBazaar
says it gets four million unique visitors
each month.
For Amazon, its investment rep-
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resents a chance to take a larger stake
in the personal finance market. Online
payments remain a pain point for many
Indian consumers who want to shop
online because credit card penetration is still very low. Snapdeal, one of
Amazon’s main competitors in India,
made a similar move in April when it
bought credit card and loan marketplace RupeePower.com, which will
help it provide loans to consumers.
Amazon and BankBazaar said that there
are “synergies” between them that will
be “leveraged for consumer benefit in
the coming years,” but did not specify
exactly what those collaborations will
be. The company claims that online
applications for personal, home, and
auto loans are growing by 90 percent,
compared to just 15 percent growth
offline.
Hyderabad-based product discovery and price comparison platform,
MySmartPrice, has recorded more
than 106 Mn unique users visiting the
site in 2015 [2]. In August 2014, the
company had recorded 15 Mn monthly
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visitors with about 9 million unique
users. Out of all the categories listed on
the platform, it was seen that mobile
phones were the top selling category
followed by computer, fashion and
electronics. This year, Mysmartprice
reported that the company generated a
GMV of $140 Mn with more than 2.3 Mn
orders placed. The company had raised
$10 Mn in Series B round of funding
from Accel Partners and Helion Venture
Partners, in July 2015, and planned to
reach reach a Gross merchandise value
(GMV) of $1 Bn.
BankBazaar’s direct competitor,
Hong Kong-based financial comparison site CompareAsiaGroup
announced it raised US$40 million
in series A funding led by Goldman
Sachs [3] Investment Partners, Jardine
Pacific, Nova Founders Capital, ACE
& Company, and Route 66 Ventures.
Zynga founder Mark Pincus, former

Facebook and MySpace COO Owen
Van Natta, and others also participated
in the round. Under the CompareAsiaGroup umbrella are several brands each
localized for their respective markets:
MoneyHero in Hong Kong and Vietnam,
CompareHero in Malaysia, Money101
in Taiwan, MoneyGuru in Thailand,
SingSaver in Singapore, MoneyMax in
the Philippines, and HaloMoney in Indonesia. The site aggregates more than
1,500 financial products including credit cards, loans, health insurance, and car
insurance. The latest funding round will
go toward expanding those offerings to
more categories, including investment
products and life insurance, and into
marketing. “We want to make sure in
the next 12 months that every housewife will know our brand,” says Gerald
Eder, founder and managing director.
The service is free to consumers, while
the more than 60 banks and insurance
companies that list their products pay
a commission in return for expanding
their marketing reach.
While CompareAsiaGroup claims
to be the leading
financial site in Asia,
it’s a highly competitive market. There
are at least seven
rival sites in Indonesia [4] alone, for
example. But Eder says being a regional
company as opposed to a country-specific one allows CompareAsiaGroup “to
reap tremendous benefits in economies
of scale.”

claims consumer lending is a US$120
billion business in Indonesia. As Indonesians are getting wealthier and entering
the consuming middle class, it’s likely
they will more often spring for financial products. Cermati will square off
against already well-established names
like CekAja, HaloMoney, AturDuit, and
more.
According to a recent McKinsey
study, Indonesia’s ownership of financial products is lower at 2.3 products
per capita. This is low when compared
to countries like Thailand at 2.5, Malaysia at 5.4 and Singapore at 7.7.

New unicorn
on the border
between
ecommerce and
fintech
Old ideas keep getting new life,
thanks to the proliferation of mobile
phones. And a company called Raise,

ment values the two-year-old company
at “just shy of a billion” dollars [6]. He
declined to provide an exact figure.
A billion-dollar valuation for a gift
card company? To explain why that’s
not batshit crazy, NEA General Partner
Tony Florence said the sleepy
gift card market has moved
to digital in a big way only in
the last few years. Moreover,
Raise is seeing a ton of usage on mobile devices, with
shoppers buying discounted
digital gift cards on their phones
while in the store to make an immediate purchase. “We think mobile usage
here is the killer app for the company,”
he said.
Around 94 percent of the gift cards
sold are passed on to the buyer in digital form with identification codes and
a barcode for in-store scanning. That
means Raise doesn’t have to store any
inventory. It also means Raise only has
to provide pre-paid postage to sellers in
the rare cases where the physical card
cannot be rendered in digital form.
The additional funding, which brings
the company’s total outside investment
to $81 million [7], comes after a period
of rapid growth following the release of
Raise’s mobile application. Also participating in the round were prior investors
Bessemer Venture Partners, the Pritzker
Organization, Listen Ventures and several individual angels.

One of Indonesian competitors
- Cermati, - announced that it has
closed a seed funding round of an
undisclosed amount led by local VC
firm East Ventures and followed by
Japan-based Beenos Plaza [5]. Cermati
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which runs an online marketplace
for gift cards, announced a giant $56
million investment led by NEA, just two
months after announcing a separate
$18 million round of funding. CEO
George Bousis told that the new invest-

Money of the Future 2015 | Life.SREDA VC | lifesreda.com

Raise reported hundreds of thousands of customers had either bought
or sold cards from around 3,000
brands via the site to date. In addition,
in 2014, the company sold over a million gift cards, and between November
and the end of the year, Raise grew
over 50% in revenue and other metrics.

And user growth quadrupled.
Longer-term, Raise is working to
develop services for retailers that will
allow it to tap into the aggregate, anonymized data provided by shoppers. As
for Bousis, he believes Raise’s growth
can be attributed to many factors, one
of which is timing. The app arrived as
mobile payments have really begun to
take off, and the use of digital gift cards
is on the rise, too.
Loyalty and marketing apps, which
try to help customers with reward-programs are very close to the market
of gift-cards. FreeCharge (an Indian
mobile service that gives users coupons and other rewards from merchants when they pay their utility bills,
television, phone, and etc.) has raised
an $80M series C round from Valiant
Capital Management and Tybourne
Capital Management, as well as returning investors Sequoia Capital, RuNet
(Russia) and Sofina [8]. In September
2014 the service raised $33М in series
B, and the total raised so far amounts to
$115М. The service has a customer base
of more than 20M and its mobile app
was downloaded 10M times.

Lootsie, one of several startups
that allow developers to add reward
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programs to their games and other
apps, announced that it has raised $3.5
million in seed funding [9]. Its competition includes companies like Kiip.
The concept behind Receipt Hog [10]
(Android, iOS) is simple. You scan your
receipts—from any store—into the app,
and the info is used anonymously for
research marketing purposes. For doing
so, you earn virtual coins that can be

ups rush to be the first “disruptor” to
announce a product, Stratos adopted
a classic design and development process. The company raised $7 million in
venture capital, hired 50 people, polled
another 1,200 people, honed its technologies, polished the user experience,
and worked with manufacturers to
ensure everything could be produced
reliably at scale.

exchanged for PayPal cash or Amazon
gift cards. As a bonus, all your receipts
get digitized inside the app so you
always have them close at hand if you
need them.

Olson, 25, speaks with the articulate polish of any startup CEO, but by
background, he is more of a scientist than an entrepreneur. He was a
wunderkind who built a nuclear fusion
reactor in his basement at age 17. He
studied electrical engineering and
plasma physics at Vanderbilt and
Princeton, worked in multiple
U.S. national laboratories
and a particle accelerator
in Switzerland, and joined
the Department of Defense
where he shifted from R&D
to become, as he describes it, a
“mini VC” or venture capitalist, giving
out research grants. Somewhere along
the line, he had a planet named after
him, and he caught the entrepreneurial
bug, founding Stratos in 2012 in his
home state of Michigan.

Cards which try
to replace your
cards
First there was Coin, then there was
Plastc: two companies promising the
smart credit card of the future—one
card that could store all of your cards.
The companies announced their products with gusto. They took customer
cash and preorders, Kickstarter-style.
Then, Coin began apologizing for delay
after delay, and it finally launched in
April 2015. Plastc never technically delayed, but released in summer of 2015.
In the meantime, a slew of competitors
have popped up asking the crowd to
pay their bills before they even debut
anything. Call it Kickstarter Syndrome.
Lots of product videos. Not so many
actual products.
The smart credit card built by the
Michigan-based startup Stratos and designed by Herbst Produkt, announced
[11] in April 2015. CEO Thiago Olson
has positioned Stratos to be competitive among peers, and that all came
down to patience. Whereas other start-
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The card—like all of its competitors—is a remarkably complex piece of
hardware. Inside a body that’s as thin as
a stock credit card, it squeezes in two
magnets that dynamically program its
magnetic strip to mimic any card you
possess (a redundancy its competitors
lack, which Stratos believes makes its
card swipe more reliable in the field),
a battery (which lasts up to two years),
an accelerometer (that enables users
to tap their card a few times to pull up
information about it on their phone),

a Bluetooth transmitter (to talk to the
phone), three hard buttons (to quickly
select credit cards when your phone
isn’t around), and LED lights (to show
which card you’ve selected)
.

The Stratos is an early player in a
new category of devices. It’s a sort
of universal credit card that aims to
consolidate all the plastic cards in your
wallet. To use a certain credit card, the

three buttons on the Stratos. Compared
to the Coin or upcoming Plastc, this
seems like a major limitation as those
devices store an unlimited number
of cards, but I never found this to be
an issue. I loaded my debit card and
two loyalty cards onto my Stratos and
stored several rarely used cards on the
app. It only takes a few moments to
swap the cards.
The company is actually in active
talks with retailers to allow customers
to instantly add a loyality card. The

With usable hardware, Stratos began
stress-testing—bending the card thousands of times, testing whether it was
waterproof, and ensuring it worked on
all sorts of swipeable terminals. Olson’s
team also spent years considering usecase scenarios. Will it work at ATMs?
Yes. What happens when the card’s battery runs out? There’s an early warning,
and a new card is automatically shipped
your way when the old one is low. What
happens if you pay at a restaurant and
your waiter hits a button, changing the
card? The system is designed so the
waiter would actually have to intentionally double tap it, and you’d receive a
text notification if the card changed.
Users subscribe to Stratos for $95 a
year. With Coin and Plastc, you buy the
card outright. Olson believes his approach will reconcile nervousness with
early adoption, because whenever the
company releases a new, better card,
users will receive it as a replacement.
Stratos is working on its second-generation product, which will add the micro
radio transmitter needed for full support of the European-popular Chip and
PIN credit cards, as well as an onboard
thumbprint ID lock to keep your card
more secure. There’s a logic at play
here: Stratos doesn’t need to maintain
legacy hardware if everyone is on the
company’s latest card. “The payments
landscape is changing rapidly, Olson
says. “We don’t necessarily want you
on our last-gen card three years from
now.”
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owner simply taps one of the hidden
buttons or selects one on the mobile
app. When it works, it’s magic. When it
doesn’t, it’s just another card to carry.
The Stratos failed to work about 5
percent of the time [12]. And that’s a
problem. Payment devices like Stratos,
Apple Pay and Coin need to work every
time. One failed interaction will cast
doubt in the user’s mind. It was hard
to predict when a transaction would
fail, too. It worked at Starbucks. Home
Depot and 7-Eleven accepted it. Chase
ATMs worked fine, but a generic ATM at
a bodega failed to read it. A couple of
waiters returned it, annoyed that “I gave
them a business card instead of a credit
card”.
The Michigan-based company
launched their device in April and
spent the last three years building the
product. Unlike Coin, a similar universal
credit card, the Stratos doesn’t look nor
feel electronic. The casing is seamless
and smooth. Quickly tap the card on
a hard surface (like a phone, hand or
countertop) and the card jumps to
life, with lights flashing next to hidden
buttons. The user has a few seconds to
select a loaded credit card. If this action
is done on a connected phone, a clever
lockscreen menu lets the owner select
even more plastic cards.
The Stratos can only hold three
credit cards, but the app can hold an
unlimited amount. Owners select one
of the three pre-loaded cards using
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Stratos Card’s backend was built with
this in mind. The company’s founders
envisions a platform like iTunes but for
credit cards. If you want to add, say, a
Nordstrem’s loyality card, an owner will
be able to instantly load it onto their
Stratos Card. The logical endpoint is
that consumers might be able to apply
for a credit card and instantly have
access through the Stratos Card.
Stratos isn’t the only device attempting to lighten our credit card load. Coin
is a similar device, sporting a tiny e-ink
screen that addresses some of the
inherent problems with the screen-less

Stratos. But Coin isn’t perfect either.
The Coin’s build quality is shoddy compared to Stratos. Like the Stratos, Coin
isn’t accepted everywhere. Apple Pay
has acceptance issues, too, which begs
the question if the world is ready to
change how consumers pay for goods.
Carrying multiple plastic cards is
not the scourge of the world but the
experience can be improved. Stratos
could be the company to do it, too. The
company has built an amazing product that, with a bit of work, could be a
game changer. But for now weeks after
its launch, the Stratos Card is simply
not perfect to fully replace your plastic
cards.
So far Stratos has raised $7 million in
funding from Midwest and West Coast
investors. San Francisco-based Toba
Capital led the company’s latest round
with Western Technology Investment,
Hyde Park Venture Partners, and Michigan-based Resonant Venture Partners
also participating.
Universal credit cards are hitting
the market just as mobile carriers and
phone makers are rolling out usable
mobile wallets. Apple has found a good
amount of success with Apple Pay and
Google and Samsung are seriously
upgrading their offerings. Consumers
will soon have a bevy of options available, which might cloud the space with
confusion. But physical credit cards
are not something that will quickly
disappear and perhaps companies like
Stratos, Coin and Plastc can get while
the getting’s good.
The Coin has delayed [13] for so long
that you might have
forgotten that you
ordered one. In November of 2013, the
YC-backed company
blew past its $50,000 pre-order goal in
forty minutes, but despite a promise of
summer 2014 shipping, the company
has yet to ship a product that wasn’t in
beta. Until April 2015. After a six-month
beta program, Coin was finally ready to
ship a finished product to the 350,000
people who have pre-ordered in the
first two months of pre-order.
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After signing into the Coin app with
the same credentials used to order the
Coin, users are asked to create a unique
six-digit tap code. It uses a combination of long taps and short taps, of
your choosing, to ensure no one can
get into the Coin app or the Coin itself
unless they know the code, or have
control of the user’s smartphone.
Once the app is set up, users can
pair their Coin and add new cards by
manually entering information, swiping
the card through an included card
reader that goes into the headphone
jack of the phone, or by taking a picture
of the card as you would with Apple
Pay.
The Coin remains locked when not
in use. As soon as you’re ready to make
a transaction, a single tap on the Coin’s
solitary button will wake the device, do
a quick search for your specific smartphone, and after a couple of seconds
it will unlock. If your phone is turned
off, on Airplane mode, or otherwise
unavailable, you can unlock the Coin
by entering the same six-digit Morsestyle pin code that you will use each
time you access the Coin app. The Coin
stays alive for seven minutes once it’s
unlocked (so that a waiter can have the
time to swipe), and then automatically
locks and goes to sleep. It also remembers its last-known location and alerts
the user as soon as it thinks that the
smartphone has been separated from
the Coin.
Users can save up to eight cards on
the Coin at a single time, and they can
re-sync different cards stored within the
app as long as they’re within reach of
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their smartphone. The team is already
working on an EMV product. The Coin
would try to make the shift as seamless
as possible for backers, but that it’s too
early to know what the exact deal or
trade-in process will be.
Plastc is a debit/credit card that can
hold all of your different card information whether it be a debit card, credit
card(s), gift cards, loyalty cards, or
membership cards [14]. Visa, MasterCard, and American Express cards can
be saved, but unfortunately, Discover
cards cannot. They may have not wanted to jump on board with this cool idea.

Plastc uses an e-ink touchscreen
display to swipe through the card
information (up to 20 cards) that have
been stored in Plastc. More awesome
features that the card has is that it can
be used everywhere. It has a magnetic
strip and a bar code, which will show
up on the display. A PIN is on the card,
which “acts as the first line of security,”
and proximity alerts that tells you when
you’re are away from the card. Another part of the security feature is that
remote security will wipe the card automatically if your card is lost or stolen.
If you get it back, simply re-sync Plastc
and all the card information will return.
Your picture along with signature will
show up on Plastc for verification so

contact readers or NFC (near-field
communication) readers.

Coin 2.0
there’s no need to take out your drivers
licence. Plastc works with the Plastc
companion application so you’ll be able
to add new cards or change them out
at any time. Even your spending shows
up too. NFC is included for those of you
who use tap to pay like I do

Here’s a roundup of some
of the most popular and
promising multi-account cards (https://www.
nerdwallet.com/blog/credit-cards/stratos-coin-plastc-swyp-sizing-multiaccount-cards/):

Stratos

Cost: $95 for a yearly membership, or $145 for two
years.
Stratos is one of several multi-account
cards that charges users a yearly fee,
which covers an annual upgrade. Some
other companies allow consumers to
pay an upfront fee, then decide whether they want to buy updated hardware,
much like wireless phone carriers.
Number of cards device can store:
The Stratos app can store an unlimited
number of cards, but users can load
only three cards onto the device at a
time. Paying with a card not loaded
onto the device requires opening the
app on a mobile phone and selecting
a new card to add to the rotation. For
most people, immediate access to
three cards is probably enough. But
other devices allow users to load many
more.
Battery life: Stratos does not come with
a charger, though the company says
the battery lasts an estimated two years.
When your card gets low on juice, Stratos detects the battery level and sends
you a replacement at no extra charge.
Payment compatibility: Stratos does not
currently work with standard EMV-chip
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Cost: $99 upfront, no annual
fee. The company says it will
replace Coin 1.0 magstripe-only units
with NFC-capable Coin 2.0 free of
charge.
Number of cards device can store:
The Coin app can store an unlimited
number of cards and sync up to eight
to the device.
Battery life: The card’s battery cannot
be recharged, but the company estimates it will last around two years, after
which the device must be replaced.
Payment compatibility: Coin 2.0 integrates NFC technology — a feature
notably missing from several other
multi-account cards — which allows
users to pay with EMV cards via contactless terminals such as those used
with Apple Pay. However, Coin 2.0
will not work with EMV-chip contact
readers that require you to insert your
card. Coin’s magstripe transmits card
information, but not the cardholder’s
name. As a result, merchant terminals
that require a card to transmit both
when swiped won’t be compatible with
Coin.

Swyp
Cost: $99, no annual fee.
Number of cards device can
store: Like most other smart cards,
Swyp’s app can store an unlimited
number of cards. The Swyp device itself
can hold a whopping 25 cards, more
than any other multi-account card in
our roundup. Though most users will
probably stretch to fill their Swyp with
that many cards, it’s certainly better to
have more options than not enough.
Battery life: Swyp’s battery does come
with a charger, though the company
claims that with normal use, the card
should last around a year on a single
charge.
Payment compatibility: Swyp has
a magstripe and an EMV chip, but
doesn’t come with NFC technology,
though the company has plans to add
it. Barcodes, such as those found on
many loyalty cards, can be added and
used through the app.
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Plastc

Cost: The Plastc device,
which won’t be released until April, will sell for $180; that
will include an 18-month subscription.
Ongoing service will be available for
$50 a year.
Number of cards device can store:
The Plastc Wallet app can store an
unlimited number of cards. The device
itself can hold an impressive 20 debit,
credit, loyalty or gift cards for access at
any time.
Battery life: Plastc’s battery is said to
last an estimated 30 days, but the card
will come with a charger.
Payment compatibility: Plastc is the
only card in our review that promises to
incorporate magnetic stripe, NFC and
chip-and-PIN in a single device. It may
be among the most versatile multi-account cards when it’s released.

Beyond plastic:
different
companies
experiment with
rings, watches as
new ways to pay

The chief executive of Swatch
Group, the world’s best-selling
watchmaker, said that the company
doesn’t plan to make a “mini mobile
phone on your wrist” [15]. Nick Hayek
said Swatch’s Touch range would
focus on “integrating smart
functions into a watch.”
Hayek had previously said
that Swatch might collaborate with technology companies “in some areas”. Instead of
creating an all-in-one device, the
company will focus on adding individual features into different models. The
first will see near-field-communication
(NFC) chips added to its watches,
allowing wearers to make payments
with a wrist swipe.
Swatch has partnered with China
UnionPay, a Chinese credit card association, for touch payments in China, and
Reuters has reported a deal with Visa
is being worked on for the rest of the
world. An unnamed Swiss bank is also
involved.

Instead of building a suite of apps
to accompany its watches, Swatch will
leave them open for its customers to
configure. “Whatever usage you want,
you ask some creative people to create
some apps and then our chip has
different layers that you can program
yourself -- we give it to you,” he said.
“You buy your Swatch, the one you
like, and then you configure it.” The first
Swatch watches with NFC priced at
around £90.
Paying with plastic is so last season.
In recent months, credit card companies such as MasterCard and Visa have
introduced [16] alternative methods
of paying for goods and services -- an
innovative technology trend that is
only expected to intensify in 2016. “The
premise is that every connected device
is a payment device and every connected device is a marketing vehicle for
us to reach the consumer,” explained
Raja Rajamannar, CMO at Purchase,
N.Y.-based MasterCard. STB Venture
Capital, the venture firm of savings bank
Sberbank, along with other investors
invested $6.5M in Canadian Mobeewave, which turns any smartphone
with NFC technology into a payment
terminal [17].

City, Calif.-based company, which has
issued about 2.9 million global credit
cards, is also in talks with 14 different
automobile manufacturers about how
to commercialize a car system that pays
for goods, like meals at a restaurant, so
consumers don’t even need to leave
their vehicle. All of these initiatives are
partnerships with other product-making companies, while the credit card
issuers simply provide the technology.
Visa developed its strategic partnership
program three years ago.
Many of these new payment initiatives could help to lure in much-desired millennials, a generation that has
usually shunned traditional methods
of finance. Jeff Fromm, president of
millennial-focused agency FutureCast,
said that it’s only logical companies like
Visa and MasterCard are experimenting
with technology and improving the
payment process for consumers since
millennials are known as influencing
older generations.

In 2016 MasterCard will begin rolling
out a series of products, including a key
fob, dress and ring, that can function
as credit cards. The company has partnered with General Motors, fashion designer Adam Selman and wearable tech
company Ringly on the effort. Similarly,
Visa is working on a series of initiatives
such as a Swatch watch that can make
payments, which will roll out beginning
in Switzerland next year. The Foster
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If pulling out your wallet or tapping
your phone on a reader to pay for your
daily latte is just too much, you’re about
to have another option (almost literally)
at your fingertips. The smart jewelry
company Ringly announces a partnership with MasterCard that will allow you
to pay for items with the tap of a ring
[18]. Ringly founder and CEO Christina
d’Avignon says that the partnership
is not exclusive, and the company is
actively working with other vendors to
make it easy for customers to pay for
their purchases using other credit cards
as well. It will work much like other
mobile payment systems: Users will
upload their credit cards to their Ringly
app, which will allow them to to pay by
tapping their ring on a smart payment
terminal. “People will be able to use
their rings anywhere that they can currently pay with Apple Pay or with a chip
card,” d’Avignon says. “This is where
payment infrastructure is going. People
will soon not have to carry their credit
cards around at all.” The rings, which
have been sold at Ringly.com and other
online retailers since January 2015, pair
with phones and are controlled using
an iPhone or Android app. (They cost
between $195 and $260.) Users can set
their ring to one of four different vibration patterns and five different colors
when a phone call, email, message or
app notification comes through. The
idea is to cut through the information
overload by selecting particular alerts.
According to a study that Ringly recently conducted, users saw a 40% reduction in the volume of notifications.
The jewelry now integrates with over
80 apps, including shopping apps like
Etsy, Ebay, or Poshmark. This means
that an Ebay seller, for example, can set
their Ringly to buzz every time a sale is
made. If you want to reduce noise even
further, you can set up a deep filter so
that only calls or messages from certain
people are notified. Parents might turn
off all notifications except those from
their children or babysitter, for instance.
Eventbrite, the ticketing and event
management platform, is taking a
crack at paperless future. The company announced [19] a new option
for people planning events through
Eventbrite: RFID bracelets. In lieu of

printing tickets, picking them up at will
call, or scanning a little barcode on
their smartphone screens, visitors can
wear a bracelet containing a tiny RFID
(radio frequency identification) chip.
This technology is already in use at
some music festivals and other large
public events. But Eventbrite is hoping
that this new feature, made possible by
the company’s acquisition of a startup
called Scintilla Technologies, makes
the technology accessible to smaller
and medium-sized events that may
not have the budget for dedicated
RFID terminals and many thousands
of high-tech wrist bands. “We want to
democratize it,” says Laurent Sellier,
Eventbrite’s VP of product.
MasterCard is rolling out a “Pay By
Selfie” [20] feature that allows retailers
to verify an online shopper’s identity
using a photo of their face. The new
functionality will be available to stores
and e-commerce services in the United
States beginning in the middle of 2016,
and in the rest of the world in 2017. A
user takes an initial photo of themselves
to establish their identity [21]. When that
customer makes subsequent purchases
by credit card, they take a new photo
of their face, which an algorithm then
compares to the original to verify the
identity. The service, called MasterCard Identity Check, offers retailers a
range of verification services including
more conventional ones like single-use
passcodes sent to customers by SMS
text message.
China’s ecommerce giant Alibaba unveiled Pay Watch [22], a payments-focused smartwatch that it plans
to crowdfund on its online shopping
website Taobao. This smartwatch is
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produced in partnership with FiiSmart,
and “not developed by Alibaba Group”.
Prices will range up to about $160 for
the YunOS-powered device that supports mobile payments through Alibaba’s Alipay platform. The main way it’s
expected to handle this is by generating
on-demand QR codes that retailers can
scan at checkout. Comparisons to the
Apple Watch seem inevitable (though
certainly not on price), but there’s also
more than a little similarity to the ASUS
ZenWatch.
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Insurtech
Insurance represents a huge opportunity that has yet to see real innovation
[1]. The U.S. insurance industry is the
largest in the world in terms of revenue,
with net premiums surpassing $1.2 trillion. At the same time, the major players
have some of the lowest Net Promoter
Score (NPS) ratings of any industry,
meaning the companies do not inspire
satisfaction or loyalty in their customers. People do not like or trust insurance companies. And it’s no wonder
why, with headlines like “9/11 Responders With Rare Cancer Denied Insurance
Coverage” and “Sandy Homeowners
Systematically Denied Insurance
Claims.” The industry is notoriously rife
with moral hazard and fraud.

market consumers” aged 25 to 64 have
individual life insurance coverage, and
40 percent of those Americans who do
have life insurance coverage think they
do not have enough. And, 64 percent
of American homes are underinsured.
A few brave souls have taken an
early crack at this market and seen
success — most notably, Oscar and

This year insurance companies, witnessing tremendous
changes taking place in the
banking sector, intensified
research and collaborations
with startups in the sector.
There will be a lot of products in the online insurance;
PFM-services have been
actively cooperating with
insurers even before; blockchain will be useful (safekeeping of insurance history,
the issue of policies and their
“journey” between those who
issue them, buy them and
request them). It’s a new class
of market players interested
in fintech. They now have to
understand how to integrate
current services in their core
business, and thus enter the
allied industries instead of inventing fintech for their own.

which appeals to the 70 percent of
people who drive under 10,000 miles
a year, and thus probably overpay for
car insurance. Both companies offer
intuitive and accessible (mobile) user
interfaces, consumer-friendly business
models and greater transparency. This
is just the tip of iceberg — every line of
insurance needs to be “millennialized,”
- we’ll see huge disruption in home, life
and P&C, just to name a few.
Add to all of this the antiquated way
insurance products are delivered to
consumers in a world where almost
anything can be procured with a few
taps of a smartphone screen, and it’s
no wonder that most Americans are
underinsured. Less than half of “middle
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Metromile. Oscar is “a better kind of
health insurance company” that aims to
use technology and design to improve
the experience. The company is now
valued at a whopping $1.5 billion, just a
year-and-a-half after its launch. Metromile sells pay-per-mile car insurance,
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There are also reams more data
available today than 10 years ago,
which means new ways to underwrite
risk. For example, Apple watches and
FitBits provide information and insight
into people’s daily activity that can be

extremely useful when making health
assessments. And in the auto industry,
a huge risk is how far and through what
geography an individual drives to work
each day. While accelerometers have
been around for years, every cell phone
now has a GPS, which provides far
more accurate and detailed data.

U.S., similar P2P models have started
– and succeeded – in other countries,
including Germany (friendsurance), the
United Kingdom (Guevara) and China
(TongJuBao).

Finally, the insurance industry is
begging for new ways to acquire customers. Millennials are shockingly underinsured. This is partly because they
simply do not want to talk to someone
on the phone. The channels they like
to use and those with which they are
most comfortable are not the channels
on which insurance companies try to
reach them. As a result, a huge target
demographic is underserved. PolicyGenius is already showing that they can
convert this previously un-convertible
population by providing better information and education online.

allows checking whether the customer
is located in the place where his card is
being used, has raised $1,8M in funding
[3]. Online health insurance for small
businesses platform SimplyInsured has
raised a total of $1.75 million [4] in seed
funding from Starling Ventures, Altair,
NerdWallet co-founders Jake Gibson
and Tim Chen, Amee and Adil Chaudry,
Sam Melamed and Y Combinator to
help “pour gas” on sales of the product.
SimplyInsured launched out of Y Combinator’s winter 2013 batch with the
aim of providing an easier way for small
businesses to get health insurance
coverage for employees. It does this by
analyzing thousands of insurance plans
within seconds and coming up with the
best rate. Co-founder Vivek Shah compares it to the way travel sites pull up
the best airfare prices and then let you
compare the price with the time and
other details important to your needs.

Bankrate muses
[2] that Lemonade
may become the “the
Uber of insurance”
and Sequoia Capital’s
Haim Sadger says
his firm’s investment in the company was a no-brainer
because “we’re betting that Lemonade
will transform the insurance landscape beyond recognition.” Lemonade
secured $13 million from Sequoia and
others in seed funding, which may not
seem like much in the mega-billion
dollar insurance industry. The Bankrate
article points out that a P2P insurance
model usually involves a small group of
policyholders who pay premiums into
a claims pool. If there’s money left in
the pool at the end of the policy period,
members get a refund. However, it’s
a costly format to get going. While
this approach is relatively new to the
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And more and more new players
are coming. Finsphere, a company that

Two unicorns
from insurtech:
Zenefits and
Oscar Health

In May 2015 Zenefits said [5] it
has raised $500 million in a round
led by Fidelity and TPG at a whopping
$4.5 billion valuation. The company,
which allows small- and medium-sized
businesses to manage human resources services in a much simpler fashion,
is one of the fastest-growing SaaS
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businesses ever, and in an interview,
Zenefits CEO Parker Conrad said the big
round was raised to keep the company
growing as quickly as it already is. Ashton Kutcher’s Sound Ventures, Insight
Venture Partners, Founders Fund and
Khosla Ventures also invested in Zenefits, and previous investors Andreessen
Horowitz, IVP and Jared Leto participated, as well.

Still, such rapid growth doesn’t
come without a cost. Our sources
previously told us that the company
expects to lose more than $100 million
in 2015, which dwarfs the amount of
money it burned through in 2014. Raising venture capital financing is an important way to shore up against those
losses and still sustain the incredibly
rapid growth a company like Zenefits
has experienced.
The company offers its HR services
dashboard to employers for free, and
makes money by receiving commissions from insurers. Zenefits also said as
part of the announcement it has signed
up more than 10,000 companies in the
U.S. and that it closed more business
in March this year than it had in around
the first year of its life. Zenefits said it
now manages over $700 million in
health insurance premiums, as well.

The company said it’s on track to
hit annual recurring revenue of $100
million by January 2016, and hit $20
million in annual recurring revenue in
January this year. Since launching in
April 2013, the company has gone to
a valuation of $4.5 billion in just about
two years. In June last year, the company was valued at $500 million as part of
its series B financing round.
Zenefits is well on its way to that,
saying that it has around 1,000 employees in the announcement today. The
company has also made a number of
high-profile hires, including Yammer
CEO David Sacks, who joined in December last year.
The issue at hand is Zenefits’ crafty
and unusual business model [6]. Unlike
most companies that sell HR software
to small businesses, Zenefits gives its
software away for free. Instead, the
company collects a fee from insurance
companies every time a customer buys
insurance through Zenefits. It’s this
piece that has enraged traditional insurance brokers. They argue that in giving
away free software, Zenefits violates
state rebate laws that forbid brokers
from giving away free perks to entice
people to buy insurance. Regulators
in some states have taken up the call,
forcing Conrad and his team to spent a
substantial amount of time and money
defending their position.
According to Conrad (and, it would
seem, the regulators who have already
dropped their objections to Zenefits),
the company is not breaking those
laws, because it doesn’t require customers to buy insurance from Zenefits
to get the free software. In fact, Conrad
says around 50 percent of users don’t
buy insurance from Zenefits.
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Some of that work has already begun. Conrad says some members of the
Zenefits team have been traveling from
state to state meeting with regulators.
The company even set up shop at the
National Association of Insurance Commissioners annual meeting, where they
try to convince insurance regulators
that Zenefits is, in fact, operating above
board. “That way if and when they get a
complaint, they understand the product
up front so hopefully they’re less likely
to believe a random insurance broker
who says we’re breaking the law,” he
says, “But yeah, it’s costly.”

In April 2015 the New York health
insurance start-up Oscar Health announced it raised $145 million dollars
in a Series B round [7]. The Oscar team
would not comment on valuation,
but sources close to the deal said the
funding values Oscar at $1.5 billion.
That’s nearly double the $800 million
valuation slapped on Oscar in a Series
A round last May. Founders Fund’s
Peter Thiel and Brian Singerman led the
round. Also involved: Horizon Venture’s
Li Ka-shing, Wellington Management
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and Goldman Sachs. Previous investors
Formation8, Jim Breyer (Breyer Capital),
Stanley Druckenmiller, General Catalyst
Partners, Khosla Ventures and Thrive
Captial (run by Oscar founder Joshua
Kushner) invested too. With the latest
round, Oscar has raised $300 million
since its 2013 launch. The new cash will
go to customer growth and product
development.
Kushner, with cofounders Mario
Schlosser and Kevin Nazemi, started
Oscar in October, 2013, taking advantage of Barack Obama’s Affordable Care
Act to inject a Silicon Valley ethos into
the staid insurance industry. That means
bringing technology, data, and design
to the confusing and opaque health
insurance industry. The team knows
tech. Kushner’s Thrive Capital invested early in Spotify, Warby Parker and
Codecademy. He got in on Instagram
just days before Facebook bought the
company for $1 billion. Mario Schlosser,
a Stanford-trained programer, worked at
Bridgewater Associates and McKinsey &
Company. Kevin Nazemi was a director
in Microsoft’s healthcare division before
joining Oscar.

Oscar’s user interface is simple and
clean. Its mobile app lets you search
symptoms in plain English (“my head
hurts”), find doctors on a Google Mapslike layout, and compare prices on
services like MRIs and physical therapy.
In January, Oscar started giving customers free MisFit pedometers to track
their activity–users who hit fitness goals
get cash rewards.
Oscar, which operates solely in New
York, has 40,000 customers, up from

16,000 last May. Users pay an average of $4,500 in annual fees, putting
Oscar’s revenue around $180 million.
Kushner says Oscar is in the process of
opening in California and Texas. Further
down the road, he says Oscar will
expand beyond individual insurance,
partnering with corporations to provide coverage to their employees.

Oscar also partners directly with
physicians to help them better understand their patients. For instance, Oscar
may soon give hospital planners access
to data on whether or not patients fill
their prescriptions or visit urgent care
centers after a hospital stay. According
to Schlosser, it’s this holistic approach
to technology that will be the company’s competitive advantage as it scales.
“Just fixing the user experience won’t
be enough,” he says. “We went to great
lengths to create an incredibly close
relationship between our technology
and physicians.”
Already, Oscar is seeing some promising results from this work. One particularly impressive statistic is the fact that
some 60 percent of Oscar members
who have bronchitis have used the
telemedicine feature to diagnose it and
get treatment, according to t he company. Of those cases, 93 percent get
resolved over the phone with no need
for a follow up visit. “We feel that it’s a
nice win-win-win situation,” Schlosser
says. “The physician can deliver care
in an efficient way. The member loves
it because it’s convenient, and frankly,
we like it, because oftentimes, those
conditions could become worse.”

While $1 billion-plus valuations are
commonplace in the tech world these
days, Oscar is one of a handful of startups that seems to have truly earned it
[8]. Meanwhile, Oscar has set a high bar
for other insurance companies, offering
members a slew of perks like free televisits, free fitness trackers, free checkups, and cash incentives for getting a
flu shot. Now, insurance companies in
other markets are beginning to follow
Oscar’s lead, meaning the challenge
ahead for the Oscar team will be to
expand faster than their competitors can
rip them off. In an industry like health
insurance, where the healthcare landscape can change drastically from state
to state, that doesn’t happen overnight.
“We don’t just go into a new geography and put a bunch of banners on
the walls,” Schlosser says. “It makes the
barriers to entry for anyone attempting
this quite daunting, but the good thing
for us is, for at least parts of this process,
we have the technology to handle it.”
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But while a $1.5 billion valuation may
be huge for a two-year-old startup, it’s
important to remember that’s pocket
change compared to, say, UnitedHealth
Group’s $114 billion market cap or even

Aetna’s $37.75 billion value. If Oscar’s
seemingly overnight success in one of
the country’s most competitive cities
for health insurance is any indication,
it’s clear the company still has lots of
room to grow.
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Future challenges
for insurance
One day, robots and artificial intelligence could eliminate millions of
jobs in America, even in industries that
aren’t immediately obvious. A study not
long ago from two Oxford University
academics found that 47% of positions
are at risk of computerization over the
next two decades. Robots are likely to
take jobs away from humans because
they’re cheaper than humans and more
efficient, but also because they’ll obviate the need for services that prop up
and protect humans. Why have human
resources professionals if you don’t
employ human resources?
Why buy insurance if automation
makes accidents far less likely? [9]
That’s why so many people think the insurance industry could suffer in the age
of advanced AI—particularly the auto
insurance industry. Google forecasts
that its driverless pods could eventually
prevent 90% of all accidents, while at
the same time taking many cars off the
road (because we’ll have more sharing
of cars, rather than everyone having
their own vehicle). Others have speculated that premiums could be reduced
75%, especially if drivers are no longer
required to get specific coverage, and
liability shifts from drivers to manufacturers and technology companies.
How quickly might that happen? In
a recent report, McKinsey predicted the

change could start between 2023 and
2037. “Insurers might be required to shift
their main goal from covering private
customers from risk tied to ‘human
error’ to covering [manufacturers] and
mobility providers against ‘techni-

cal failure,’” it said. The U.S. National
Highway Traffic Safety Administration
(NHTSA) carves auto-automation into
stages, starting with “function-specific
automation” (level one), which includes
cruise control and automatic braking,
which have been around for a while.
Next comes level two, which includes
adaptive cruise control, forward collision
warnings, lane centering and drowsy
driver detection, which are all starting
to appear now. After that, we have level
three, is where drivers sometimes completely cede control of vehicles in optimal conditions, and level four, where the
car takes over completely at all times.

adapt,” Blecher says. That sounds like an
understatement.

In the short term, the level of
accidents may decrease, but they
might become more serious and more
costly, says Jeff Blecher, senior VP of
strategy at Agero, which sells vehicle
information systems to car-makers. He
expects level 2 automation to reduce
the incidence of front-on collisions,
side-swipes and routine fender-benders. (The accident rate is already falling
in late-model vehicles). But advanced
controls could also lead to poorer
driving, such that when we do have to
react, we’re less good at it.
The more intriguing question is what
happens when fully automated cars
become adopted—something Blecher
says could start happening in about
10 years. A Rand Corporation report
last year speculated that drivers might
cover themselves with health insurance
and homeowner’s liability insurance,
and not see the point of specific car
insurance. After all, we don’t buy dedicated insurance for most of what we do
in life, say to ride a bicycle. And more
to the point, it’s likely that car thefts will
become significantly less problematic
than they are today. In the future, all
vehicles will probably be fitted with
tracking and disabling technology, so
that hot-wiring your neighbor’s Mercedes will be a lot less fun.

Though the policy is aimed at
parents whose children may become
victims of cyberbullying, it will also
cover adults who are targets of online
harassment, which itdefines as “three
or more acts by the same person or
group to harass, threaten or intimidate
a customer.” Once considered harmless
trolling, online harassment is increasingly recognized for its serious offline
consequences. A string of teenage
suicides has been linked to cyberbullying, and victims of online harassment
have suffered real-world consequences
such as being targets of false police
reports, trouble getting work, depression, and a chilling effect on speech.
Platforms have admitted that they have
not done enough to stop the problem.
Twitter has increased its support staff
in addition to releasing new reporting
and blocking tools. Facebook created
a “bullying prevention hub.” Despite
these efforts (which some argue are too
small), it looks like online harassment is
still at least prevalent enough, or scary
enough, for an insurance company to
see it as a business opportunity.

There are so many moving parts to
the future of vehicles that it’s impossible to predict. But it seems likely that
greater automation and greater sharing
will harm the classic insurance model
and put quite a few people out of work.
“The insurance companies are still
going to be around, but their business
models are certainly going to have to
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A U.S.-based
insurance company
announced [10] a
new policy that specifically covers the
damage of online
abuse. Chubb Insurance told that its personal cyberbullying insurance would cover counseling
fees, lost income from taking off of
work, and the cost of hiring an online
reputation management firm to help
remove smears online.

AIG, one of the
world’s largest
insurers, is rolling out
a new set of policies
aimed at the growing drone industry
[11]. The policy
offerings are designed for a newfangled
purpose: protecting the operators of
unmanned aircraft from liability in case
of collision, technical problems, or any
other sort of situation that could cause
damage either to people or property
on the ground. AIG’s decision to enter
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the drone insurance fray takes place
as the FAA makes the first steps toward
offering a legal framework for commercial use of drone aircraft. This process,
which will take place over the next
decade, is expected to shake up industries ranging from motion pictures to
agriculture to energy. The AIG drone insurance policies are also an outgrowth
of aviation insurance frameworks that
have existed for years. AIG’s literature
emphasizes that its coverage includes
damage from war and terrorism. And,
acknowledging an inevitable reality
of widespread drone use, AIG offers
optional coverage for “spoofing”: when
a hacker hijacks your drone remotely.
Another large insurance company,
USAA, is even working on using drones
to investigate insurance claims.
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FLAVOURS
OF FINTECH
IN INSURANCE
by Roger Peverelli and Reggy de Feniks

VC investments in insurance fintech
firms quadrupled compared to 2014.
NYC health insurance start-up Oscar
became the posterchild for customer
engagement, the proof that insurance
could be made sexy. AXA launched
AXA Strategic Ventures, a 200 mio
euro corporate venture arm for emerging strategic innovations relevant to insurance. And so did among others Allianz, MetLife and PingAn. Aviva started
hiring staff from Google and Amazon
to update its technology, Startupbootcamp announced its first insurance
accelerator program in London, backed
by Allianz, Admiral and Lloyds.

Roger and Reggy are the authors of the worldwide
bestseller ‘Reinventing Financial Services’ and the founders
of Digital Insurance Agenda and DIA Barcelona, the first
global community and conference connecting change
agents at insurance firms with fintech leaders.

1. Current cost
levels are much
too high
An insurance, the transfer of risk
from a consumer to an insurer, is
expensive. Insurers spend between 20
and 40 cents of each euro of premium
on costs of operations and customer acquisition costs, marketing and
distribution; not on what the insurance

In our view, 2015 was just the start.
We expect ‘insurtech’ to really take
off in 2016. We see four drivers: weak
spots of insurance incumbents. Each
weak spot drives sense of urgency at
insurance firms to accelerate digital
transformation. And each weak spot
also invites new entrants to move into
the insurance space.
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is actually for. Insurers are looking for
ways to operate more efficiently in
every major part of the costs column:
in claims expenses, costs of operations
and customer acquisition costs. Short
term challenges therefore include sophisticated underwriting, risk reduction,
improved claims management and cost
efficient service. Technology purchases
and investments by insurance carriers
will further explode. And so will the
number of fintech solution providers
that want to cater to that need.

2. Customer
engagement
leaves much to be
desired
Most insurers have low Net Promoter Score ratings. Customers experience a lot of frictions throughout the
customer journey. Insurance is still
about averages, products, one size fits
all, paper, brokers. Insurance firms are
turning to digital technologies and what
fintechs can offer to improve way they
engage with their customers.

But all these frictions also stimulate
new entrants to introduce more relevant concepts. Think of Oscar’s quote:
“We didn’t start this company because
we love health insurance. Quite the
opposite in fact.”
Let’s not forget that insurance is an
extremely attractive market. The global
insurance industry alone is a 4 trillion
dollar market (12 zeros) according to
McKinsey. A market that size, with so
many imperfections and latent and
manifest needs obviously attracts investors, entrepreneurs as well as blue chips
outside the insurance industry.

3. Internet
of things just
entered the radar
screen
Connected cars, connected homes
and e-health are about to become
mainstream. All these connected
devices generate an avalanche of
data that can be used to improve risk
assessment, to offer new products and
services and to create new revenue
streams and growth opportunities.
However, a recent Roland Berger / EFMA survey
among 23 European insurers
shows a hesitant attitude.
About 60 percent of the
participating insurers have
started initiatives in connected cars, but mostly limited to using
telematics data for more sophisticated
underwriting and claims management
and hardly ever exploring the development of entirely new products and
revenue streams from all the contextual
information that becomes available.
And in connected home and connected health there is even less activity. This
has invited all sorts of new entrants that
see the commercial potential of data
produced by drivers, homeowners and
health device users. Numerous tech
start-ups that are devoted to creating
innovative products and services based
on the internet of things. But also big
names in consumer technology such
as Amazon, Apple, Google, Microsoft, Philips, Samsung and Siemens
have designated the internet of things
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as a focal point in their strategy. Car
manufacturers who are looking for
new revenue streams have also woken
up to and are increasingly moving into
the insurance space—becoming more
active in sales, distribution, and claims—
just like they have become key players
in financing new-vehicle sales over the
past decades.

4. Speed of
innovation has
been limited
so far
The appetite for innovation in the
insurance industry has always been
limited compared to other consumer
industries. This is remarkable in view
of the impact of Google Search and
insurance comparison engines such
as Moneysupermarket.com, Comparis.
ch and independer.nl that fundamentally changed market dynamics. Past
profitability resulted in lack of sense of
urgency. Obsolete conventions and
vested interests (broker sales) killed any
innovative ideas.
Insurance carriers are now making
the leap into the 21st century. They
have little choice. If they fail to deliver
against the ever increasing demands
and expectations of customers they
will lose share to traditional rivals that
do succeed in striking the right chord.
And to new entrants that have the
advantage of digital DNA to leverage
technology to provide lower costs and
better service.

SO WHAT DO WE
EXPECT FOR 2016?
Which insurtechs will be successful?
We distinguish seven different flavours of winners in fintech insurance.
Winners because they bring specific
flavours of added value to insurance
companies and to customers. Let’s
take a closer look.

innovative solutions that impact the
key cost drivers. Think of solutions for
improved claims management, fraud
detection, more cost effective customer acquisition and cost efficient service.

OutShared recently launched the
CynoSure digital insurance platform,
a complete head to tail digital insurer in-the-box. CynoSure is a SaaS
solution that covers the back-office system-of-record to all front-end web and
app interfaces. For instance, with CynoClaim (one of CynoSure’s key modules)
more than 60 percent of all claims can
be managed automatically, resulting
in lower costs as well as increased
customer satisfaction. The platform can
be used for both new market offerings and the renovation of established
operations migrated to the platform.
Results of the first implementations are
promising: up to 50 percent decrease in
costs, 40 percent increase in customer satisfaction. CynoSure takes 6 to 9
months to implement, whether it is
new or a migration – quite spectacular
in the insurance industry as well.
Eris Industries develops software
that allows anyone to build secure,
low-cost data infrastructure using
blockchain and smart contract technology. Eris is the first platform that allows
the full potential of blockchain-based
technologies to be realised in enterprise. By combining blockchains and
systems of smart contracts, businesses can take any data-driven human
relationship and reduce it to code –
guaranteeing accurate and consistent
execution of functions which hitherto
required human discretion to manage.

1. Dramatic
cost savings
What drives insurers most is the
need to cut costs. This means ample
opportunities for fintechs that provide
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Everledger is using the technology
behind bitcoin to tackle the diamond

industry’s expensive fraud and theft
problem. The company provides an
immutable ledger for diamond ownership and related transaction history
verification for insurance companies,
and use. blockchain technology to
continuously track objects. To achieve
this Everledger has partnered with different institutions across the diamond
value chain, including insurers, law
enforcement agencies and diamond
certification houses across the world.
Through Everledger’s API, each of
them can access and supply data
around the status of a stone, including
police reports and insurance claims.

risk behaviour of consumers. AdviceRobo for instance provides insurers
with preventive solutions applying big
behavioural data and machine learning
to generate the best predictions on
default, bad debt, prepayments and
customer churn. Predictions are actionable because they are on an individual
level.

2. Sophisticated
underwriting and
risk reduction

This flavour of insurance fintechs
is about solutions that help insurers to
make a leap in customer engagement,
to become much more effective in
every step of the customer journey. It is
also about new entrants that are attacking specific frictions, complex processes and product and pricing imperfections customers have to deal with when
working with insurance companies.

The core competence of insurance
is ready for a makeover thanks to all
sorts of new technologies; machine
learning and cloud computing.

Earnix Insurance provides an integrated software platform for customer
analytics and pricing, Industry-leading
statistical tools allow insurance actuaries and analysts to generate the most
accurate and robust risk pricing models.
Built-in visualization capabilities make
it easy to analyze these models for
selection of the best pricing strategy.
By enabling insurers to quantify the impact of pricing decisions on customer
behavior and define pricing strategies
that best reflect market dynamics Earnix
introduces a level of precision and scale
that was previously unattainable in the
pricing process.
AdviceRobo solutions make use
of a machine learning platform that
combines data from structured and unstructured sources to score and predict
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3. Superb
customer
engagement

The mission of BigML is to democratize data science tools and put the
average business analyst (almost) on
par with the data expert. BigML offers a
SaaS-based machine learning platform
that allows everyday business users to
create actionable predictive models
within minutes. For instance to analyse
clickstream data on the website, how
well an email list is performing, or,
based on sales results, which segments
of your email list to target. After creating
a model, users can share and/or sell it
in BigML’s public gallery.
Bauxy enables consumers to file their claims just
by taking a photo of the
invoice. No more queuing
on the phone to talk with
insurance company call
agents, asking when the
money will be reimbursed,
and getting frustrated in the
process. Bauxy submits the claim on
the consumer’s behalf.
Cuvva introduced a mobile app that
enables the user to sign up, get a quote
and buy cover in less than 10 minutes.
Basically, a completely digital experience run from a smartphone. What
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is also new is that it gets customers
covered for only as long as they need it;
from a single hour to a whole day.

4. Disruptive
business models
Also in 2016 we will continue to see
the emergence of new digital first carriers. Not all new entrants will survive;
but they will definitely set new standards. Despite the fact that they differ
quite a lot in nature, they have one
thing in common. They attack with a
new business model that is clear about
how it creates value for its customers.
We already mentioned Oscar. Some
other favourites:

Bought By Many is a free, members-only service that helps users to
find insurance for the things in life that
are out of the ordinary. The company
aggregates demand and negotiates
discounts directly with insurers for the
clients’ unique situations. Members
save an average of 18.6%.
Trov creates customization of
the home insurance by allowing
coverage of individual key items
rather than a coverage set with
average amounts.
An app-based platform
allows customers to discover
and track the real-time value of
their belonging. They simply upload
the items they own to a digital locker, either by scanning a product UPC
code, entering an auto VIN number or a
home address, or looking up individual
items in an in-app database. The value
of these items is then tracked over time.
Trov (backed by Anthemis) has partnered with a wide variety of proprietary

data sources like Zillow (US real estate),
Blackbook (US autos) and Symantics3
(global consumer products).
Another imperfection, at least in
the eyes of customers, is deductibles.
insPeer allows users to share insurance
deductibles with their friends and family
members.
Collision damage waiver and loss
damage waiver on rental vehicles are
also always expensive. Insuremyrentalcar provides the solution with a
package that starts from $5 a day to
$93.99 per year.
Guevara introduces a whole new
way to think about car insurance. With
Guevara customers pool premiums
online to save money. Unlike traditional insurance, any money left in the
pool at the end of the year stays with
the group and lowers everyone’s price
next year. Users that keep claims low
can save up to 80%.

5. New roles in
the value chain
Traditional agents and brokers are
becoming an endangered species in
many mature markets because of lack
of added value in view of excessive
commissions and online alternatives.
A whole new breed of intermediaries
now enters the insurance arena.
Knip is an innovative digital insurance manager that bundles customers’
insurance products in one app and
offers an easy-to-understand overview and analysis of existing insurance policies, tariffs and services. The
app automatically detects individual
insurance gaps and recommends how
to improve the insurance protection. If
desired, Knip experts consult on insurance policies. Since they do not receive
a commission, customers can expect
independent and honest advice.
With the app, customers can easily
change their tariffs, conclude new
insurance contracts and cancel old
policies.
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PolicyGenius offers highly tailored
insurance check-up platform, where
users can discover their coverage gaps
and review solutions for their exact
needs. PolicyGenius provides the only
online store for life, long-term disability,
renters and pet insurance. Highly accurate quoting engines offer side-by-side
comparisons of tailored policies.

6. Innovation
acceleration
enablers
The systems of most insurance
carriers are older than the customers
they serve. Obviously, this is a major
hurdle to innovation. Yet, many insurers
are reluctant to do an overhaul. Several
fintechs are offering powerful solutions.
What they have in common is that they
modernize insurance business processes and enable insurance carriers
to adapt quickly to change. Basically,
offering modular solutions that align IT
with the business demands for speed,
flexibility, agility and cost efficiency.

The Roundcube Suite is a cloudbased modular insurance solution
that is completely customer-centric
for any and all users, whether they are
end-customers, employees or third
parties. It couples an intuitive user
interface with extensive functionality.
Proactive business intelligence allows
for true business insight and customer
care. The Roundcube Suite is platform
independent and can be added on top
of any currently implemented core
insurance system
The so-called Guided Interaction
Platform of Vlocity is a powerful suite
of task-based components; all 100%
native on Salesforce. Vlocity transforms
CRM systems with deep industry-specific transactional capabilities. With
easy to use guided flows, insurers are
able to consolidate applications, speed
new users to productivity, and reduce
overall cost to serve in half the time and
cost of custom solutions.

7. Contextual
data propositions

Backbase has an extensive track
record in banking and is now also moving into the insurance industry. With
Backbase there’s no need to replace or
rebuild the core systems from scratch.
Backbase allows insurers to repurpose

Connected objects will generate
loads of new information, not only
directly related to the insurance but
also about the context. Think of information on daily movements at home,
at work and while traveling; on how

them by incorporating their content,
data, and functionality into a new digital
customer experience layer, optimized
for easy integration with existing
business applications and a delivery of
a unified and seamless customer experience across any device.

people interact with for instance their
car and home; on mood, sleep, lifestyle choices and habits. If insurers are
willing to make the effort, it will spawn
much deeper customer insights. In
turn these should lead to fascinating
new directions for product and service
innovation.
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The use of these devices, and the
data that come with it, is fundamentally
changing the customer relationship.
The added value of an insurer is shifting
from the product, covering risks and
claims settlement, to being part of the
customer’s everyday life and rendering services as a substantial part of the
offering. The nature of services will shift
from reactive to proactive and preventive. Customer relationships will evolve
towards a more collaborative model.
And the use of connected devices, and
in particular the data results in a shift
in information asymmetry that further
empowers customers.

telematics solutions ranging from automatic crash alerts and ‘on call’ assistance and the analysis of car accidents
liabilities, to personal insurance models,
such as ‘pay-per-use’ and ‘pay-per-risk’,
to vehicle telediagnostics, real time
traffic information, road charging, fleet
management, and eco driving management. Octo telematics also provides
marketing services; motor insurance
risk analysis; and business intelligence
and advanced analytics, such as driving
behaviour models, geospatial analysis,
and traffic forecasting systems.

Connected cars can inform the
owner pro-actively about the condition
of the vehicle so they can maintain their
car better than before. Consequently,
the relationship between repair shops
and customers will change dramatically. Data will make the conversation
between repair shop and customer
objective and transparent, which is
quite a leap from the suspicions many
customers still have about the necessity
of certain repairs, and what is charged
for them. In addition, data can lead to
a good prediction of the costs of the
next repair, and give customers the
opportunity to ask for quotations from

Traditionally healthcare delivery is
all about face to face interactions, resulting in high costs. Connected health
devices allow healthcare providers as
well as health insurers to extend their
reach and interactions with patients.
Sharing data among all stakeholders,
optimal use of this data and remote
patient monitoring have the potential
to change the business model entirely,
keeping healthcare efficient, affordable and accessible – in particular
when dealing with chronic conditions.
Because of connected devices health
providers and insurers for instance will
be able to offer personalised services at
home, at work or when travelling meeting the lifestyle needs of customers.

different repair shops, and compare
them objectively.
Octo Telematics provides telematics solutions for insurance companies,
car rental and fleet management
companies, motor manufacturers, and
governmental authorities. It develops and manages a range of vehicle

For instance providing flexible opportunities to engage with care providers
and home care solutions for elderly and
individuals that live independently.
Business models in health are shifting from a transactional to a relational
model, assisting a customer to manage
his or her health over time.

260

Money of the Future 2015 | Life.SREDA VC | lifesreda.com

VitalHealth Software develops
cloud-based eHealth solutions in particular for people with chronic diseases
such as Diabetes, Cancer and Alzheimer’s. The impact is huge since chronic
diseases account for the majority of
healthcare costs. VitalHealth Software features include care providers
participating and collaborating in health
networks gained web-based access to
shared, protocol-driven disease management support based on established
clinical guidelines, seamlessly integrated to and accessed from within existing
EHRs. At the end of the day, VitalHealth
Software aims to have a positive impact
on the lives of patients.

THE DIGITAL
INSURANCE AGENDA
The insurance industry in 2020 will
look very different than it does today.
New technologies and rising customer
expectations are changing the way
insurers need to operate. Digital transformation is top of the agenda at any
insurance firm that takes itself seriously.
The winning insurance firms of the
future will be those that innovate and
transform. Insurance firms that leverage
the most innovative fintech solutions to
accelerate their digital strategy.
However, in our discussions with
insurance executives across the globe
we have learned there is a great need to
connect insurers to fintech leaders in a
comprehensive, efficient and effective way to speed up their innovation
efforts. And to discuss how insurers and
fintechs should work together.
This is exactly why we created
DIA, the first global community and
conference connecting change agents
at insurance firms with fintech leaders.
DIA sets the Digital Insurance Agenda.
We invite you to join the conversation
at www.diabarcelona.com, come to the
first edition of DIA Barcelona on 20 and
21 April 2016 and meet some of the winning fintechs we featured in this article –
to accelerate innovation in insurance.

8 Reasons
To Buy a FinTech
Startup
Fintech startups: who buys them and why?
They’re expensive, lossmaking and overvalued.
Why people even pay for them?

I would like
to start by
explaining how
and why the
fintech industry
appeared.
It’s not more than 3 or 4 years ago
that this industry emerged and started
to draw a great deal of attention
from the new entrepreneurs, clients,
journalists, banks, telecoms, and
web giants. This was associated with
fast-developing technologies, especially mobile-first services, that were
massively changing the customers’
preferences, and those of generation
“Y” customers in particular. And tra-
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ditional banks started legging behind
these changes for several reasons:
Regulators all over the world
request that the banks should be
money-making right here, right
now, not at some point, whereas
in the technology sector, everyone understands that developing
a new technology or service can
take long, and in the meantime you
don’t make any profit and have no
idea when and how you finally start
making money;
The sentence above would sound
absolutely absurd for bankers who
only have owners and bank heads
in their world, and, for obvious
reasons, they all want an increasing
profit. Startupers don’t found their
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companies by hitting bosses or
stockholders with questions, but
by asking the client where the shoe
wrings — and then they help to
solve the problem. In the technology sector, the widely accepted
practice is to build the service by
asking the client questions, looking
for the best solution and then
understanding how to make money
with this solution (the Silicon Valley
paradigm: if you solve someone’s
problem well, then it’s much easier
to understand how to make money
out of it, and this understanding will
come eventually);
Whatever the bankers say about
their openness to online services,
the banks are always offline, because even if they have

(suddenly) managed to develop
the best mobile bank, you need
to go to their office and sign the
documents in order to get access
to it. Bank branches are, and have
always been, the center of the
bankers’ solar system. And startupers only need a mobile phone:
you can simply download your
bank through AppStore or GooglePlay and start using it. The same
holds true to banks as clients: they
don’t use cloud systems, instead
they buy lots of servers, and the
servers need to be taken care of by
employees, this creates some kind
of significance and increases the
salary of IT Head;

services are built from scratch, as it
should have been in a perfect world,
in line with the principles of open
architecture and free interaction
with other online services;
Banks have always worked with
bank services only, while the new
generation of the clients asks for a
cocktail of financial, entertainment,
informational, tourist, medical and
plenty of other services. As a result,
other sectors (e.g., retail) are learning
fast to work with financial services,
and in the meantime the banks keep
stagnating;

There are times when it takes so long
to build something that, in order to
change it, it’s easier to destroy it and
start from scratch. Take a look at the
back-end and IT-infrastructure of
any big bank: they seem like a pileup of the broken condoms. Anyone
knows that if a condom is broken,
you should take it off and put on a
new one. And the banks just write a
new adscript every time, which results in a huge stack-up of adscripts.
Often nobody even remembers
their history, because “that guy” has
already been fired. Whereas all new
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Finally, there are the people who
work in banks. They can be anyone,
sometimes even good specialists
and as honest men as ever lived,
but they are not entrepreneurs. But
the new economics (like in cases of
Tesla or Apple!) requires companies
to have a new way of internal structure: small self-organized teams
that can work without a precise
plan and under uncertainty, that can
generate new ideas and test them,
that are challenged by their mistakes
and failures. There is a very popular
related joke by Dilbert.

What do
corporations
acquire in the
traditional sector
when dealing
with regular
companies?
They mainly buy future cash flows
based on how the company has been
generating and gaining them. In the
fintech industry, most companies are
lossmaking while being valuated at a
sight of money, according to experts.
It’s your choice how to take things you
don’t understand: either the others are
idiots or you are not smart enough. So,
either the people who buy them are
bananas or they pay for something else.
I’d like to give a few examples of what
these market players are driven by.

1

They buy customer acquisition.
Banks all over the world offer the
same products, only rates may
differ a little, that’s why the customer acquisition becomes more and
more expensive. If a bank in USA
buys an SME customer for USD 200
and a startup for USD 20, the latter
is purchased with a view to cut the
expenses for customer acquisition by
a factor of 10. After that, the clients are
also offered traditional services and
products, but with a higher margin;

2

To buy a differentiation. Big
banks spend tens of millions dollars annually on their advertising,
millions go to campaigns, and billion
dollars cover the fees of the creative
agencies. Except that the commercials
don’t differ much from one another:
here is a smiling family with a dog,
and there is another one without a
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dog; here’s a businessman looking
to the future with confidence, and
here you have a relaxed and happy
businessman giving a hug to his wife
while staring at the horizon. Fintech
startups let you stand out in this advertising splutter by promoting a bank
with a new product. We know that the
clients’ memory is organized in a way
that, having received a new and unusual message, they will set you aside
from your competitors and project the
image of innovativeness and sophistication to all your other products;

3

To buy lower risks. Another
constant pain for the banks is
how to lower the risks for the
provided loans, which are the main
and the most profitable bank service.
With fintech startups, it is possible to
gather a lot of various information
about the clients before offering them
a loan. You will be able to provide
the loan at a lower risk, and it will be
more targeted if you are aware of the
client’s financial status, the amount of
his own clients and the relationship
with them, his choice of the range of
services for his enterprise, his friends
in social networks and the way of
communicating with them, his special
offers and his clients’ feedback, as
well as thousands of other factors that
shows the overall attitude and quality
of the business in perspective;

erything depends on how ambitious
you are: either you want to create the
future or constantly try to catch up;

5

To buy talents. You can buy a
specialist, maybe a good one,
even a lot of good specialists,
but you can’t buy entrepreneurs and
teams. Entrepreneurs want to be independent and work for themselves,
while a set of specialists can’t just
make a team when asked to do so
by their boss — this is only possible
if they have a common goal, spend
time together, and share similar
values. When BBVA were asked why
they had bought the unprofitable
company Simple for USD 117 million,
they said they had just bought 36
outstanding specialists who know
where to go (forward), how to go
there; they don’t need a plan or a set
of trainings to become a team. By the
way, buying startups is the main HR
source for Google, Facebook, and
Yahoo;

6

To buy knowledge and access to
new industries. A great attention
is being paid to fintech startups
abroad not only by the banks, but by
telecoms and web giants. They have
money, strong customer base and
desire to offer more and more online
products to their clients. Currently,
financial sector is a sweet spot for
them, but they don’t buy banks while
are eagerly buying startups.

4

To buy time. You can of course
get inspired by the best practices
in your country or worldwide,
go to your IT-department and ask
them to copy everything. Even if this
seems cheaper and to a good quality,
you have just spent lots of time on
copying yesterday’s practices, and the
market is already ahead of you. So ev-
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7

To buy internal company
changes. Traditional banks often
have several thousands or even
dozens of thousands of employees,
who mostly work well and make
profit. There is no point in firing
them, but it would be so hard for HR
departments and core management
to change their way of thinking and

seeing the new world. In this context,
buying a startup seems like a blood
transfusion to resuscitate an ageing
body;

8

To buy “surprise”. If you haven’t
yet seen the show about the invention of a portable PC “Halt and
Catch Fire”, I strongly advise you to do
so. Those days, the idea itself seemed
very risky and there wasn’t enough
financing, while giant corporations
laughed at it. In Season 1 episode 4
we see the product leader writing the
fourth word on the board listing the
target characteristics of the computer:
“lighter”, “cheaper”, and “faster”, and this
last word is “to surprise”.

Here is the story of my mistake: when LoopPay company came to
me, I didn’t invest in it, because, while realizing that it is really unique, I
considered it to be overvalued and its sales to be too low. Three months
later it was acquired by Samsung with the following comment: “We
compete with Apple and can sell everything on a planet scale, but we
don’t have a payment solution that would be better than ApplePay, so we
just pay for rising in the clients’ esteem”. So I made a conclusion: don’t
look at the figures (they’ll come), look at the people, their vision, and their
product. If they are unique, you should invest in them and hold on to them.

Vladislav Solodkiy, Life.SREDA VC

Classic examples of how banks react to fintech are the examples of the American Goldman Sachs and Spanish BBVA. These companies’ CEOs claim that there is no point in waiting until new players disrupt your market
— you should disrupt yourself with the help of communication, partnership, investments or acquisition of new
technology startups: not only they bring new ideas and technologies, but change the way of thinking for the
whole company. You should think less “like on Wall Street and more like at Silicon Valley”.
These companies buy “the sense of future”, not the cash flows. As Yuri Milner says, invest in attention. Once
he was asked how he ended up investing in companies that were very unprofitable, but are now big revenue
earners. He answered that there are more and more money in the world, its value gets lower, and in this setting, attention becomes the most expensive thing. If a startup can draw attention, you should invest in it, and
the ways to monetize it will eventually turn up.
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Banks in fintech:
date the nerds or be the nerd?

One matchmaking grandmother tried to flatter the Facebook CEO by writing in a
comment [1] on his Facebook page that she always tells her granddaughters to “date
the nerd” because he may just become the next Mark Zuckerberg. Zuckerberg, who has
been responding to many, many comments lately while on paternity leave taking care of
his adorable daughter Max, was quick to try (politely) changing the way she thinks about
her granddaughters’ future prospects. “Even better would be to encourage them to *be*
the nerd in their school,” he wrote, “so they can be the next successful inventor.” On her
own Facebook page, the grandmother marveled at the incredible attention to the post —
20,000 Likes and counting on Zuckerberg’s response — before noting that she does in fact
“encourage” her grandkids “to do well,” adding that “I’ve done everything in my life MYSELF.”

v

Are nerds\hackers the new bankers?
This is the question rolling around in
the mind of Alexa Clay following the
publication of her book, The Misfit
Economy [2]. “The whole mission that
I’m on right now is how to we build
bridges between mainstream economies and hackers,” she says [3].
Clay believes that the hacking spirit
has a place “both those inside and outside our financial institutions”. Hackers
have popped up in the financial world
because of the opportunities that have
been presented to them; because they
have been given the license to operate
by the societal remit of banks being
called into question, because bureaucracy has suffocated ideas and because
saboteurs will be saboteurs.
“This kind of ‘calling’ is something I’ve
noticed in other species of hackers as
well,” says Clay. “They bring their values
and entrepreneurial ideas and mission
into the financial institutions of the
world. These are the kinds of entrepreneurs who work in big companies where
they learn to navigate corporate politics
and forge strong alliances in order to
hack companies from the inside. “They
are not out for their ego but are looking
to infect the cultures around them.”
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The spirit of entrepreneurialism can
be found everywhere though, even in
the most unexpected places, and that
spirit fuels the informal economies
of the world, which are valued at $10
trillion. An important skill needed to
flourish within these informal economies is the ability to embody the
spirit of hustling. Many entrepreneurs
in informal economies are born into
poverty have this locked down, and yet
also demonstrate the traits of formal
entrepreneurs.
Even looking back through the
historic culture of piracy, pirates were
pioneers in democracy. “They really ex-
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perimented with egalitarianism aboard
their ships,” says Clay. We can also learn
a lot by looking at the porn industry, she
says. “Before video streaming tech was
mainstream, it was actually pioneered in
the porn industry. Similarly, McDonald’s
didn’t invent the franchising model.”
Franchising came from gangs.
“Hackers demonstrate the exact kind
of spirit needed within the financial
sector,” says Clay. “There are so many
principles within these cultures that
we can learn from. This is a spirit that
is transforming the way we are going
about solving problems.”

Ex-CEO of Barclays:
‘Uber moment’ is
heading for the banking
industry Antony Jenkins, the former CEO
of Barclays, has a nightmare vision for
the future of big banks. In a speech
in London this week he said [4]: “The
incumbents risk becoming merely
capital providing utilities that operate
in a highly regulated, less profitable
environment, a situation unlikely to be
tolerated by shareholders.”
Jenkins says a series of Uber-style
disruptions in the industry could shrink
headcount at traditional big banks
by as much as 50%, while profitability
in some areas could collapse by over
60% — huge predictions from a man
who, until recently, ran one of Britain’s
biggest banks. He adds: “In my view
only a few [incumbent banks] will have
the courage and decisiveness to win in
this new field.”
Jenkins, who was ousted as Barclays
CEO in July 2015, says a new wave of
tech-savvy startups that can do things
better, faster, and cheaper than the
big banks will disrupt their traditional
businesses like lending, payments, and
wealth management. He says: «We will
see massive pressure on incumbent
banks, which will struggle to implement new technologies at the same
pace as their new rivals. That will make
it increasingly challenging for them to
deliver the returns and profitability that
their shareholders demand.»
So how can big banks stop their
dinner being eaten by nimble startups? Jenkins says: “Incumbents will
need address 3 significant issues. First,
boards will need to accept that we live
in a discontinuous world. They should
ask executives to take significant but
calculated risks by working on projects
that no one else is working on. Looking
for a linear progression just won’t cut it.
Secondly, there shouldn’t be a technology strategy. There should only be
a strategy with technology at its core.
There’s a huge difference. And thirdly,
leaders need to lead differently. In my
experience, people become more risk
averse the more senior they become.
But doing the same thing a little better
is now the riskiest thing you can do.”
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The big question, as Jenkins points
out, is whether these huge institutions
can move fast enough to get ahead of
the wave of change — or at the very
least ride it.

able to UK tech companies. Barclays
says [6] it will provide up to £5 million,
repayable over three years, to firms that
have won VC backing. A recent report
by Barclays showed that UK technology

“The number of branches and people
employed in the financial services sector
may decline by as much as 50% over the
next 10 years, and even in a less harsh
scenario I predict they will decline by at
least 20%.” If his predictions come true,
Barclays could cut [5] between 26,000
and 66,000 jobs worldwide, and shut
between 280 and 700 branches on the
high street. “The barriers to entry are
quite high in financial services, so that
will allow the incumbents to probably
last longer than in many other industries,” he said. “The risk is that incumbents will be pushed into this utility, capital-heavy role that we’ve seen in other
industries like telecoms. Ultimately, that
will become intolerable to shareholders, so we could see consolidation and
mergers,” he said.

businesses are expected to grow four
times faster than GDP in 2015. Ashok
Vaswani, chief executive of Barclays
personal and corporate banking, says:
“We identified a significant gap in the
traditional way technology businesses were financed, and with this new
drive we will be truly able to support
businesses right from their inception, to
becoming major global players.”

He also said there was a major
challenge for the banking industry in
recruiting staff, discussing his recent
visit to Silicon Valley which he described as a “ruthless meritocracy”. “If
banks want to really compete for talent
successfully, they are going to have to
make themselves interesting places to
work. It can’t just be about the money,
because frankly the money isn’t going
to be there the way it was before 2008,”
Jenkins said.
Unlike their US counterparts, access
to debt finance (see chapter about venture debt financing) — which can provide an attractive alternative to giving
up equity — has not been widely avail-
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Capital One:
“to think more
like technology
companies and
maybe a little
less like banks”

How will banks compete in a rapidly
digitizing world? Capital One CEO
Richard Fairbank knows. “We’re going
to need to think more like technology
companies and maybe a little less like
banks,” he told investors on earnings
call [7]. His bank is notable for its
high-profile acquisitions of not other
banks, but innovators, and not necessarily even financial services innovators.
In the fall of 2014, for example,
CapOne acquired user experience firm
Adaptive Path. In January 2015, Capital
One acquired Level Money, a personal
financial management tool aimed at
millennials. And while it is acquiring
innovative companies, it maintains a
robust internal innovation system, with

Capital One Labs and its entrepreneurs
in residence. It also opened an innovation center in San Francisco in November 2014. (Capital One has made [8]
another acquisition aimed at improving
its product design capabilities — California-based Monsoon, a design
studio, development shop, marketing
house and strategic consultancy. The
40-person Oakland team, which has
done work developing apps and sites
for companies like Yammer, Zazzle, the
NBA, HP, Cisco, Microsoft, Wells Fargo,
and others, will remain in their offices
following the deal’s close while the
remaining staff — around 35 persons —
will continue on as a rebranded agency
called Kunai).

But more to the point, Fairbank
spoke at length about the need for
digitize, which is a recurring theme for
him. “One thing is absolutely clear and
it’s — and we believed this from the
beginning — that every bank is going
to need to transform itself. The digital
revolution is changing banking on just
about every dimension that you can
imagine basically. It’s changing what it
takes to win in payments, in distribution, in marketing, in brand, foundational infrastructure, experience design,
if you will, the way information is used.
And in the end, that really means the
role of talent is central to that kind of
transformation.”

JP Morgan:
“Silicon Valley
is coming”
The man who runs America’s biggest
bank can’t stop worrying about tech
startups. In his annual letter to shareholders [9] in April 2015, JP Morgan
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CEO Jamie Dimon warned investors
and those in the banking industry that
“Silicon Valley is coming.” He wrote:
“New competitors always will be
emerging — and that is even truer today
because of new technologies and large
changes in regulations. The combination of these factors will have a lot of
people looking to compete with banks
because they have fewer capital and
regulatory constraints and fewer legacy
systems. We also have a healthy fear
of the potential effects of an uneven
playing field, which may be developing. Below are some areas that we are
keeping an eye on.”

“There are hundreds of startups
with a lot of brains and money working
on various alternatives to traditional
banking,” Dimon wrote in the letter.
“The ones you read about most are
in the lending business, whereby the
firms can lend to individuals and small
businesses very quickly and — these
entities believe — effectively by using
Big Data to enhance credit underwriting.” Dimon may have been alluding
to businesses like Lending Club and
Prosper, which enable lending between
users and are both have valuations in
the billions. There are also a growing
number of financial startups like Stripe,
which handle payment transactions online and investing portfolio services like
Wealthfront and Betterment. “They are
very good at reducing the ‘pain points’
in that they can make loans in minutes,
which might take banks weeks,” Dimon
added in his letter. “We are going to
work hard to make our services as
seamless and competitive as theirs. And
we also are completely comfortable
with partnering where it makes sense.”
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It’s not the first time Dimon has issued a warning about Silicon Valley businesses. “They all want to eat our lunch,”
he told investors a year ago [10]. “Every
single one of them is going to try.”

In the latest shareholder letter,
Dimon even went so far as to acknowledge the competitive threat posed by
Bitcoin and other payment alternatives. “You all have read about Bitcoin,
merchants building their own networks,
PayPal and PayPal look-alikes. Payments are a critical business for us —
and we are quite good at it,” he said.
“But there is much for us to learn in
terms of real-time systems, better encryption techniques, and reduction of
costs and ‘pain points’ for customers.”
Bitcoin has yet to achieve mainstream
adoption and its price continues to
fluctuate wildly, but a growing number
of big-name investors have backed
these startups, including the New York
Stock Exchange a growing number of
big-name investors have backed these
startups, including the New York Stock
Exchange, which recently backed Coinbase, a Bitcoin wallet application.
Dimon appeared to express some
annoyance about apps and other “free
riders” that don’t have pay fees to
move money, as banks must do. “Some
payments systems, particularly the ACH
system controlled by NACHA, cannot
function in real time and, worse, are
continuously misused by free riders on
the system. There is a true cost to allowing people to move money,” Dimon
groused. “We are going to work hard
to make our services as seamless and
competitive as theirs. And we also are
completely comfortable with partnering where it makes sense.”

CheBanca!: “If
one tries hard
enough there is
always a way to
change things”

are making a mistake. Those who wall
themselves in are destined for extinction, it is just a question of time. We
work with Fintech startups, we develop
services. It is very good for us. And we
help them grow and get stronger.”

Roberto Ferrari, the General Manager of Italian CheBanca! and Board
Member of Mediobanca Innovation Services, mentioned [11]: “One can claim
to have truly changed the market when
one’s innovative solutions are adopted
by the masses of clients, thus modifying
the dynamics of the system itself. So,
it takes a lot of intuition, speed, vision
and a sense of priorities. It must be the
customer experience that one wants
to develop, neither compliance nor
technology.”
The Italian CheBanca! is the retail
bank of the Mediobanca Group. “We
can define CheBanca! as a Fintech
Bank, a new bank.” Born in May 2008,
CheBanca! was the first financial institution in Italy to enter the market with
a multi-channel distribution model that
includes website, customer service and
innovative branches. Many are the initiatives CheBanca! promoted to support
(fintech) innovation in Italy. In few years
in fact CheBanca! created a unique
fintech community in Italy that acts as
a catalyst for innovation. The bank has
been recognized on many occasions
as an innovator from flagship futuristic
branches.

Banks not only compete with the
upstarts for customers but also provide
some of the key infrastructure they
need to grow. The lenders can provide
financial startups with capital as well as
legions of depositors and expertise in
dealing with regulators.

“It is an adventure because the
sector truly lives on schemes, services
models, and infrastructures that are
decades old, inadequate for digitalization. Therefore, it may be more difficult
when compared to other markets that
have already been transformed (music,
publishing, travel come to mind) but
this does not mean that it is any less
intriguing. It is necessary to have more
strength and decision in challenging
the status quo and not be stopped by
the first objection “this can’t be done”. If
one tries hard enough there is always a
way to change things. Always.”
“Startups are the lifeblood of every
sector. Challenging the market, bringing innovation, forcing incumbents
to move, nourishing the competition
and, thus, in the final analysis, favoring
the improvement of the ecosystem. If
someone sees them as a threat they

Simple, for instance, has more than
doubled the number of customer
accounts since its acquisition by BBVA
Compass [12], a subsidiary of BBVA, in
2014 and is increasing users at 10% each
month. Banks, meanwhile, are hoping
for greater access to younger customers.
“We had a little bit of bravado back then,”
Josh Reich, CEO of Simple, said in an
interview. “But there’s a reality that to be
in financial services, you have to work
with banks.” In 2014, BBVA paid $117
million for Simple and has so far granted
the tech firm near-complete autonomy,
from separate human-resources staffers
to branded company T-shirts. Mr. Reich
has also kept his CEO title, reporting
directly to the Simple’s board, which
includes BBVA executives. “We want
to keep away the antibodies that could
crush a startup,” says Jay Reinemann,
executive director of BBVA Ventures
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Group. Simple turns away more than
70% of requests by global BBVA executives to visit, says Enrique Gonzalez, BBVA’s liaison between the two firms. “The
main criteria is to let in those who can
really add value to the relationship,” he
said. When a team of BBVA bankers and
lawyers recently stopped by Simple’s
headquarters in Portland, Ore., they got
to know their colleagues by playing arcade games in the office common room
and sampling craft beers at the Oregon
Brewers Festival. “We’re a little younger
and nerdier,” said Simple spokeswoman
Krista Berlincourt. “But I like to think of us
as one fantastic extended family.”

Simple and
BBVA: startup
inside the bank
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Those perceived benefits have
driven an increase in cross investments
between longstanding banks and the
new fintech cohort. As of September
2015, the six largest U.S. banks or their
clients had participated in 25 fintech
investment deals this year, including
Prosper Marketplace Inc. and Circle Internet Financial Inc, compared with 26
in the first nine months of 2014 and 14
for the same period in 2013, according
to Dow Jones VentureSource.
“Time humbles you,” said Ben
Milne, co-founder of Dwolla, a digital
payments platform that also linked with
BBVA this year to offer real-time money
transfers. Working with banks, he says,
is the difference between running a
sustainable business and “just another
venture-funded experiment.”
Brett King, CEO of
mobile-banking app
Moven, wrote in 2010
that “the death of
retail banking is here.”

Now, Mr. King counts meetings with
potential bank partners among his
biggest priorities. In 2015, Moven was
tapped by Toronto-Dominion Bank in
Canada and the New Zealand unit of
Australia’s Westpac Banking Corp. to
provide mobile capabilities for their
customers. “If I have my disrupter’s hat
on all the time, they will just see me as
the enemy,” Mr. King says of his more
traditional rivals.
“There were no events five years ago
that banks were inviting [fintech firms]
to,” Dwolla’s Mr. Milne says. “Now, the
banks are paying for lunch.”
As Apple, Google, Facebook and
a host of smaller rivals sniff around
the payments sector, MasterCard
has been at pains in recent times to
stress that it is more of a technology
than financial services firm. The card
giant has tweaked the dress code at its
Purchase, NY, HQ to “relaxed business
casual” [13]. This, explains worldwide
communications team member Brittany Berliner, is “MasterCard’s next step
towards establishing itself as inherently
‘techy’”. It’s not just the clothing that is
getting more relaxed, the company has
also built a games room packed with
Xboxs, basketball hoops and ping pong
tables. Berliner claims that adopting a
tech hub culture sparks innovation and
creativity, while also helping to eliminate the generational gap between
management and millennial staffers.
As transformation of the banking
industry continues, fintech firms and
legacy banks are beginning to realize
the benefits of working together to deliver innovative solutions and superior
customer experiences to an increasingly digital consumer [14]. Fintech
firms see the advantages of leveraging
banking’s large and loyal customer
bases, experience with risk and regulations, a broad product set, established
trust and the deep financial pockets
of incumbent banking organizations.
“The danger is that innovative business
models take a bite out of every part of
banks’ product portfolios— skimming
off their best customers and driving
down fees. The problem is likely to
grow as tech-savvy millennials, who
have little loyalty to banks, begin to
take larger shares of financial assets. In
their worst-case scenario, banks be-
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come commodity providers of back-office functions, with lower growth and
squeezed margins” (Economist Intelligence Unit report, ‘The Disruption of
Banking’ [15], October 15).
“If I were a betting person,” Phil
Heasley, CEO of ACI Worldwide told
EIU, “I’d say that some really smart
banks are going to survive by merging
with some really smart fintech firms.“
The EIU report added, “The process
could be summed up as ‘keep two
cultures, but integrate the technology
back office’. This solution can preserve
the culture of innovation, marry it to
the assets of the bank, and accelerate
the combined offering to market”.
Brett King, CEO and co-founder of
Moven, bestselling author and Breaking
Banks radio show host: “The banks I
know all want to innovate, but silos,
culture and process intransigence slow
them down. Fintech partners enable
banks to ‘bend space and time’ bringing
change much faster and cheaper than
banks could ever do internally. For fintech firms, the banks could be a great
source of revenue.”
“When looking at the impact of
fintech players on banking, the main
people who should be concerned
are not the banks, but the suppliers
to banks. What fintech firms provide,
in many cases, is ”Suppliers 2.0” and
a real alternative for banks who are
facing more complexity in the market than ever. To allow banks to work
with with fintech players significant
changes procurement and liabilities
policies. In short, the old banks and
the new fintech firms working together
will teach legacy organizations new
tricks and remove the fear factor from
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fintech.” — David Brear, Chief Thinker
at the international consulting firm,
Think Different Group, said.
As fintech firms grow, they will
move from being a start-up to being a
financial services firm with the realities
of increased regulation and compliance
challenges, the need for capital, scale
and the expectation that innovation
and new product development will
continue in an agile manner. Legacy
banking organizations can help with
these challenges. While some fintech
firms and banks will choose to continue
on their current paths, the potential for
‘coopetition’ is significant.
Bad news for banks: fintech-startups trying to reinvent finance and
destroy traditional lending just
teamed up. UK-based challenger bank
Metro Bank has struck a deal with Zopa,
one of the UK’s biggest peer-to-peer
consumer lenders, to lend money
over Zopa’s platform. The amount
lent wasn’t disclosed but a source told
Business Insider [16] that it was around
“millions a month”. The pair signalled
their ambition in the release announcing the deal, writing: “Zopa and Metro
Bank believe this partnership is a great
example of how disruptive financial
challengers can collaborate to provide
additional value and revolutionise the
UK banking sector.” Both companies
want to not only steal market share
from the UK’s traditional banks but also
force them to reinvent their business by
doing so. Management at both Metro
Bank and Zopa have in the past said
traditional banks do not to enough to
cater to customers’ needs. Zopa’s CEO
Giles Andrews said in a statement: “This
partnership brings together two key

challengers to the traditional financial
services landscape and signals our intent to become a mainstream service.”

Asia-Pacific:
learning-by-doing
scenario
The head of Singapore’s DBS Group,
Piyush Gupta, sounded the alarm over
shifts in the banking model that could
push many banks out of business in a
relatively short period [17]. He spoke of
the “cataclysmic disruption” facing the
industry over the next five years and
suggested that banks unable to adjust
to this disruption over the next decade
would “die”, adding that perhaps a decade was being a little too generous on
the timeline front. Gupta, speaking at a
conference in Singapore, observed that
many Western banks have become so
obsessed with dealing with the fallout
from the financial crisis — including
capitalisation, liquidity and corporate
responsibility in the face of massive
public outcry and a rising regulatory
burden — that they are neglecting to
fight “the battles of tomorrow”.
Southeast Asian
super-regional financial
services group DBS,
which is based in Singapore, has launched
a DBS fintech accelerator in Hong
Kong [18], in a physical site called “The
Vault”. As part of a drive to promote an
‘innovative and digital mindset’, DBS HK
recently piloted its first Greater China
hackathon, with participation from
about 75 employees from Hong Kong,
China and Taiwan. Commenting on the
opening of the accelerator, DBS (Hong
Kong) CEO Sebastian Paredesstated:
“DBS Hong Kong is a pioneer in leveraging digital and mobile technologies
in our financial products and services.
The DBS Accelerator programme
aims to nurture a new generation of
digital leaders and talent to secure
Hong Kong’s future as a world-class
FinTech hub.” Startup ventures will be
guided through their business growth
and development with the help of
business mentoring from DBS HK and
Nest senior executives, as well as other
partners.
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Neal Cross [19], the chief innovation
officer of DBS Bank in Singapore since
April 2014, has introduced a broad
swathe of changes to the bank, building
its capacity to innovate and adapt to
the disruptive market developments of
the future. “CIOs function to centralise
innovation efforts in organisations,
which tends to happen concurrently in
different areas within the organisation.
It’s more about standardising innovation processes, so that they’re using the
same methodologies and language to
communicate that innovation across to
others.”
Singaporean bank
DBS launched its DBS
Paylah app to the
Apple Watch [20]. DBS
Paylah is a mobile payment app for iOS and Android phones.
DBS account holders can link their
accounts to the app in order to add
funds to it. The funds are stored in the
app’s mobile wallet and can be used
for online payments, online purchases
(with selected merchants), donations,
and micro-payments between friends.
The Apple Watch version of Paylah is
basically an extension of the iPhone
app, enabled through bluetooth sync
between the two devices.
In July 2015 Malayan
Banking Bhd‘s (Maybank) fintech startup
programme, MaybankFintech has garnered
participation of a total 115 technology
startups, including 109 from the region
since its launch at the end of May [21].
Maybank Group chief strategy officer
Michael Foong said MaybankFintech is
a great opportunity for Maybank, Malaysia’s largest lender by asset size, to
harness the startups ecosystem regionally and to acquire the best innovation
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ideas in financial technology. At the end
of May, Maybank partnered accelerator
1337 Ventures to launch the programme. Maybank aims to help grow
and support entrepreneurs by providing them with an avenue to connect
directly with the financial industry. “We
are now seeing increasing openness
among venture capital firms and banks
in this region to listen to these startups
and support them, given that these
companies themselves stand to benefit
should the startups succeed with their
projects,” Foong said. Maybank foresees
technology startups to exponentially grow in the Asean region as more
businesses seek to expand their digital
presence and increase revenue using
non-traditional channels.
As banks seek
to strengthen their
position in the digital
space globally, with
their sights trained on
harnessing future technologies, the
biggest changes — from a consumer’s perspective — are mobility and a
reduced reliance on physical branches,
said [22] Standard Chartered Bank’s
first group chief innovation officer Anju
Patwardhan. “I am focusing on the use
of emerging technologies and data science and how we can process this data
for actionable insight. After all, data are
the new natural resource to be mined
with more and more smartphones …
In many parts of the world, I have seen
people with more access to smartphones than drinking water or electricity,” Ms Patwardhan told.
Westpac has
launched its new online
banking platform “Westpac One” [23], redefining the way customers
are able to bank using mobile devices.

It is the first fully-responsive platform in
New Zealand and one of only a handful
in the world to offer easier, faster and
more intuitive functionality across all
devices — smartphones, tablets, and
desktop.
New York fin-tech start up Moven’s
money management tools are also
integrated into the platform giving
real time insight and awareness of
everyday spend, with categorisation of
spend and real time receipts coming
in the near future. Moven, along with
everyday activities like checking balances and transferring money between
accounts, will be made faster and easier
with no need to log in once set up.
Accenture and a
group of 10 leading
financial institutions
opened FinTech Innovation Lab Asia-Pacific
[24], kicking off a competitive search
for the top fintech innovators in the
region. The 12-week program helps
early- and growth-stage financial technology innovators accelerate product
development and gain exposure to
top-level financial industry executives.
Entrepreneurs developing potentially game-changing technologies for
financial services — particularly in the
areas of alternative currencies, Big
Data and analytics, mobile and wireless payments, risk management and
compliance, as well as social media
and collaboration technologies — are
invited to apply. While there are admittedly a growing number of accelerators for fin-tech hopefuls to choose
from in APAC these days, what Accenture’s programme does delivers is
mentoring from some of the industry’s
biggest heavyweights [25], including
Bank of America Merrill Lynch, China
Construction Bank (Asia), China Citic
Bank International, Commonwealth
Bank of Australia, Credit Suisse, HSBC,
JP Morgan, Maybank, Morgan Stanley
and UBS. The other global FinTech-focused accelerators include Plug and
Play, FinTech Innovation Lab (New
York), QC FinTech Lab, Startupbootcamp and Level39. Many banks like
Citi, Barclays and Wells Fargo also have
their accelerators to foster innovation.
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World Bank,
McKinsey and
Goldman Sachs
advising banks
to partner with
fintech, not to
compete

The modern customer can easily
maintain multiple accounts at banks
without much physical infrastructure
[26], investing savings with the likes of
Lending Club, using an online-based
institution like Germany’s Fidor Bank
for business and personal debit card
spending, making international transfers through TransferWise, and otherwise taking advantage of the way the
tech industry is slicing and dicing the
traditional banking business. In this new
world, universal banks have to remain
competitive in every area, and that’s a
superhuman task. There are probably
executives out there who can handle
it, but they’re so rare that the banking
behemoths set up before the technological revolution are struggling to
recruit them.
The world’s top banks and insurers are seeing their business models
challenged by “fintech” start-ups,
which are reshaping what consumers
and businesses expect from financial
services, industry insiders and experts
say. A report of the World Economic Forum (WEF), the Swiss-based
corporate think-tank which runs the
Davos summit of world leaders, says
[27] major disruptions lie ahead for
the once highly profitable financial
services industry.
The generation born after 1980
have largely abandoned bank branches
already. Younger people turn instead to
virtual fintech brands such as eToro for
social-media style investing, Moven in
mobile banking, Prosper for loans and
a growing number of crowd-funding
platforms to finance projects. “Bankers
always claim that they are close to their
customers because they have all these
retail branches,” Berlin fintech entrepreneur Valentin Stalf said in an interview.
“I think branches are holding banks
back from reaching their customers.”
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Bankers who once thought financial
regulation was a barrier to new entrants
are seeing non-bank fintech rivals go
after their most profitable markets,
while avoiding regulated pieces of
business, said Huw van Steenis, head
of European bank research at Morgan
Stanley, who contributed to the WEF
report. In investment management,
“robo-advisors” have begun to automate wealth advisory roles, calling into
question face-to-face meetings and
proprietary distribution channels.
While challenges to banking are
more imminent, insurers may face
bigger threats in the long-run as troves
of online data usher in new types of
personalized health, life and drivers
insurance, upending the model of mutualized financial risk that has been at
the heart of the industry, the WEF report
predicts.
Most of new fintech firms selectively
partner with technology providers who
possess their own banking licenses,
rather than waiting to procure banking
licenses in country after country. They
partner and outsource much of the underlying technology they use, slashing
costs, while boosting flexibility.
‘Bankers used to think regulation
would make financial services less appealing for new entrants, but now the
penny is dropping that non-bank rivals
can just attack more profitable areas
and skim the cream’, said Morgan Stanley’s Huw van Steenis [28]. Banks might
not be facing an existential threat — after all they still control most of the cash
that’s knocking around. But they will
need to make themselves more nimble
and open to change if they want to
maintain a firm grip on their market.
Both reports still see life ahead for
major financial service brands, but
not as universal, full-service banks or
insurers. Instead they predict an era of
growing specialization while relying
online partnerships to deliver non-core
services. Incumbents are learning new
tricks from challengers, adapting existing services to make them convenient
for customers and finding ways to
collaborate with new fintech players,
leading industry dividing lines to blur,
both studies agree.

payments, payment-related services
and commerce.

(32#axzz3nIMfF7Nt), portraying banks
as facing “a high-stakes struggle” to

The mobile payments market got its
first real push from developing markets,
because this customer group had very
fundamental financial requirements.
Using a mobile payments system
essentially provided them easy and fast
access to their personal accounts. Without such a system in place, they’d still
be conducting all financial transactions
in cash. The wide gamut of mobile payments includes applications, content,
and, most importantly, knowing what
a customer wants. The bottom line is
simple; all these elements are important
parts of the payments game. First and
foremost, and let’s get this out of the
way once and for all-mobile payments
aren’t going anywhere. They are and
will continue to be a priority for every
stakeholder in the mobile financial services space. Mobile money has moved
beyond hype and is establishing itself as
a lasting trend.

defend their business model against
digital disruption.

In September 2014, McKinsey
released a report [29] overviewing
the need to modernize payments. The
report acknowledged the “global trend
toward improving payments systems
and architectures on a national scale”:
High-profile initiatives are under way
in the United Kingdom and Australia,
while lesser-known but equally intense
efforts to modernize and compete have
been launched in countries including
Thailand, Turkey, Colombia and Bahrain
[30].
In the UK the focus is on improving the speed of payments; in the U.S.
and some other countries, the entire
payments system is being optimized —
a comprehensive approach in which
speed is just one variable. In Thailand
and other countries, payments systems are being upgraded as a means to
increase the banked populations, while
also reducing physical cash transactions.
The consulting firm further concluded that “financial institutions have four
clear, compelling reasons to invest in
improving payments infrastructure”:
payments are central to the banking
customer relationship. Payments touch
points foster customer engagement,
satisfaction and loyalty, and provide
banks with the opportunity to grow
or maintain their share of customers’
wallets. The digital convergence of
commerce and payments has attracted
new competitors who are developing
convenient, faster payments solutions.
These players will intensify the competition for payments and threaten banks’
position unless banks innovate and
invest in better systems.
The many success and failures of
mobile payments and related solutions
drives home a very simple fact: one
mobile-based financial solution will
not cater to all markets [31]. The mobile
finance space itself is so vast: you have
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McKinsey:
banks face
wipeout almost
two-thirds of
earnings
The digital revolution sweeping
through the banking sector is set
to wipe out almost two-thirds of
earnings on some financial products
as new technology companies drive
down prices and erode lenders’ profit
margins. This is one of the main predictions by the consultancy McKinsey
in its global banking annual review
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McKinsey said technological competition would reduce profits from
non-mortgage retail lending, such as
credit cards and car loans, by 60 per
cent and revenues by 40 per cent over
the next decade. It predicted a smaller,
but still significant, chunk of profits and
revenues would be lost from payments
processing, small and medium-sized
enterprise lending, wealth management and mortgages. These would
decline between 35 and 10 per cent,
McKinsey said.
“Most of the attackers do not want
to become a bank,” said Mr Härle,
co-author of the research. “They want
to squeeze themselves in between the
customer and the bank and skim the
cream off.” McKinsey said banks last
year made $1.75tn of revenues from
origination and sales activities, on
which they earned a 22 per cent return
on equity, while they made $2.1tn of
revenue from balance-sheet provision
at a return on equity of only 6 per cent.
The consultancy said the industry
had two choices. “Either banks fight
for the customer relationship, or they
learn to live without it and become a
lean provider of white-labelled balance
sheet capacity,” it said.
Over $4 trillion in addressable revenues and $470 billion in profit at traditional financial services companies
is at risk of being disrupted by new

technology-enabled entrants, says a
recent report by Goldman Sachs [33].
The investment bank took an in-depth
look at what it calls the “socialisation”
of finance and analysed the potential
growth of what it sees as the main
sectors benefiting from the changing
times: crowdfunding, wealth management, payments and lending.
It defines the “socialisation” of
finance as the impact of technology
and changing behaviour on financial
services markets. Goldman’s report
says: “The financial services industry is
becoming increasingly social and democratic as it continues to move online
and becomes more automated, at once
empowering consumers, disrupting
existing banking and credit systems,
and creating new markets.”
“Millennials are digital natives and
have an affinity for online or mobile
user interfaces, automated and frictionless processes, and transparency of
data and information, thereby gravitating toward platforms that bypass the
traditional lending processes, which are
generally in-person, involve a lot of paperwork, and can be opaque.” They call
this generation “HENRY”- high earning,
not rich yet.

Why hackathons
are bad for
innovation?
Hackathons are fun. They’re
quasi-social opportunities to work
on something important with smart,
passionate people. For companies and
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universities, they represent quick, relatively inexpensive ways to encourage
collaboration, produce new ideas, and
generate publicity. But they very rarely
spark real, lasting innovation [34].
Innovation is usually a lurching
journey of discovery and problem-solving. As a result, it’s an iterative, often
slow-moving process that requires patience and discipline. Hackathons, with
their feverish pace, scant parameters,
and winner-take-all culture, don’t just
sidestep this process, they discourage
it. And while that’s a reason for their
appeal, there’s very little evidence of
hackathons that lead directly to major
market successes.
Arguably the biggest disadvantage of
hackathons is also their draw. They’re
often willfully divorced from reality.
The formula is pretty standard: Throw
a bunch of diverse teams together in a
novel setting. Provide them with more
playful materials than they’d normally
encounter. Then put them to work on a
worthy challenge where, at least at first,
no ideas are rejected. This can have
some real upsides; exposing people
to different perspectives is a surefire
way to get them to look at problems in
a new light. New spaces and unusual
materials can stimulate creativity.
“Solving” a problem in a vacuum,
however, is a waste of time and money.
When hackathon participants don’t
have the right contextual knowledge
and technical expertise, they tend to
come up with ideas that are neither
feasible nor inventive. Worse yet, these
flaws tend to go unrecognized in the
limited time that the events take place.
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Hackathons usually frame challenges by paring them down artificially.
Exploration is confined to what can
be done in the room or online. It’s
difficult to do serious market research
or meaningfully use case studies and
financial modeling, let alone investigate
potential side effects of any given proposal. Long after the hackathon is over,
due diligence might reveal that several
competitors are already doing something similar, clients already rejected
the idea years ago, or the company
can’t manufacture a prototype that
meets the specs.
What’s more, hackathons typically
create a false sense of success. Every
hackathon proclaims its winners and
awards prizes. But what if none of the
ideas are really any good? It tends not
to matter. The top team still gets a
check and the very fact that the organization hosted a hackathon ticks the
innovation box.
Hackathons trigger blips of great
energy. But to sustain it in a way that
creates real impact, leaders still need to
inject the same excitement into every
stage of the development process.
That’s not an easy thing to do, but real
innovation depends on it.
If your company has decided to set
up an innovation outpost, how do you
actually do it? [35] How do you staff it?
What should the team in the outpost
be doing day-to-day? In what order?
Successful innovation outposts typically
develop over a period of time in three
stages. In the first stage, the outpost
focuses on networking and partnering
in the innovation cluster where it is
based (i.e. Silicon Valley, Boston). In the
second stage, it moves into investing,
inventing, incubating, and acquiring
technologies and companies. In the
third stage, it focuses on building
product(s). Each stage needs a clearly
defined set of objectives and the right
team to match those objectives. In
Stage 2, the corporation adds venture
capital and/or mergers-and-acquisition
teams. Examples of Stage 2 outposts
include BMW’s Silicon Valley development group, working on self-driving vehicle technologies, while their venture
group has been making investments in
companies like ChargePoint and Nauto.

Another example is Qualcomm, which
invests around robotics and incubates
in collaboration with Techstars.
In Stage 2, the corporation is starting
to invest serious time and money into
the outpost. Therefore, it’s important
to have a permanent executive running
the innovation outpost and reporting to
the company CEO. Appointing outpost
leadership as a temporary assignment
leads to weak relations between the innovation ecosystem and the innovation
outpost and increases the risk of failure.
Examples of Stage 3 outposts include
Verizon (which has been developing
its mobile video player, infrastructure,
monetization/advertising, and analytics
product(s) in Silicon Valley; Walmart
which has acquired, invested, and been
implementing its commerce platform in
its San Bruno center; and GE, which has
created a software development organization around big data, and its Predix
platform, which works with GE units that
focus on big data. Ikea usually keeps a
close lid on what it is working on next.
But with Space10, an innovation lab
opened in Copenhagen’s hipmeatpack-

Due to my work I meet a
lot of bankers from around
the globe and see their
attitude to fintech startups: some don’t bother
at all, some laugh, some
even play with them as if
they are some trendy toys
(running hackathons and
accelerators), some say
they would realise better
services using their current
employees and technologies… Two banks that
staggered me the most
(that have also succeeded
in fintech) are BBVA and
Goldman. There 12 lessons,
that everybody can learn
from their experience:
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ing district, Ikea is looking to change all
that [36]. The Swedish furniture giant is
throwing the doors wide open to progressive thinkers who want to help solve
the next couple decades’ biggest home
design problems, all on Ikea’s dime. “Instead of just creating a better future for
Ikea, our starting point was asking how
Ikea could help create a better future for
the world,” Caspersen says. “So what we
suggested was, let’s get rid of the whole
client-agency model, have Ikea pay the
basic fees and costs of running a space,
and then devote ourselves to looking 10 or 20 years down the pipeline,
and how Ikea can be relevant in that
world.” Toyota has big plans for artificial
intelligence—and not just in cars. The
automaker is earmarking $1 billion in
funds for a new subsidiary called the
Toyota Research Institute (TRI) [37]. The
R&D firm will focus on building artificial
intelligence products for automobiles
and the home.

“Innovator’s
Dilemma”:
are the banks
capable
of making
innovations by
themselves?

[38].

The theory of disruptive innovation
was invented by Clayton Christensen
(the most influential business thinker
in the world, according to Thinkers50),
of Harvard Business School, in his
book “The Innovator’s Dilemma”. Mr
Christensen used the term to describe
innovations that create new markets by
discovering new categories of customers. They do this partly by harnessing
new technologies but also by developing new business models and exploiting old technologies in new ways. He
contrasted “disruptive innovation” with
“sustaining innovation”, which simply
improves existing products. The only
possible solution for a big corporation
is to detach an entire team or even a

1. Investing early on for insights, not profits.
2. They are most interested in forming partnerships (not competition,
buying, white-labeling or doing by themselves)
3. Learn from startups instead of teaching them.
4. Big banks corporative culture may kill startups if those would be
placed in the corporative environment of corporations.
5. While banks are competing with other banks somebody will disrupt
them. We “try to disrupt ourselves”.
6. Learn from your own mistakes: banks are loosing trust and startups
may help them bring it back.
7. Make “disruptive innovations”, instead of “sustaining innovations” —
internal hackathons and fake accelerators create solid PR, but they
don’t give rise to new entrepreneurs and unicorns.
8. If you have money — you have to invest in new ideas and blood.
9. Mindset matters: you have to move from “Wall Street” to “Silicon
Valley”.
10. Banks must stay banks (and let startups do their job) — they are good
ay this.
11. Walk more in founder’s shoes. Entrepreneurs aren’t swayed by big
checks; often they want investors who’ve walked in their shoes,
who’ve taken an untested idea and built it into a successful business.
12. Open the world with your startups: they can bring you new markets.
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company that will be responsible for
working on “disruptive” innovations.
They get a separate office and unusual
titles, they are not obliged to keep any
dress-codes or working hours, they
don’t have to defend their budgets
or KPIs based on typical corporative
standards. These people should have
an entrepreneur’s spirit — even when
they are hired managers. This way the
company artificially creates their own
startup — they must feel like this company belongs to them and they work
for themselves.
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Bank-as-service:

common play of banks and fintech

Chris Skinner predicted this trend in 2009 [1]: “you’re probably all familiar with SaaS —
it’s basically paying for applications as you use them, rather than buying them. These
services used to cost you a fortune, but are now free or near enough. That’s where
banking is going. Banking becomes plug and play apps you stitch together to suit your
business or lifestyle. There’s no logical reason why Banking shouldn’t be delivered as
SaaS.” “What I’m really getting at here is that the old model of banking, where everything
is packaged together around a deposit account with a cheque book, is bust. That’s why
some banks are starting to white label and break apart their traditional services so that
corporates can just buy-in the bits they like and want.” “This is the future bank, and old
banks will need to reconsider their services to compete with this zero margin model.”

The traditional business models of
Banks are being threatened by the small
and agile fintech companies. “In next 5
years we will see a completely different kind of financial service providers,
providers who are customer focused
and more agile in their services and
processes” [1]. Bankers for long made
banking a complex process. Banks
define the services and how those
services will be served to the customer. Customer is at the receiving end.
The status quo is being challenged,
and their monopoly on how customer should conduct business is being
questioned. In next few years, we will
see banking-as-service model like
any other service. Traditional financial
house will act payment and accounting engines, service will be build on
top of those smaller traditional banks.
Anyone can build customer centric
service on top of the traditional banking
system. This will provide customer bank
agnostic services. Services will be pay
per use. Customer will be free to pick
and choose the service most suited to
its needs. In any industry we look for
building relationship when services are
not transparent and simple enough to
understand. Once a service is simplified, we aim to get things done. Building relationship is just an overhead. No
one visits a bank to build relationship,
customer builds relationship with the
bank so that he can do business with
ease. If he will get the same ease via
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different platform then why will he stick
to the traditional banking model.

start-ups to those on the Fortune 500.”
Another BaaS-company — Singa-

One of the best examples of BaaS is
The Bancorp [2] (75,000,000+ prepaid
cards in U.S. distribution, 100+ private-label non-bank partners, including
Simple, $232 billion combined annual
processing volume). “From the start,
we’ve spent most of our time and
efforts behind the scenes, putting the
companies who work with us — and
their goals — first. We’ve remained in
the background, offering them the
guidance, innovative thinking, and
operational support they need to
succeed.” “Today we’ve grown far from
our roots as a branchless commercial
bank to become a true financial services
leader, offering private-label banking
and technology solutions to non-bank
companies ranging from entrepreneurial

pore-based MatchMove. MatchMove
platform is available also in the
Philippines, Vietnam, India, Thailand,
Indonesia and Malaysia. Since December 2015 their consumers in Singapore
will be able to pick up a stored-value
card from convenience stores and
minimarts, and use it like they would
any debit or credit card [3]. The twist?
They do not need to set up a bank
account, or submit their payslips to
apply to use the 16-digit MasterCard.
For the virtual card, its partners are
MasterCard and American Express,
although its partner for the physical
cards is only MasterCard. The cards are
aimed at consumers who do not have
bank accounts or do not qualify for a
bank-issued credit card. The big draw
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of the stored-value cards, which will be
available at over 600 locations, is security. Card users get a complimentary
United States billing address, which
will come in handy when shopping at
websites that do not accept credit cards
or PayPal accounts without a United
States billing address. The idea to start
MatchMove Pay came about because
Mr Naik feels that there is a huge,
untapped market in Asia, which is still
largely dependent on cash. “There are
trillion-dollar economies that depend
almost entirely on cash”.
In October 2015 MatchMove announced [4] it has been granted by the
Monetary Authority of Singapore (MAS) a
license to carry out remittance services
in the country. “With this approval from
MAS, we can execute our strategy of
bringing safe, affordable and instant
remittance services to all mobile phone
users who are [residents] in Singapore,”
said Shailesh Naik, CEO and Founder,
MatchMove. The company generates
revenue through a license fee from
enterprise customers who use the
MatchMove Pay platform, and transaction fees. The latter can come from
top-ups, advertisements, subscriptions
and more. Going forward, the company
will be introducing “innovative but compliant and regulated services” for those
who reside in Singapore.
In August 2015 India’s 5th
largest private bank, YES BANK,
partnered with MatchMove Pay to
tap India’s burgeoning e-commerce
and payments market [5]. MatchMove
launched its mobile platform-as-aservice in India through YES BANK’s
regulatory infrastructure. In January
MatchMove Pay announced [6] a
“significant” investment round led
by Japanese credit card and financial services company Credit Saison
and joined by GMO Venture Partners.
“We believe that Southeast Asia will
evolve into a cashless society as the
growth of credit cards, prepaid cards,
and smartphone payments continue
to gain momentum,” Hiroshi Rinno,
Credit Saison’s president and CEO, said
in a statement. “MatchMove Pay has
addressed each of these three critical
factors […] and is therefore uniquely
positioned to quickly unlock the potential for ecommerce growth in Asia.”
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In July 2013, the analytical research
company Gartner published Hype
Cycle for Open Banking [7]. Gartner
describes open banking as the provision of services in the context of users
through API platforms, app stores and
apps. Gartner’s Hype Cycle of that
time had hackathons at the peak with
open-source banking systems, cloud
API management and other technologies on the rise. While banking apps
and even public web APIs were “sliding
into the trough”. According to Gartner,
by 2016 75% of the top 50 banks in the
world will open their API and 25% of
these banks will have their app stores
for customers.
This concept was put into practice
by Open Bank Project [8]. The UK
government promotes the use of open
data and open API in the banking and
supports the exchange of information
between financial institutions. Within
the framework of the state initiative,
the first private company will be able to
create a service that combines customer data from different banks by April of
2015. The initiative called Midata [9] has
been implemented in the UK for the
past few years and is aimed at opening
access of citizens to information about
themselves from different public and
private institutions, including banks.
One of key development of 2015
has been the open sourcing of bank
services. Chris Skinner wrote [10]: “I’ve
talked for a while now about ‘banking
as a service‘ (BaaS) — first blog entry
almost seven years ago — and this
forecast that anyone in the near future
would be able to build their own bank
through apps, APIs and analytics.
The core of this view was based on
banking processes becoming open
sourced through APIs, and in 2015 it’s
finally happening. It hasn’t happened
yet — this is an ongoing process — but
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it’s definitely happening and is taking
place in three forms: voluntarily, customer demand and regulatory action.”
Key protagonists of open sourcing the bank include Fidor and BBVA.
Strangely, many traditional banks are
averse to the idea of open sourcing the
bank, as they fear it could commoditize
them or disintermediate them. In fact,
the fact that they’re not going open
source is the most likely reason why
they will be commoditized or disintermediated. App services such as Airbnb,
Uber, Facebook, TripAdvisor, Apple
Pay and more are demanding simple
plug-and-play code for payments to be
offered by financial providers, because
the payment is no longer the important
part of the process. It goes further than
this though, as financial data can be
mined by others to create new apps
and processes. Therefore, new services
can be built from the financial data
leveraged in those APIs.
In December 2015 LetsTalkPayments.com counted 63 insanely useful
APIs across 12 segments “to supercharge your product” [11]. APIs are the
infrastructure that developers use to
build applications to access content
and other services. As FinTech startups
continue to disrupt traditional financial
services, banks are also waking up to
the fact that offering an open API—
where developers can latch on and
create very specific customized app
solutions—is the way to engage and
retain their customers in the future.
Banks and other financial institutions
are sharing codes through application
programming interfaces of software
gateways that allow applications to
work together. APIs are a bank’s tool
for survival and relevance in a smartphone-first world. So making it open
to outsiders is pretty much like inviting
the competition to come in and read
the insider’s note. However, industry
watchers say that offering an open
API is not a deterrent. Instead, it lets
fresh-off-the-boat tech companies and
ever competitive developers innovate
much faster on the built platform, as
opposed to keeping their app development limited to compliance-inhibited,
resource-strapped IT organizations.

Philippe Gelis, CEO at KANTOX,
told [12]: “The second wave of fintech,
to come in two to five years’ time, will
be “marketplace banking” (or “fintech
banks”). This will be a type of bank
based on five simple elements”: 1,
A core banking platform built from
scratch; 2, An API layer to connect to
third parties; 3, A compliance/KYC infrastructure and processes; 4, A banking
license, to be independent from other
banks and the ability to hold client
funds without restrictions; 5, A customer base/CRM, meaning that the fintech
bank will have the customers, and a
customer support team.

access fee to the “marketplace bank”
and a revenue sharing model with
the third parties providing additional
services.”

The products directly offered by the
fintech bank will be limited to “funds
holding”, comprised of: bank accounts
(multi-currency); credit and debit cards
(multi-currency); eWallet (multi-currency). All other services (investing, trading
& brokerage; wealth management;
loans, credit & mortgages; crowdfunding (equity and social); insurance; crypto-currencies; payments; remittances
& FX; this list is not exhaustive) will be
provided by third parties through the
API, including old-school banks, financial institutions and fintech companies.

The beauty of “marketplace banking”
is that it competes directly with banks
on core banking services without the
need to build all the products. Most
bankers are not already worried enough
by fintech to react to its coming second
wave. This creates a fantastic “window” for us fintech entrepreneurs, to
build it, and once it’s done, it will be too
late for them to react.

Here we have a completely different
approach regarding the relationship
with incumbents. Fintech banks, thanks
to their banking licence, will not rely
any more on any bank to be and stay
in business, and so will not be at the
mercy of incumbents. What is even
more powerful, through the marketplace, incumbents will become “clients”
of fintech banks, so the system will be
completely reversed.

Notes
+.
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Imagine that you are a client of this
“marketplace bank” and that you need
a loan. You do not really care if the loan
is provided to you by Lending Club or
Bank of America, what you look for is
a quick and frictionless process to get
your loan, and the lowest interest rate
possible. “It is a simple mix between an
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Keeping the FinTech
castle safe
Bill Taylor-Mountford
Vice President, Asia Pacific and Japan,
LogRhythm

If you think that’s bad news, then
consider this: in the past twelve months
alone, it is estimated that Asia Pacific
businesses lost about US$81.3 billion
to cyber attacks [1]. In 2014, organized
crime accounted for US$138 billion in
enterprise losses in the region, according to an IDC/NUS study. The threat
won’t lessen as time goes on — cybercrime is profitable. In fact, it’s now more
profitable than the illicit drug trade —
and it’s a powerful magnet, attracting
unscrupulous individuals, organized
crime rings, and even nation states
interested in doing ‘bad’ for profit.
Topping the list of targets for most
profitable cybercrime attacks are financial institutions. Kaspersky reported
that in 2015, Singapore was the top
country globally for financial malware attacks [2], with mobile financial
threats joining the fray.

When it comes to a cyber-attack, it is no longer a
question of if your company will be hacked but when.
Companies from 2 to 10,000 will get hacked. There’s
no question.

In the past year, banks in Singapore
have ramped up the implementation of
a whole suite of new technologies to
complement their traditional functions.
Most, if not all of the large banks now
have some form of digital or mobile
banking system in place, and digital
payment options are also becoming
more popular. Major players, such as
DBS [3], and HSBC [4] have furthered
their foray and launched dedicated innovation centres to explore technology
initiatives.
However, banks are no longer the
only players in the field: last year saw
the astronomic rise to prominence of
FinTech in Asia, with investments almost
quadrupling in the first nine months
alone [5]. Encroaching into a space traditionally dominated by banks, majority
of the investment fell onto payments
providers and lending services. The
boom seems especially pronounced in
the major financial hubs in the region

where mature tech ecosystems provide
potential players with the easy access to
the expertise and funds they require.
FinTech’s growth across the years,
together with the continued momentum of the third platform — mobile, social, big data, and cloud — means that
there are now more permeable surfaces that cyber criminals can exploit and
from which they can gain access and
entry. What banks do have, particularly
in Asia, is a certain reliability afforded by
traditional financial institutions, FinTech
companies must be be able to measure
up to banks — or even surpass them —
particularly when it comes to security.
Security measures of yesterday are
struggling to cope with the speed of
mobile adoption and how devices are
now interconnected. Meanwhile, hackers are already onto the next stage of
the game: it’s a game of cat and mouse,
and we, unfortunately, are the mice.
This is the current threat landscape.
It’s scary — but by no means is impossible to address. In fact, Asia Pacific is
leading the world in digital security,
according to PwC. Companies in the
region are more likely to have an IT
security strategy that is aligned to the
needs of the business and to have a senior executive who communicates the
importance of security. The Asia Pacific
region remains a leader in implementing strategic processes and safeguards
for information security, setting the
pace in numerous practices. As with
any potential threat — being prepared
to deal with attacks is just as important,
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if not more so, than preventing attacks
in the first place.

Governments are also getting in the
game, with a number of countries in
Asia ramping up measures to counter
cybersecurity threats. In Singapore, for
example, the Monetary Authority of Singapore (MAS) launced a Smart Financial
Centre initiative, which links up financial
institutes with service providers and aids
discussion on cyber security matters.
Singapore is by no means the only nation worried about cybersecurity: Japan,
Indonesia, and other countries in the
region have also put forward initatives to
bolster efforts to address the clear threat
cybersecurity poses.
Let’s put it this way: if a company with
firewalls, and anti-spam, and anti-viruses all in place is a castle, they are well
prepared for an attack that castles would
naturally expect: armies with arrows, a
catapult, hordes that can be repelled by
ensuring they do not enter the castle.
What happens when the enemy
evolves? In order for the company to
keep its castle safe, it needs to change
its mindset and understand that they
are no longer dealing with the same
enemy as before.

Changing
mindsets on
Cybersecurity
to match the
evolving threat
landscape

Today, the focus is on preventive
technology. In the castle analogy, this
would be the equivalent of the strong
walls, narrow windows, and a moat —
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anything in place to ensure that intruders can’t get in. While it’s absolutely
necessary to make sure you have adequate defenses on the outside, none of
these preventative measures are able to
do anything about aggressors that have
already gotten into the castle.
The mean time to detect a threat
and mean time to respond is currently
in months — hundreds of days — long
after the damage has taken place and
is too large or severe to salvage. For
financial insitutes, in such a time frame,
the impact would be catastrophic .
Once the detection and response times
are closer together — in the weeks,
days, or even hours, ideally — companies can meet that challenge of seeing
your environment in real-time, and
knowing when you have an intruder
you need to deal with.
How can this be done? By not holding ‘compliance’ up as a shield. 2014
was a year of major breaches — and
many of the major breaches that took
place last year happened at companies
that considered themselves compliant
to security standards, including one of
the largest hacks on a financial institute,
JPMorgan. Being compliant to regulation is not the same thing as being
protected: enterprises can no longer be
satisfied with a ‘check the box’ mentality. Regulation is a good start, but by no
means does it comprehensively cover a
company’s security measures.
Once companies change the ‘check
the box’ mentality towards cybersecurity, they realize that the threats that their
businesses are facing aren’t necessarily
ones that fit into a checklist or a framework. That’s why preventative measures
are not enough.
Let’s go back to the castle analogy:
you have a well-fortified castle but
you’re not dealing with an enemy
that’s knocking on your gate anymore.
You’re looking at enemies that are
wearing your uniforms, or drones that
are attacking from above — a more
sophisticated intruder that you can’t
prevent from getting in. What can you
do? You need to identify them, and
respond to them in a timely manner,
before they can deal your castle significant damage.
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The way forward:
early detection
and response
Organizations need to baseline their
environment and determine who has
access to which areas and what information. Can you see your environment?
Are you aware of where your servers
are, and what’s on your servers? Where
is your sensitive information? Who is allowed to access what information? We
help organizations create that baseline
so they can see, with the help of analytics, if something is going wrong in
real-time. For example, if an account’s
credentials are compromised, any new
activity from that account is and should
be a red flag.
Today, with the multitude of digital
services employed by financial institutes, there is an even greater need to
invest in security intelligence and have
a set of security analytical tools. As
services become more interconnected
and as more data is generated, there is
an increasing need to shift to a combination of machine and user analytics.
Let the machines analyze the thousands
or millions of logs generated and have
it identify the unusual occurrences.
This way, we can reduce the time to
detect and the time to respond. These
are the critical factors when it comes
to cyber security: when you realize that
they are going to get in, then you need
to kick them out before they can do any
real damage.

Notes
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Venture Debt:
your next source of finance?

Venture debt is a form of debt financing for venture equity-backed companies that lack
the assets or cash flow for traditional debt financing, or that want greater flexibility [1]. A
complement to equity financing, venture debt is generally structured as a three-year term
loan (or series of loans), with warrants for company stock. Typically, venture debt is senior
debt that is secured by a company’s assets or by specific equipment. Overall, venture debt
is a form of “risk capital” that is less costly than equity when structured appropriately.

The value of venture debt is often
described in a number of ways—the
phrases “bonus round” and “insurance
policy” are common—but fundamentally, it exists because it makes venture
more efficient. Capital is invested in
startups to achieve milestones critical
for the development of the firms and
integral to increasing value, as reflected
either in the value accorded in future
rounds of financing, or in the value
captured at the sale or initial public
offering (IPO). The incremental capital
afforded by a venture loan allows startups to achieve more progress ahead of
the next valuation event, or to increase
the certainty of reaching such milestones, while minimizing the dilution
that would occur by securing additional
capital at an earlier round.

ment terms and taking into account the
average increase from round to round,
dilution is reduced by 45% as compared
to raising more equity at the outset.

The value provided by venture debt
can be further understood as the incremental ownership retained by raising
debt, reduced for early-stage companies
by the additional equity raised at later
rounds to repay the debt. Specifically,
consider $1 of venture debt with 8%
warrant coverage, and interest and
principal repayment terms such that 20
cents will be paid prior to the next round.
The company has gained the use of 80
cents of capital for roughly 6 cents of
dilution, reducing dilution by over 90%.
To the extent that the company will raise
additional capital in the future to repay
the debt, based on common repay-

Venture loans can generally be
arranged much more quickly than
equity financings, saving valuable management time or meeting unforeseen
needs (e.g., an acquisition). A venture-debt financing does not establish
a valuation for the company, which
can be helpful ahead of a new round of
equity financing, before a potential sale,
or in avoiding an inside round, where
management and existing investors
would otherwise need to negotiate a
price. Finally, venture lending firms do
not generally require board seats or
observation rights, removing questions
of board dynamics.
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Venture debt is less suited to the following three situations. First, it does not
suit a company that is already at a low
cash balance or when used as a financing of last resort. The weaker the cash
position of the company, the worse
the terms will be. Raising the financing
early and structuring it appropriately (to
avoid paying back the loan before it is
useful) can put the company in a much
stronger position. Second, venture debt
is not suitable when the debt payments
will amount to more than 20 percent
of the company’s operating expenses. At this point, the financing may
discourage future equity investors and
can become a burden to the company.
Finally, venture debt is less useful when
a company has highly stable revenue
streams and receivables, in which case
a line of credit tied to accounts receiv-

ables is likely to be more appropriate
and cheaper.

Silicon Valley
Bank —
the biggest player
SVB Financial Group, owns warrants
in 1,625 companies. Warrants give
SVB the right to buy shares in those
companies. “It’s a whole ecosystem
we are building,” says Gregory Becker,
president and chief executive of Silicon
Valley Bank and SVB [2].
The boom in technology startups
has made SVB one of America’s fastest-growing banking companies, with
a profit of $263.9 million in 2014, up
from $48 million in 2009. Total assets,
including loans, swelled 40% in the last

and venture capitalists who have done
business with SVB.
“Guess what?
Ninety percent of
companies are offplan at some point in
their history,” replies
Mr. Becker of SVB. “Maybe they violate
a loan covenant, and then that’s when
we have the dialogue with the venture
capitalists.” Sometimes, help arrives
in the form of what Silicon Valley
entrepreneurs and venture capitalists
call a “runway.” That can mean making
a loan to a young company between
fundraising rounds, extra time to
recover from a rough patch or money
that keeps the company alive while it
is seeking a buyer. “SVB is the kindest bank in the business,” says Martin
Pichinson, who has worked with the

provided funding to the startup. For
instance, if the venture-capital firms
express willingness to do another
funding round, the bank sometimes
relaxes loan terms, according to some
borrowers. SVB will often “get you to
that next milestone, and it’s cheaper
than raising equity.”
Overall, SVB had revenue of $1.43
billion in 2014, nearly triple its 2009
total of $482 million. Gains on investments made largely through venture-capital funds totaled $49.2 million.
SVB made $71 million on warrants.
Among venture-capital-backed
private companies valued at $1 billion
or more, Airbnb Inc. and DocuSign Inc.
have been SVB customers. So have
Cornerstone OnDemand Inc.,Fitbit Inc.,
TrueCar Inc. and Zendesk Inc., which
grew from startups to publicly traded
companies.
Through a unit, SVB also manages
investments in venture-capital funds
that were valued at $1.2 billion at the
end of last year. Those investments
include some of SVB’s own money.

18 months to about $42 billion at the
end of the third quarter. “SVB is a longterm player,” says Byron Deeter, a partner at venture-capital firm Bessemer
Venture Partners, which steers startups
to the bank.
Since opening its first office in San
Jose, Calif., in 1983, the bank has done
business with tens of thousands of
startups, including Cisco Systems Inc.,
Twitter Inc. and Uber Technologies
Inc. in their infancies. Along the way,
SVB has learned how to lean on venture-capital firms for leads on potential
loans and feedback on existing ones.
The SVB spokeswoman says: “It is a
data point among many in our decision-making process.” Because of those
connections, the bank often is more
willing than others to give companies
a break on their loans if they run into
trouble, according to entrepreneurs
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bank through Sherwood Partners Inc.,
the Mountain View, Calif., restructuring
firm where he is co-president. “They
will work with clients because of their
relationship with VCs.”
Mr. Ali, TinyCo’s
co-founder, says the
mobile game maker
breached covenants
on its $10 million loan
from SVB, including once at the end of
2013’s third quarter. TinyCo couldn’t fix
the problem for six months. “No other
bank would have waited more than 45
days,” he says. The SVB spokeswoman
says: “We worked with the company because we understood the risks and concluded that it made sense to work with
them, as evidenced by the outcome.”
When borrowers are in financial
trouble, SVB often makes a “comfort call” to venture-capital firms that
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Singapore
government
pushes venture
debt financing
for startups and
M&As

Finance minister Tharman Shanmugaratnam mentioned [3] in his
Budget speech on February 23 that the
government has added new measures
to invest in innovation and modernize
its economy.
“SPRING Singapore” will pilot a venture debt financing initiative in which
it will share 50 percent of the risk with
partner banks to provide loans to startups. Unlike traditional loans, venture
debt works with minimal collateral and
takes equity in the company instead of
charging interest. This eases a startup’s
access to capital.
The government also wants to make
mergers and acquisitions easier in Singapore. It’s increasing its tax allowance

for the acquiring firm from 5 percent to
25 percent of the acquisition value. The
benefits can be claimed with a 20 percent ownership in the target company,
down from 50 percent in the previous
version of the scheme.
DBS Bank launched its new venture
debt financing for growth-stage technology startups in Singapore [4] — but
not everyone will qualify. Startups in
the city-nation ‘primarily rely on venture capital to fund their operations’.

panies is currently also limited, he added. Mr Tan points to the top 10 per cent
of Singaporean SMEs today, that have
been found to take just 21/2 years to
reach S$10 million in sales turnover. He
added that OCBC’s venture debt offering
will be sector agnostic, and not limited
to the more well-known fast-growth
sectors such as IT. More startups are also
setting up headquarters in Singapore, he
observed. “While innovation is sexy, it’s
more important to ask if it makes sense

“DBS is making available an alternative
source of capital for these firms to tap
on, with little or no dilution to their
equity. Tech startups can use DBS
venture debt [5] for working capital, fixed assets acquisition and even
project financing,” the release said.
But DBS has some strict conditions
on which startups will have access its
venture debt financing. To qualify, tech
startups must be strongly backed by
DBS’ partner venture capitalists such
as Vertex Venture, Monk’s Hill Ventures and Golden Gate Ventures. They
should have raised at least S$1 million
(US$800,000) of Series A funding, be
incorporated for at least two years, be
in operation for at least one year and
have demonstrated that their business
model is commercially viable.

to the customer at the end of the day.”

Later, OCBC launched venture debt
product [6]. Tan Chor Sen, OCBC’s
head of international, global commercial banking, tells [7]: “Because they are
growing so fast, the cash generation is
not enough for them. Most of the time,
they are cash-deficient,” says Mr Tan.
Capital to fund these fast-growth com-
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Singapore state fund Temasek joined
hands with lender UOB to offer up to
$500 million in venture debt loans over
the next five years to internet start-ups
in China, India and South-east Asia . The
deal will also see UOB acquire 50 per
cent stake in InnoVen Capital [8] (InnoVen), a Temasek subsidiary. InnoVen
will function as a UOB-Temasek joint
venture in the wake of the lender acquiring a stake in it. UOB and Temasek
will each commit up to $100 million of
paid up capital to the joint venture. Ong
Beng Teck, managing director, Enterprise Development Group, Temasek

said, “Temasek is committed to building
InnoVen and promoting growth of
innovative companies by working with
entrepreneurs and venture capitalists
across Asia. This new pan-Asian venture
debt financing initiative will seek the
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next generation of leading companies,
providing the support they need to
scale and succeed.” “Venture debt is
important as it enables more of Asia’s
best start-ups to develop into worldclass companies. We can see this in
China and India which have vibrant
start-up ecosystems, while Singapore
is establishing itself as the start-up hub
of Southeast Asia,” explained Eric Tham,
managing director and head of commercial banking for the UOB Group.
Earlier Singapore’s sovereign wealth
fund Temasek has acquired SVB India
Finance [9], the largest provider of
debt financing to VC-backed firms in
India. The deal is worth INR 3 billion
(US$ 48.1 million). SVB India Finance
was established by Nasdaq-listed SVB
Financial Group as a wholly owned
subsidiary headquartered in Mumbai.
The seven-year-old firm claims of being
the largest fund in its segment having
provided over 75 loans to more than 50
companies including Snapdeal, Myntra,
and Capillary Technologies. It will now
leverage Temasek’s expertise, resources, and network to further strengthen
its foothold in India and South Asia.

Post the acquisition, SVB India
Finance has been renamed as InnoVen
Capital India. It will be independently
managed by Hattangdi while Temasek’s
director of enterprise development
group Aftab Mathur has joined the
board of the company. “Temasek is
committed to this platform as part
of a broader pan-Asian venture debt
financing initiative. We believe that the
platform will be attractive to the startup
community in India — entrepreneurs,
venture capitalists and angel investors
— not just in the context of promoting

the growth of innovative companies in
India but also for their expansion as they
seek to venture beyond India,” Ong Beng
Teck, managing director — enterprise development group of Temasek, which owns
a US$177 billion portfolio. As at March 31,
2014, India was around four percent of
Temasek’s net portfolio value based on
underlying assets. The Indian venture debt
market is still at a nascent stage and is expected to cross US$1 billion on a cumulative basis in the next five to seven years.
According to business consultancy EY
(Ernst & Young), the estimated potential
market size for venture debt in Singapore,
China and India stands at $2.2 billion. The
venture debt market is already seeing
significant growth in India.
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FIVE QUESTIONS EVERY FOUNDER SHOULD
ASK BEFORE RAISING VENTURE DEBT [10]

1) When should I raise venture debt?
There is no “one size fits all” approach to venture debt, but there are four
common use cases:
a) Extending the cash runway of a business to hit the company’s next
milestone (e.g. you’ve raised $10 million of equity but think you
may need $15 million to get to the next major milestone)
b) Preventing the need for a bridge round or a down round to get
through a tough period
c) Funding large capital expenses, acquisitions, or providing a bridge
to profitability
d) Acting as insurance in case it takes longer than expected to execute
on the company’s plan
Most companies raise venture debt immediately following an equity
financing, when it is most accessible, all of your diligence materials
are fresh, and your business has momentum.

2) When should I avoid venture debt?
It’s a bad idea to use venture debt if any of the following apply:
a) You don’t think you can repay the debt by refinancing or raising
more equity
b) The terms or covenants of the loan are too onerous
c) Your venture investors are not supportive

3) What happens if I can’t repay the loan?
When the time comes to repay the venture loan, you have three options:
a) Repay: Use cash on your balance sheet or equity from investors to
pay it back.
b) Refinance: Find another lender who will refinance the loan.
c) Restructure: Negotiate a repayment plan with the lender.
If things are going well, repayment or refinancing is easy. But if your
company is in trouble, you will need to work with your lender to
restructure the debtand avoid default. Once you are in default, the
lender has the ability to foreclose on your company.

4) What is the venture lender’s typical diligence process?
Venture loan diligence resembles the venture capital diligence process,
although less intense. Be prepared to provide much of the same information you provided in your venture capital raise.

5) What’s the best way to run a venture debt
fundraising process?
Much like the venture capital world, you need to talk to a number of
different banks and venture debt funds. We recommend engaging a
venture lawyer who will have a feel for what is “market” and will be able
to advise you on getting the best possible terms. And just as you would
with an equity round, make sure you have a few horses in the race so
you can negotiate the best terms. Venture debt won’t be the right fit for
all companies, but if structured properly, it can be a less dilutive way for
you to finance your journey to the next milestone.
For more detail, check out the full “Ten Questions Every Founder Should
Ask before Raising Venture Debt” [11].

Cashless society
and fintech hubs
The world dreams of a cashless society. And as it acquires a multitude of
non-cash payment options, this dream only comes closer. The progress
of economies varies, though. In Hong Kong, one can purchase tickets
or eat in fast food outlets using the Octopus value card. In Sweden, the
homeless no longer ask passers-by for loose change; they have card
readers instead. While the cashless journeys of some may be advanced,
those of most, especially developing nations like the Philippines, have
only just begun.

If you had asked anyone in the
region about fintech just a couple of
years ago, you would have been met
with blank stares – and not the eyesglazing-over kind that some people
get when someone mentions finance.
Today, it’s the fancy, shiny sports car
that just pulled up in the town square;
it’s all everyone seems to be talking
about, and they’re all wondering if they
can hitch a ride [1].
US is still homeland of fintech. New
York is rapidly growing as one of the
world’s hubs of innovation. Some of the
hottest fintech startups are represented in New York and new entrants can

find endless opportunities in the global
trading center. The New York fintech
industry [2] has companies working in
a variety of sectors. Lending, marketplace, investment management and
trading are denser than others, which
create more opportunities for startups
aiming to enter into sectors such as
accounting, insurance and payments.
There are about 22 hottest fintech
startups from Silicon Valley [3] (and
many smaller, for sure). 7 best fintech
companies in Silicon Valley highlighted
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by 2015 Silicon Valley 100 list [4] are
Square, Lending Club, Stripe, Robinhood, 21 Inc., CoinBase and CardSpring. In Global Startup Ecosystem
Ranking [5] Silicon Valley slips, while
Southeast Asia gains traction. Singapore, for example, is the 10th best startup ecosystem in the world [6], and may
be an alternative [7] to Silicon Valley.
There are some new fintech’s darkhorse [8] cities like Singapore, Berlin,
Madrid, Sydney and Amsterdam. Also,
for example, APAC is the best region
for living in the Monocle Quality of Life
Survey 2015 [9]: Tokyo [1], Melbourne
[4], Sydney [5], Fukuoka [12], Singapore
[13], Kyoto [14], Auckland [17], Hong

Kong [19]. (In the Mercer’s Quality of
Living Rankings [10] you can see other
view: 26 - Singapore, 70 - Hong Kong,
72 - Seoul (South Korea), 98 - Chenoa
(South Korea), 99 - Taichung (Taiwan),
142 - Chongqing (China), 142 - Xian
(China). Moscow is rated 167th, Kiev
-176th and Minsk - 189th.)
500 Startups, a leading global
venture capital seed fund and startup
accelerator from Silicon Valley managing $200M in assets and having
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invested in 1300+ technology startups,
is launching a FinTech-exclusive batch
[11] comprised of eight companies
starting from January 19, 2016. In May
2014, this California-based accelerator
announced the launch of a bitcoin and
fintech investor syndicate on AngelList.
Founding partner of 500 Startups, Dave
McClure, has a fintech background.
Sheel Mohnot, General Partner at 500
Startups, leads fintech investments at
500 Startups
Indeed, investment
in fintech companies is
growing faster in the U.K.
than it is anywhere else in
the world. Last year, London’s fintech startups attracted £343
million, triple the amount invested in
the previous year, according to London

& Partners, a firm set up by London
Mayor Boris Johnson to promote the
city. U.K. fintech companies raised
£306 million in the first half of 2015
alone. London is known to be one of
the world’s hubs of innovation [12] with
a wide range of well-known disruptive
startups coming from the UK’s disruption center. Along with Silicon Valley
and New York, London is a place of
tremendous opportunities for bright
entrepreneurs. In last five years, out of
$9.8 billion of investments in fintech

across the European region, 55% are
invested in UK fintech [13].
London is one of the most advanced
cities when it comes to innovation
adoption. Elimination of tickets and
contactless payments adoption rates
are speaking in favor of it. Transport
for London (TfL) passengers can travel
using contactless payment cards across
the Underground and most of the
other London transport. Nearly 50%
of London’s population already has
contactless debit or credit cards which
can conduct transactions under £20
without the need for a PIN number or a
signature. Contactless payments have
been in use in London buses since December 2012. There are currently about
70,000 contactless payments being
made on buses in a day.
London is also the city where an
800-year-old tradition was broken two
years ago. December 2013 saw the
breaking of an 800-year-old tradition
of cash-only payments at Covent
Garden’s arts and craft market in central
London. Stallholders at the venue were
fitted with PayPal’s mPOS card readers
which enabled them to accept credit and debit card payments over the
Christmas shopping period. Over 8 million shoppers turned up for the event.
The year 2015 was a successful one
for London fintech as some of the most
promising fintech startups raised significant funds. Funding Circle secured
the highest deal among other fintech
companies by scoring $150 million in
funding. WorldRemit and TransferWise
followed with $100 million and $58
million respectively.

against individual cities, consider that
the Netherlands has 17 million people
crammed into an area half the size
of South Carolina. Startup Juncture
reported 75 major deals in 2014, for a
total of roughly $560 million in investment. Ten companies raised over $9
million.
Denmark’s government
is planning to help usher in
the long-awaited cashless
society by giving restaurants, gas stations and
some shops the option to refuse notes
and coins [15].
France launched French
Tech Ticket [16], a startup
visa for foreign entrepreneurs. Also France creates
National FinTech Program
[17] to rival London and New York. Not
wanting to be left behind in the global
fintech engineering race, corporate
leaders from around France have
banded together to create the France
FinTech association. In the same time
the government trying to attract new
startups arrested [18] CEO of one of the
biggest – Uber. Right reaction could
be: Boris Johnson, major of London,
defends telling black cabbie to “fuck off
and die” [19] saying the irate driver had
heckled him first in row over Uber app.
Switzerland is one
of the European’s major
financial hubs [20], which
creates tremendous opportunities for the development of fintech innovation. Fintech
Fusion are calling for applications for
their 2015 class, which will be their

European fintech ecosystem consist not only from UK startups
(http://letstalkpayments.com/awe-inspiring-london-fintech-industry-is-firing-on-all-cylinders/).

Behind London and
Berlin, the Dutch startup
scene is already considered to be one of the most
prominent in Europe [14]. If
it feels unfair to weigh an entire country
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first. Sébastien Flury, the incubator’s
program director, believes that banks
have to ‘”reinvent themselves” and they
have started to recognize this fact. Also
SwissFinanceStartups.com - a new
Swiss government fund to support
fintech-startups has been launched.
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Competitor of Paris
- Stockholm - is staking
a claim as a major European fintech hub after
recording $266 million in
startup investments over the past year
[21], leaving it trailing only London as a
magnet for VC inflows. While the Swedish capital lacks an extensive financial
ecosystem of accelerators, incubators,
and niche investors compared to other
European financial centres, it nonetheless accounted for 18.3% of all fintech
investments in Europe over the past
five years, according to figures from the
Stockholm School of Economics. With
Sweden staking a claim as a fintech
hotspot, Stockholm-headquartered
Nordea has moved [22] to grab a slice
of the action by setting up an accelerator programme with Finnish innovation
agency Nestholma to nurture small
businesses developing digital banking
services across the Nordics.

Banks are ripping out ATMs. Even
panhandlers accept credit cards. The
end of cash in Sweden [23] brings
many benefits—and a few concerns.
Several major banks in Sweden no
longer carry cash, and if you want to
buy a candy bar at the corner store, you
pull out your phone. Even homeless
people selling newspapers on the street
take credit cards. By the end of last
year, four out of every five transactions
in the country were cashless. And new
research has found that the amount
of money in circulation has dropped
around 40% to 50% over the last six
years.
Sweden has a history of being quick
to adopt financial innovations. The
country installed its first ATM machine

in 1967, two years before the U.S. Now
they’re ripping the machines out (between 2010 and 2012, banks removed
around 900 ATMs). The move to digitize
everything has been happening for
awhile—Sweden was also early to adopt
direct deposits and paying with plastic.
By this century, unions started pushing
to get rid of cash as a way to protect
workers like bus drivers from robberies—if you get on a bus now, you can’t
pay with paper money.
“There is also a demographic
development behind this,” says Niklas
Arvidsson, a professor at Sweden’s Royal Institute of Technology who studies
the transition away from cash. “Younger people do not start using cash but
instead move directly into new services,
while older people—who are the most
frequent users of cash—reduce their
spending as they get older and older.”
Of course, even in hyper-connected Sweden, not everyone has a
smartphone or a debit card. “The main
challenges is to create a payment
service system that allows everyone
in a society to make a payment and to
receive money in a convenient way,”
Arvidsson says. “There are people
without bank accounts, mobile phone
subscriptions and access to Internet,
and there must be solutions also for
them. Cash is a good solution for this
group and there must be solutions also
in a cashless society.”
The country won’t become 100%
cash-free immediately—the country’s
central bank would have to change the
law and say that cash is no longer legal
tender. “This is not likely to happen
before 2030,” says Arvidsson. “There are
no indication that politicians are considering that move. The introduction of
new Swedish bills and coins, which is
happening now, actually points to the
conclusion that the central bank and
politicians plans for the possibility that
cash will be around until at least 2040.
Then there will be a need for a decision
that either says that we should introduce new bills and coins or to make the
step into a 100% cashless society.” Still,
the country may get close to eliminating cash much sooner and could be
practically cashless in 8 to 10 years.
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In Asia alone, at least 5 cities - Singapore, Hong Kong, Sydney, Shanghai,
Tokyo and more - can claim for various
reasons to be the region’s fintech hub
[24]. To be the landing and resting place
for the world’s best fintech ideas to
access Asia and the rest of the world.
Some of these cities have terrific infrastructure - government and industry
support in Singapore, huge and close
market access in Shanghai, active and
involved banking industry in Sydney
- others have an active startup scene
- vibrant entrepreneurial activity in
Jakarta; financial know-how and capital
to invest in Hong Kong; creative ideas,
technologies and brands in Tokyo and
Seoul.
It’s an exciting time
for Southeast Asia-based
startups and there is no
doubt that Singapore
sits at the epicentre of
a diverse range of markets rich with
opportunity. New success stories are
emerging throughout the region, such
as GrabTaxi, which is experiencing
explosive growth and attracting substantial investment. Singapore is one
of the gateways of the Asian financial
market with a rich fintech ecosystem
[25]. Global financial services companies have their Asian satellites operating
from Singapore. AmEx, Citibank, JP
Morgan Chase, HSBC and numerous
other international financial organizations operate in Singapore.
Compared by the index for financial center rating, in which a multitude
of factors are integrated, Singapore
and Hong Kong represent the most
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attractive spots in the region to enter
the financial industry. Important areas
of competitiveness are, among others,
business environment, human capital,
taxation and infrastructure. As demonstrated by the chart, Singapore and
Hong Kong are the leading financial
centers in Asia-Pacific region.
Speaking of the financial industry,
there are around 200 banks with total
assets of $2 trillion with operational
headquarters in Singapore. IT procurement budgets of those banks reached
$485 billion last year, according to the
Asian business magazine Nikkei Asian
Review. With global trends towards tight
collaboration among traditional financial institutions and fintech ecosystem,
Singaporean financial services providers also made a step forward nurturing
incubation and fintech ecosystem [26]
development. Global banking giants
are building an innovation conveyor to
ensure a leading position as a global
financial market. Some of the examples are UBS, DBS Bank and Citigroup,
which launched their innovation labs
in Singapore. In 2012, MasterCard
launched an R&D innovation center
in Singapore to enhance research and
development through MasterCard Labs,
Technologies Operations and a Chip
Centre of Excellence (CCoE), covering
the full range of upstream research,
hardware and software solution
development. The CCoE in Singapore
was crucial for MasterCard to leverage
the benefit of skilled engineers, access
to latest innovation and the ability to
service the rapid growth in Asia-Pacific,
the Middle East and Africa.

A variety of fintech startups across
sectors are building the Singaporean fintech ecosystem. Among them
are [27]: Numoni (online-bank for
unbanked), M-DAQ (cross-border
securities), Quoine Exchange (bitcoin
exchange), ApexPeak (a nonbank
capital provider offering early payments
on receivables), BillPay (a free unified
billing and payment service), Call Levels
(real-time alert notification on current
market prices in forex, commodities,
equities and indices), Capital Match
(provides short-term financing to
SMEs), CoAssets (a business network
for property investment and equity
crowdfunding enthusiasts), CoinHako (a cryptocurrency wallet), CoinPip
(uses blockchain technology to send
money internationally quickly and easily
to freelancers), Dragon Wealth (the
world’s first app to enable investors to
compare their portfolios across managers, portfolios, countries, and with
other investors, giving investors greater
control over their investments), SoftPay
(mPOS), Mobikon (POS-management),
MatchMove (bank-as-service), Fastacash (social based remittances) and
many others.
Singapore remains one of the hubs
for fintech activity – business-friendly
regulations mean founders eye the citystate as a base from which to expand to
the rest of Asia [28]. The Prime Minister
of Singapore has urged the country’s
banks and regulators to keep up to
scratch with technological developments such as blockchain technology
[29]. Speaking at the United Overseas
Bank 80th anniversary dinner held in
Singapore yesterday, Prime Minister Lee
noted the challenges currently facing
the financial industry and highlighted
the importance of keeping abreast with
technological developments in order
to remain competitive. MAS created
FinTech & Innovation Group in August 2015 [30]. The new group in the
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Monetary Authority of Singapore will be
responsible for regulatory policies and
development strategies to facilitate the
use of tech to better manage risks, enhance efficiency and strengthen competitiveness. The Monetary Authority of
Singapore (MAS) has poached Citi exec
Sopnendu Mohanty to head up a new
fintech and innovation group [31].

the heart of ASEAN. “Lastly for financial
institutions, it will make sense to have
access to new ideas, new businesses,
new concepts that will help them to
transform their business in light of the
digital change we’re going through.”
“MAS will most likely follow through
with the approach that (MAS managing director) Ravi Menon pointed out

The Monetary Authority of Singapore
wants to cultivate this growth as part
of its Smart Financial Centre initiative. $225 million has been recently
invested into fintech by the MAS [32].
As Singapore pushes on to be a Smart
Nation, it is important that industries keep ahead of the curve. This is
especially true for the finance industry,
where new technologies are challenging the way business is being done.
Embracing new technology is also
important for Singapore to maintain its
status as a regional financial hub, and
MAS recognises that Singapore needs
to be a Smart Financial Centre. Said Mr
Thomas Zink, a research manager at
IDC Financial Insights: “It will strengthen its position, it will create new jobs
and it will grow their expertise in the
market. For start-ups, it also makes a lot
of sense because of the ease of doing
business in Singapore as well as the
access to a lot of financial institutions
that are headquartered here as well
as Singapore’s geographic location at

- that we are very supportive of banks
partnering with fintech but it’s ultimately the responsibility of banks to make
sure that everything is in order, they are
compliant, they assess the risk properly
that comes from such a solution,” said
Mr Zink.
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Between HSBC’s annual Expat
Explorer survey Singapore ranked the
first [33]. Last year’s number one, Switzerland, dropped to 10, India jumped
way back from nine to 17, and new
countries entered the top 20 ranking.
Ranking second in economics and
third in both experience and family,
Singapore is the most desirable place
for expats. “One of the cleanest and
safest cities in the world, Singapore is a
multicultural hub that’s worked hard to
earn its place among the thriving Asian
Tiger economies,” HSBC declares. The
country is ranked first in school quality.
In fact, in 2012, British education minister Michael Gove suggested that Britain
adopt a similar system to Singapore’s.

But to make it in Singapore, you have
to be career-driven; the country scored
extremely low for work-life balance.
And while 65% have more disposable
income, Singapore is one of the most
expensive cities. In the next 2-3 years
Singapore may become an international fintech hub [34].
Australia may well be
known for its cuddly koalas
and lethal spiders, but
beyond these tourism-fuelled images lies a country,
which is quickly proving to be an
attractive nesting ground for SEA-based
tech startups [35]. At just over seven
hours’ flight from Singapore to Sydney,
it’s also the perfect amount of time to
clear your inbox and get a few of those
documents finalised that you’ve had to
keep pushing to the side. Scoot’s cheap
flights have helped to make the two
markets all the more accessible and
they even have Wi-Fi on the plane!
While Australia is relatively small by
population — it is a large market by
potential revenue. Australia has a stable,
prosperous economy with a regulatory
environment favourable to innovation
and competition. The local startup
community in Australia at the moment
is white-hot. If you consider the current
economic climate in Australia, there is
a high-level concentration of legacy industries and structural issues within key
market sectors such as banking, aviation and transport. It also means that
these industries are ripe for disruption.
With increased competition, disruption is everywhere and Asia-based
investors are beginning to see the
opportunity in the Australian market.
An example is Softbank’s US$50 million
investment in BigCommerce, a Sydney
based e-commerce platform provider
that has achieved impressive traction
in markets beyond Australia’s shores.
Australian fintech ecosystem [36] is
also very fast growing.
We’ve also seen increasing examples
of SEA-based technology companies,
such as Patrick Grove’s listing of iProperty Group, iCar Asia and Ensogo listing
on the Australian Stock Exchange
(ASX) and accessing one of the largest pools of investment funding in the
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region, fuelled by Australia’s compulsory
retirement savings scheme. There has
never been a better time to invest in the
Australian market or expand a business
into this market. The Australian Securities
Exchange has made things a little easier.
The rules for listing on the ASX aren’t
as stringent as they are in other stock
exchange operators in the region. In
Australia, companies don’t have to float
a minimum percentage of stock in order
to list, while Hong Kong has a minimum
of 25 per cent and Singapore ranges
from 12-25 per cent. Listing on the ASX is
often a more appealing option, given its
favourable listing requirements for early-stage companies. If you need a cash
injection – consider going public on ASX
(it is much easier than on NASDAQ) like
AHAlife [37]. Furthermore, with Australian resource companies in a downturn,
there is a developing trend of tech startups undertaking reverse takeovers into
mining shell companies. Given backdoor
listings are considerably less prescriptive
than IPOs, Asian early-stage companies
can follow the path of Singapore-based
mobile social network MigMe to get to
an ASX listing faster, cheaper, and with
fewer investors.
Ten years ago, high tech
observers complained that
China didn’t have enough
bold innovators [38]. There
were, of course, wildly
profitable high tech firms, but they
rarely took creative risks and mostly
just mimicked Silicon Valley: Baidu was
a replica of Google, Tencent a copy of
Yahoo, JD a version of Amazon. Young
Chinese coders had programming
chops that were second to none, but
they lacked the drive of a Mark Zucker
berg or Steve Jobs. The West Coast
mantra—fail fast, fail often, the better
to find a hit product—seemed alien,
even dangerous, to youths schooled
in an educational system that focused
on rote memorization and punished
mistakes. Graduates craved jobs at big,
solid firms. The goal was stability: Urban
China had only recently emerged from
decades of poverty, and much of the
countryside was still waiting its turn to
do so. Better to keep your head down
and stay safe.
That attitude is vanishing now. It’s
been swept aside by a surge in prosper-
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ity, bringing with it a new level of confi
dence and boldness in the country’s
young urban techies. In 2000, barely
4 percent of China was middle-class—
meaning with an income ranging
from $9,000 to $34,000—but by 2012
fully two-thirds had climbed into that
bracket. In the same time frame, higher
education soared sevenfold: 7 million
graduated college in 2015. The result
is a generation both creative and comfortable with risk-taking. Now major
cities are crowded with ambitious
inventors and entrepreneurs, flocking
into software accelerators and hackerspaces. They no longer want jobs at
Google or Apple; like their counterparts
in San Francisco, they want to build the
next Google or Apple.
Anyone with a promising idea and
some experience can find money.
Venture capitalists pumped a record
$15.5 billion into Chinese startups in
2014 (US venture capital pool was $48
billion), so entrepreneurs are being
showered in funding, as well as crucial
advice and mentoring from millionaire angels. Even the Chinese government—which has a wary attitude
toward online expression and runs
a vast digital censorship apparatus—
has launched a $6.5 billion fund for
startups. With the economy’s growth
slowing after two decades of breakneck expansion, the party is worriedly
seeking new sources of good jobs.
Tech fits the bill.
The new boom encompasses both
online services and the hardware
arena. Homegrown firms have distinct
advantages, namely familiarity with local
tastes, the ability to plug into a first-class
manufacturing system built for Western
companies, and proximity to the world’s
fastest-growing markets in India and
Southeast Asia. The combination of factors is putting them in a position to beat
the West at its own game.
The success of copycat firms paved
the way for “little dragons”—creative,
upstart Web 2.0 firms that emerged in
the late ’00s. The big dragons provided
role models, but even more significantly, they built the infrastructure crucial
for today’s high tech boom, including the cloud services that allow any
twentysomething to launch a business
overnight and immediately start billing

customers. Corruption is just one of
the many challenges China faces. The
country’s leaders and investors also
contend with nontransparent banks,
government regulators on the take,
rampant pollution, fierce crackdowns
on political speech, and a rural population yearning for better jobs in the
cities. It’s not clear whether the party
can solve all these messy problems.
The high tech gold rush has produced manic and fierce competition
among the swarms of entrepreneurs.
There’s also been a hackerspace
movement in China. The first one—
Shanghai’s XinCheJian—was cofounded in 2010 by Chinese Internet entrepreneur David Li, when he noticed
how cheap prototyping tools were
allowing kitchen-table inventors to
produce increasingly slick prototypes.
Western entrepreneurs now flock to
hardware and software accelerators in
China’s coastal cities. China’s creative generation, in other words, has
proven it is ready to compete head-on
with the world’s top high tech brands.
Moreover, China’s digital banking
customers are expected to triple by
2020, reaching 900 million. China is
the largest worldwide crowdfunding
market with a potential of $47 billion.

business this year. Daniel Zhang, who
took over as chief executive officer last
week, told employees in in a recent
speech that not only will Alibaba pour
money into its global businesses, but
also transform its company culture. “We
need to have global talent.” [41]
The Shanghai Stock Exchange is on
track to inaugurate a new market for
small, innovative companies, which
will challenge the wildly successful
Nasdaq-style startup board in Shenzhen [42]. New market to host firms in
sectors favored by Beijing for building
an innovation-driven economy.
Hong Kong is known to
be one of the world’s major financial centers with a
wide range of international
financial industry giants
having their Asian hubs in the city. Barclays, HSBC, Lloyds Bank, RBS, BBVA,
UBS, Citi and Wells Fargo represent
almost an endless list of international
banks that have chosen Hong Kong as
an Asian satellite location. It’s no surprise that some of the largest banks are
represented in Hong Kong since it is the
leading financial center in the Asia-Pa-

Alibaba and its two giant Chinese
Internet rivals–search engine Baidu and
gaming/messaging firm Tencent–a trio
known as BAT, are pouring money into
all manner of firms at every stage from
seed to late rounds [39]. Since 2012 we
count more than 50 investments totaling $2.3 billion. In the past 18 months
alone Alibaba has plowed more than $1
billion into just ten U.S. firms. The three
BAT companies each monopolize a
sphere of China’s desktop-style online
behavior, but they risk falling behind in
mobile. This is a problem in a country
where tens of millions of people skip
PCs entirely. (China as itself has almost
1.3 billion mobile users, and half of
them are on 3G or 4G [40]). Hence the
landgrab–the Big Three don’t much
care where the innovations on this
new intertwined platform come from
or, it seems, how much they have to
shell out to secure them. The bulk of
Alibaba’s revenue still comes from
China, but the e-commerce giant will
focus aggressively on growing its global
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cific region. Moreover, according to BI
[43], Hong Kong is leading the fintech
adoption market as 29% of the digitally
active people in Hong Kong reported
that they have used at least two fintech
services in the last month.
Hong Kong’s Financial Secretary (the
counterpart of our Finance Minister)
John C Tsang in his budget speech
announced [44] a strong focus on
financial sector development (80%
of Hong Kong’s GDP) and support of
fintech startups (paragraphs 38-48) .
The regular InvestHK’s newsletter also
covered [45] this news, as well as the
expansion of the government fund
Stratmeup HK to India. Bloomberg has
made a list of the best countries for
startups [46], where Hong Kong was
the first and Singapore ranked as 4th.
According to HK FinTech, in 2013,
over $3 billion of investments in fintech
have been made worldwide and this
is set to triple by 2018. In fact, within
APAC, fintech provides one of the most
cost-effective methods of delivering banking services to the 1.2 billion
people without a formal bank account.
Global Financial Centers Index of 2014

placed Hong Kong among the world’s
“big four”—New York, London, Hong
Kong and Singapore.
According to Hong Kong’s official
government website, at the end of
April 2015, there were 157 licensed
banks (LB), 23 restricted license banks
(RLB) and 21 deposit-taking companies
(DTC) in Hong Kong, together with 64
local representative offices of overseas
banking institutions in the banking
sector. These institutions come from 36
countries and include 71 of the world’s
largest 100 banks. The daily turnover in
the Hong Kong interbank market averaged $31 billion in February 2015. Hong
Kong’s stock market was the fifth-largest in the world and the third-largest in
Asia in terms of market capitalization
as at the end of April 2015. Hong Kong
was also one of the most active markets
for raising initial public offering (IPO)
funds; $29.8 billion were raised in 2014.
Hong Kong fintech is a rich and
rapidly evolving ecosystem [47] with
very promising fintech startups striving
to compete in the international arena.
The Government is committed to transforming Hong Kong into a hub for innovation and entrepreneurship [48]. This
was the message from Secretary for
Commerce & Economic Development
Gregory So speaking at a symposium in
Chicago yesterday. He said Hong Kong
strives to provide a vibrant ecosystem
for innovation and technology to grow,
and creates an enabling environment
to help startups and tech enterprises
succeed.
According to
Bloomberg’s “The fastest
growing economies of the
world” [49] South Korea is
the first (China [3] Malaysia
[6], Thailand [11] Philippines [17] and
Indonesia [20]). The Korean Government also announced [50] “Plans
for Boosting Investments” at the 8th
Meeting Promoting Trade and Investment chaired by the President Park in
July 2015. The plans are developed to
encourage investments in sectors such
as tourism, venture, and construction
where growths can be accelerated. The
presentation can be summarized into
six categories and one of it is the ‘Promotion of Venture Entrepreneurship’. It
includes the government’s plan to promote tech entrepreneurship and attract
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talents to this sector. The government
also plans to support M&A and venture
investments from the private sector.
For example, crowdfunding is officially
open for Korean startups [51]. Korea’s
National Assembly passed a package
of economic stimulus bills, including
one that makes crowdfunding and
crowdfunding websites legal in Korea.
There are several interesting fintech
Korean startups already exist [52] and
successful.

ments platform for all transactions in
the country. Dubbed the e-peso, the
platform is envisioned to be a B2B, B2C,
and C2C system for epayments. The
initiative is part of a bilateral agreement between the Philippine and US
governments. The USAID has awarded
a US$25 million, five-year project to a
company called Chemonics to support
the Philippine government in the promotion and adoption of epayments in
the Philippines.

Japanese e-commerce
giant Rakuten launched
$100 million global fund
for fintech startups [53].
The fund, and its Managing
Partner Oskar Mielczarek de la Miel,
already have been busy doing deals for
some time — including a $12 million
Series B round for Latin America-based
Uber rival Cabify, a Series C for UKbased Currency Cloud, and bitcoin
enabler Bitnet. Rakuten already runs
Rakuten Ventures, a $100 million fund
that invests across a range of verticals,
but now it is literally doubling down on
finance. Rakuten Ventures has done
most of its deals in Asia but it is global
in scope. The fintech fund, however,
is more focused on Western markets,
with plans to follow-on and invest in
portfolio companies as well as find and
back new mid-stage startups. “While
the fund’s immediate focus will be on
companies based in fintech centers
such as London, San Francisco, New
York and Berlin, Rakuten FinTech Fund
plans to gradually expand operations
around the globe,” Rakuten added.

The overarching goal, really, is
simple: to eliminate, if not substantially reduce, the use of cash in financial
transactions; turning the Philippines
into a “cash-lite” economy within 20
years. Here’s the problem with the use
of cash: it’s inefficient, costly, and can
be dangerous for consumers and businesses. “Long queues, long distance
traveling, and time wasting characterize
the predominant payment for goods
and services in the Philippines, as
elsewhere in developing countries. The
opportunity cost of using cash versus
electronic means has real economic
consequences, in terms of lost business activities and overall economic
development,” says USAID in the draft
statement of work for the ambitious
project.

For almost a decade,
Vietnam’s startup scene
has faced shortage of quality startups, lack of legal
support and inadequate
funding [54]. All this is set to change
with a new wave of entrepreneurs
and investors re-shaping the country’s
startup ecosystem. Several changes
were already visible during Techfest, the
first national event for startups. Fintech
ecosystem of Vietnam [55] also started
to grow.
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In the Philippines, the
government launched [56]
an initiative to create a
single electronic pay-

The USAID says epayments will also
allow for the poor and unbanked to
participate more broadly in the formal
economy. “The poor benefit from too
few financial instruments to manage
their low, uneven cashflows. As such,
epayment systems have the potential
to help the Philippines reach development goals faster and make those gains
sustainable.” It states that only 26 percent of Filipinos enjoy access to formal
financial channels, and 610 out of 1,635
municipalities in the Philippines do not
have banks. Moreover, as much as one
half of mobile users in the Philippines
are unbanked.
But on the other hand, it’s also true
that Filipinos spend a bigger chunk of
their lives online: the Philippines has the
eighth largest base of Facebook users
in the world, one of the reasons why
it is touted as the world’s social media
capital. And smartphone penetration is
predicted to grow fast from 25 percent
of the population to 50 percent by

2017. Because of high mobile penetration, the Philippines leads Southeast
Asia in mobile phone payments, some
reports claim. Taking all these into
account, consumer readiness for digital
payments in general is there.
Ralph Santos, founder of fintech
startup VMoney, shares the same view.
“Filipinos are tech savvy already. They
love technology, they love gadgets,
they love using it. They’re very open to
modern methods, if you’ll look at what
has happened in the last five years.
They’re using technology for transactions. They use it to send money to
each other. But it’s on a personal basis.
Now we should allow for a holistic
solution – borderless, ubiquitous,
agnostic.”
The Indian government
published proposals to
encourage greater take-up
of electronic payments
in a country where cash
still rules [57]. It suggested a range
of measures, including tax benefits
to merchants if at least half of their
transactions are handled electronically.
Consumers could also receive income
tax rebates if a certain proportion of
their spend is cashless. Another idea is
for government itself to drop certain
surcharges it levies for making card
payments. As well as encouraging
users to make electronic payments,
the government wants more means to
accept such transactions. It would like
greater deployment of POS\mPOSterminals, which represent only a small
percentage of total debit/credit cards
in circulation. In addition, leading
operators Bharti Airtel and Vodafone, as well as newcomer Reliance
Jio Infocomm, will also look to take
advantage. Earlier this year, Vodafone,
Idea Cellular and Reliance Industries all
applied to become so-called payments
banks — cutdown versions of traditional banks which the Indian government
hopes will boost financial inclusion.
India will pass U.S. to become
world’s second largest smartphone
market by 2017 [58]. The rise of
e-commerce in India has triggered a
wave of startups that are leveraging
the increasing adoption of smartphones to provide mobile payment
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solutions [59]. Alibaba invested in Paytm at an apparent billion dollar valuation earlier this year, and now MobiKwik is the latest to be flushed with new
cash. New Delhi-based MobiKwik has
pulled $25 million in funding, led by
Singapore-based hedge fund Tree Line
Asia. The deal included participation
from a couple of interesting strategic
investors — Cisco and American Express. Existing investor Sequoia Capital
was also in the heavy-hitting Series B
round. MobiKwik raised a $5 million
Series A in 2013, and it is targeting a
$100 million Series C which it aims
to complete in the second half of this
year.
The Indian e-commerce market
has a new superhero — cashback
[60]. Move over discounts, cashback
is the hottest new trend in business.
Cashback is the newest trend to rock
the entire Indian e-commerce game.
Big players, emerging players, almost
everybody in the e-commerce niche is
embracing cashback culture, compelled by thick audience demand,
surging market competition and latest
funding rounds. It remains to be seen
if the new fad stays strong in the long
run or fizzes out in an industry that has
been enveloped with deep discounting since its inception. Indian women
online shoppers in the age bracket
of 18-24 are the most active [61] and
comprise of 52 % as compared to 20
percent between the age group of
25-34, 6% above the age of 34 and 2%
less than the age of 18 years. On an
average, most of the women prefer
shopping online between 9 – 11 pm
that too on Mondays and Fridays. Also,
80% women prefer Cash on Delivery
payment option while only 20% opt
for online transactions, said the survey.
Also India now Uber’s second largest
market [62]. Consumer Internet continues to lead in India - fintech the next
big wave [63].
The runaway success
of mobile money products
like M-Pesa, which first
took off in Kenya, has inspired dozens of copycats
around the world. Many countries in Africa, Asia, and Latin America now have
services allowing people to store and
transfer money using their cellphones.
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But there’s something different about
Ecuador’s new Sistema de Dinero
Electrónico [64]. It’s being operated
not by a private phone carrier or financial company, but Ecuador’s left-leaning government. Diego Martinez, an
economist in Ecuador’s central bank,
says the government wanted its own
service, because it thinks it can reduce
the transaction costs that come with
private offerings.
“We did it from the government
because we wanted it to be a democratic product. In any other countries, it
is provided by private companies, and it
is expensive. There are barriers to entry,
like [expensive fees] if you transfer
money from one cellphone operator to
another. What we have here is something everyone can use regardless of
the operator they are using,” he says.
Under the program, anyone can
walk into a participating bank and exchange their cash for electronic money
that is stored on their phone. They can
then use that to make payments to other people or to buy goods and services.
For example, taxi drivers in the country’s capital, Quito, accept payments
through the system.
In theory, it would be possible for
countries to completely rid themselves
of cash and all the disadvantages that
go with it. But Martinez thinks it will
be decades before that happens in
Ecuador, because cash still accounts for
about 40% of payments and use of cash
among the poor, particularly in rural
communities, is high. Whether Dinero
Electrónico ultimately takes off will depend on whether banks or other agents
agree to covert cash, and whether
people have places where they can use
digital money. Despite the success of
M-Pesa, many mobile money systems
haven’t grown as dynamicallybecause
people either haven’t seen the benefits
or they’ve been wary of moving away
from cash. As with any financial product, the decisive factor isn’t necessarily
technology. It’s whether people trust it.
Tunisia may to be
the first country in the
world to issue its national
currency via advanced
Blockchain technology

according to Monetas CEO Johann [65].
Today more than 3 million Tunisians are
excluded from the financial system, but
more than 600,000 are already using
the official digital eDinar. With the La
Poste Tunisienne app powered by Monetas, eDinar will be used to make instant
mobile money transfers, pay for goods
and services online and in person, send
remittances, pay bills, manage official
government identification documents,
and more. Total transaction fees will be
of negligible cost, even from amounts
less than a fraction of a dinar, and in
most cases fees are paid by merchants.
The maximum fee paid on a transaction will be less that 1 dinar. La Poste
Tunisienne will strictly control the
issuance and circulation of the eDinar in
order to prevent it from being used for
illegal transactions. “Tunisia is the first
country to use Monetas technology and
we are currently working with several
African partners to provide coverage to
12 markets in 2016. These partnerships
will bring more than 300 million people
into an incredible future of financial
inclusion.”
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SINGAPORE
the FinTech
gateway to Asia
By Dr Alex Lin.
Head of
Infocomm
Investments

FinTech is a portmanteau of financial technology that describes the emergence
and application of information technology within the financial services industry;
what we would typically understand or relate to as innovation.
In 2014, the worldwide investment
activity in the fintech sector saw an
unprecedented jump of 201% from
the previous year, reaching more than
US$12 billion in investments deals1.
That marked the start of a booming
industry. However, the US dominated
the share of deals, followed by Europe.
Understandably so, since the fintech
phenomenon began in these two cities
after the 2008 financial crisis. Asia, on
the other hand, accounted for only
about 5-6% of the activity. Nevertheless, that sends a positive signal that this
article will expound on.

1
2
3
4
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Why Asia?
Massive growth in fintech
investment deals and
opportunities
In a recent Accenture report,
investments in fintech across Asia
Pacific (APAC) recorded a growth from
about US$800 million in the year 2014
to US$3.5 billion in just the first nine
months of 20152. This massive growth
in fintech investments affirms that
positive signal, a growing phenomenon in this region. Venture capitalists
(VCs) clearly have their eyes on fintech
start-ups, while financial institutions are
opening up, devoting more attention to
this space.

The Unbanked
and Underbanked
According to McKinsey & Co., 59%
or 876 million people in Asia are unbanked, that is, they do not use financial services3 or have a bank account.
Yet interestingly, Asia makes up almost
half of the world’s internet users4. Coupled with the number of digital banking
consumers in Asia setting to reach 1.7
billion by 2020, up from 670 million in
2012 – this presents an abundance of
opportunities for fintech start-ups to
dig in, identify problems worth solving
and introduce solutions to target this
untapped market.
Unlike Europe and the USA, where
financial markets are mature, the main
reason for the unbanked to remain

https://www.cbinsights.com/blog/FinTech-and-banking-accenture/
https://newsroom.accenture.com/news/fintech-investment-in-asia-pacific-set-to-at-least-quadruple-in-2015-according-to-report-by-accenture.htm
http://www.mckinsey.com/insights/financial_services/counting_the_worlds_unbanked
http://www.internetlivestats.com/internet-users/#byregion
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so is the fragmentation of the market.
In South East Asia alone, there are 10
countries with 10 different currencies.
Due to the lack of a common currency,
most cross-border transactions are
usually carried out in USD, occasionally
in EUR (Euro) or RMB (Renminbi). Banks
and intermediaries (such as remittance)
dominate this space with inefficient
processes so that they can benefit
from earning on transaction fees. It is
estimated that transaction fees alone
make up over 60% of Asian banks’ revenue. With the increase of cross-border
transactions popularized by cutthroat
e-commerce platforms and the consolidation of manufacturing into several
countries with low labour cost, there
is a need to address the inefficiency of
cross-border transactions for countries
to prosper in this new market.
Although the payment space is
the most popular fintech (low-lying
fruit) and a favourite among start-ups,
it is however a low-margin space in

incremental improvement towards
existing digitized processes due to the
maturity of these markets. Whereas for
a fragmented market like Asia, tokenization presents a far better opportunity
for Asian countries to leap forward and
catch up with its more matured counterparts in the other parts of the world.

Why
Singapore then?
Singapore is a global fintech hub in
the APAC and ASEAN region, much like
Hong Kong, the region’s next immediate potential. Both countries have
a strong financial infrastructure and
established expertise suited for fintech
growth. You might be thinking then,
why Singapore when both countries
are neck-to-neck with each other in
this ‘race’ to be the fintech hub of this
region. Admittedly, both countries
have their unique make-up, strengths
and challenges, but instead of doing a

However, with technology that is able to
improve efficiency now (think forex hedge
and transaction speed), peer-to-peer and
real-time payment would be the next huge
opportunities in Asia as evidenced in the
example of China’s Alipay.

Europe and USA because of its market
efficiencies. In Asia on the other hand,
payments, especially cross-border payments, can still command comfortable
margins due to the multiple currency
exchanges.
In a less mature market with inefficient processes, secured ownership
and documentation of tangible assets
are problems worth solving. Take for
example asset tokenization solutions,
even though they are available in
markets such as the USA and Europe,
the tokenization only presents a small

comparison, we will see how Singapore’s unique position and maturity as
a financial market lend itself as the ideal
ecosystem for fintech start-ups.
Singapore,
the ideal ecosystem
Singapore is a tiny island-country but
with a huge, mature financial market.
She is also geographically located
amongst very much less matured
financial markets that have wealth of
opportunities just waiting for entrepreneurs to discover. However, if the
neighbouring countries are matured

markets, opportunities are notably less
and solutions command less margins
(refer to examples above). It is not
hard to see how Singapore is naturally
poised to be the bridge connecting the
opportunities in the region to fintech
start-ups. Singapore is the ideal test bed
of fintech solutions for the problems
(opportunities) of the region, before
start-ups move into the neighbouring
countries to launch the product/solution. The following two pillars further
substantiate this proposition that Singapore presents.
ASEAN Economic Community
opportunities
If you have not already heard, the
ASEAN Economic Community (AEC) is
a major milestone for the Association
of Southeast Asian Nations (ASEAN5)
on their regional economic integration
agenda. The AEC is an association of
10 member states comprising Brunei
Darussalam, Cambodia, Indonesia, Lao
PDR, Malaysia, Myanmar, Philippines,

Singapore, Thailand and Vietnam.
Established in 2015, the AEC offers a
wealth of opportunities:
• a single market size of over 625
million people – the 3rd largest in
the world; greater than the European Union (504mil) and the United
States of America (319mil);
• a consuming household size of
over 80 million people (significantly more than USA and Europe);
• a huge market size of US$2.6 trillion6 that would present an abundance of business opportunities.
The AEC has two key pillars – Single market and production base and
competitive economic region – with

5 An association of 10 members states comprising Brunei Darussalam, Cambodia, Indonesia, Lau PDR, Malaysia, Myanmar,
Philippines, Singapore, Thailand and Vietnam.
6 http://www.asean.org/communities/asean-economic-community
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initiatives that would facilitate businesses for start-ups, small-medium enterprises and MNCs. There will be free
flow of goods, service, investment and
skilled labour amongst the 10 member
states and freer flow of capital to spur
financial services7.
Singapore’s strength lies in being
strategically located at the heart of the
AEC, as well as being a key participant
and leader in the ASEAN and wider
APAC region. As the ASEAN members
states work towards a full economic integration, the ASEAN market is set to be
competitive, innovative and dynamic –
the perfect testbed for start-ups.
Smart Financial
Centre Initiative
In the middle of 2015, the Monetary Authority of Singapore (MAS)
announced a ‘Smart Financial Centre’8
to augment Singapore’s Smart Nation
vision9. What this indicates is a forward-looking and agile government
that is adapting to keep up with and
support the development of a dynamic
fintech sector. As a country and economy with no natural resources, Singapore is compelled towards innovation
and adoption of a global mind-set.
Just as how the US and Europe were
propelled to innovate to survive the
financial crisis, Singapore started with
that perspective from day zero.
Touted as a financial centre with a
conducive pro-business environment,
cost competitiveness, business infrastructure and a skilled workforce, Singapore is a financial centre to not just
Asia, but also the international growth
markets. With standing free trade agreements (FTAs) with major economies
including the US, China, New Zealand,
Switzerland, Jordan (to name a few)
and ongoing FTA discussions.
Singapore’s deep history in technology, R&D, innovation, engineering and
technology management, on both the
government and corporate front has
evolved to what it is today – a country
with forward-looking research institu-

tions, a strong intellectual property protection framework, as well as a leading
infrastructure and public systems. All of
which are conditions that will facilitate
the development of a fintech start-up
within an ecosystem.

And why you,
the fintech
startup?
Fintech startups can come in the
form of a facilitator or disruptor to

existing financial services. However, regardless of the type one may be, there
are key, non-negotiable ingredients
that all start-ups seek out or desire in
an ecosystem. Singapore fulfils some, if
not all of them.
Availability of Opportunities
(problems worth solving)
All successful entrepreneurs will
know that starting up is more than random ideas and ‘AHA’ moments. They
know that product-market-fit is the
linchpin of a start-up and are constantly
seeking out problems worth solving.
Asia and ASEAN as a whole provides
opportunities that are uniquely different
from Europe and USA. Opportunities
in the form of problem statements
found only in this part of the world,
because of the distinctive make-up of
the region, for start-ups to capitalise on.

These pertinent problems are where
entrepreneurs will flock to, and so
should any fintech start-up.
Availability of Talent
Of Singapore’s population of 5.4
million, over 30% are foreigners, a
situation quite like Silicon Valley and
London where top talents from around
the world leave their home countries
and found opportunities in these places
(not just in the start-up space). That’s
testament to talents wanting to be in
countries like Singapore. Finding talents
for start-ups is therefore easier than in

other places. Not forgetting the fact
that literary rate in Singapore is 96.7%.
Singapore universities and research
institutions are also amongst the top
few globally, where innovative technology and ground-breaking research take
place. The tech and talents in this field
are definitely not lacking.
Availability of capital
In a 2013 report, the Asian Venture

7 http://www.asean.org/images/2015/November/aec-page/AEC-2015-Progress-and-Key-Achievements.pdf
8 http://www.mas.gov.sg/news-and-publications/speeches-and-monetary-policy-statements/speeches/2015/a-smart-financial-centre.aspx
9 Launched by Prime Minister Lee in Dec 2014, for more info: http://www.smartnation-forbes.com/#
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Capital Journal reported that Singapore has a pool of US$24 billion in
funding in its start-up ecosystem. In
addition, there are Government funding
schemes that help start-ups at different
stages of growth:
• The ACE Start-up Grant (S$50K)
gives seed funding for early stage
start-ups;
• i.JAM (S$50K-200K), Technology
Enterprise Commercialisation
Scheme (S$250K-500K) provides
funding for seed/early stage
start-ups to demonstrate proof of
concept/value of its solutions;
• iPACT gives funding for start-ups to
develop and position themselves
as a solution supplier to larger
corporates, and gain market access
in the process;
• Market Access Incubation Programme, Market Readiness Assistance provides funding for early/
growth stage start-ups in overseas
expansion.
There is undoubtedly no lack of
capital for start-ups seeking funds.

payments and technology solutions,
technology infrastructure and technology innovation labs. Mr Ravi Menon,
Managing Director of MAS also spoke
about smart regulation for a Smart Financial Centre, where the fostering and
adoption of new technologies will take
three forms – innovation by financial
institutions, innovation in a “sandbox”
and innovation through co-creation.
Innovation in a “sandbox” and
through co-creation are where opportunities for fintech start-ups lie.
By leveraging on big industry players,
start-ups will find themselves well positioned for partnerships in various size
and form. From using these financial
institutions’ platforms for distribution,
co-innovating to solve a problem that
these organisations face and perhaps
even for their products and/or services
to be acquired.
To nurture and develop start-ups,
MAS also launched the Financial Sector
Technology and Innovation (FSTI)
scheme with a commitment to invest
S$225 million over the next five years
to encourage financial institutions to
collaborate with fintech start-ups.
A nurturing ecosystem
90% of infocomm technology companies fail within the first three years,
fintech start-ups are not spared. The
main reason for this is finding a product
market fit. The trouble with many startups however is that they often build
their product around assumptions that
are not validated. What can help startups navigate this problem is being in an
accelerator programme that provides
them with mentorship and coaching to
develop a sound business model.

Support
from the Government
Regulations can spur innovation or
hinder progress, making or breaking a
start-up’s growth. Singapore has been
forward looking in paving the way for
innovations to happen, at the same
time measured, so that associated risks
are managed. This is especially important in the fintech space.
In the case of Singapore, a new FinTech and Innovation group was set up
within the MAS with offices looking into
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From our experience, between
63% - 87% of start-ups who have gone
through acceleration will be able to
raise money within six months. Through
acceleration, start-ups will grow to be
investable and desirable to investors.
Singapore has seen a significant
increase in the number of Accelerators setting root here with the help of
Infocomm Investments Pte Ltd (IIPL)
in 2015. They are Joyful Frog Digital
Incubator, SPH Plug and Play, StartUp-
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BootCamp Fintech, Seed Plus and most
recently the FinLab, a joint venture
between the United Overseas Bank
and IIPL. Of the Accelerators, two are
focused on fintech start-ups – evidently
a trend to pay attention to.
Complementing Accelerators are 17
partnerships in corporate innovation
and (pre)acceleration programmes
assisted by IIPL via knowledge transfer,
mentoring and networks. Just to name
a few, TAG.PASS, IIPL’s in-house pre-acceleration, DBS Hotspot, the Development Bank of Singapore’s pre-acceleration programme for fintech start-ups
and CISCO-TAG.PASS Smart Innovation
Programme targeting start-ups involved
in innovative applications using sensors, big data, analytics and Internet of
Things.
Several other notable financial
institutions have also set up innovation
centres or labs in Singapore, organisations like DBS, Citibank, Credit Suisse,
Metlife, UBS and most recently Aviva’s
Digital Garage.
Singapore envisions a FinTech
Innovation Hub, a space that brings
together fintech-focused start-ups,
established financial players, regulators and the technology capabilities to
drive partnership, collaboration and
continual dialogue to spur innovation
and vibrancy in this space. It is the time
to watch the Singapore fintech scene.
While Asia is just beginning to see a
surge in fintech activity, and Singapore’s ecosystem is maturing in its own
right, the conditions are definitely right.
Singapore is primed for greater growth
and development. Fintech start-ups can
capitalise on the wealth of opportunities to develop and test their product,
grow their business and scale internationally with and through Singapore.

150
-

Fintech Writers
you should follow

In 2015 for example, global investment into ﬁntech was nearly $25 billion, the
largest of any vertical in tech. In 2016, this amount is expected to skyrocket as
an increased proliferation of smart devices combines with a greater demand
for online services such as e-commerce.
We have come to the point however, where ﬁntech is no more part of a niche,
where it is no longer only used and understood by a very small cabal. These
days, everybody makes use of ﬁntech in some way or another.
The question remains though, in a marketplace as noisy and crowded as
ﬁntech, how do you stand apart?
As is so often the case, that is where the media comes in.
Journalists and inﬂuencers around the world have ﬂocked to the ﬁntech
banner, studying this unique vertical and chronicling the ups and downs.
As a Fintech VC, we deal with a lot of media. Often we interact with such
people directly and sometimes we follow their works to glean insight into the
ever expanding ﬁntech labyrinth.
To do this we created a list of 150 Fintech Writers you should follow.
More than just a simple media list, this list of 150 people represents the who's
who in ﬁntech reporting and includes journalists, bloggers and respected
ﬁgures from across the world.
The names on the list are the people we listen to and the people we get our
ﬁntech news from and such a list is our way of sharing this knowledge with the
community.
The list contains data that we obtained through our own research and what
we could ﬁnd via our own best attempts.
This is by no means an exhaustive list but just something we thought we
would share with the community, to do our part as ﬁntech evangelists.
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Publication

Focus

Contact Info

Social Media Info

Adele Peters

The Unbanked,
Cashless Society

apeters@fastcompany.com

twitter.com/adele_peters

Alex Barinka

mPOS

abarinka2@bloomberg.net

twitter.com/alexbarinka

Ambereen
Choudhury

Fintech in Banking

achoudhury@bloomberg.net

twitter.com/AmberChoudhury

Ananthalakshmi A

Online-lending

ananthalakshmi.as@thomsonreuters.com

twitter.com/ananthalakshmia

Andrew Pollack

m-wallets,
Asian Fintech

Andy Greenberg

Blockchain

agreenberg@wired.com

twitter.com/a_greenberg

Anisa Menur

Remittances

anisa@e27.sg

twitter.com/animenur

Anthony Ha

Trading

anthonyha@techcrunch.com

Ariel Bogle

Trading

abogle@mashable.com

Austen Hufford

P2P-lending

atausten.hufford@wsj.com
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in/andrew-pollack-a652868

linkedin.com/in/anthonyha
twitter.com/anthonyha

twitter.com/arielbogle

twitter.com/austenhufford
linkedin.com/in/austenhufford

Name
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Austin Carr

Opportunities in Fintech

Brad Stone

mPOS

Brad.Stone@gmail.com

twitter.com/BradStone

Brian Womack

mPOS

bwomack1@bloomberg.net

twitter.com/brianwomack

Ben Schiller

Big Data, Asia,
Online-loans, Unbanked,
Financial Inclusion,
Cashless Society,
Blockchain

schiller@f2s.com

twitter.com/btschiller

Ben Woods

m-Banks

ben@thenextweb.com

twitter.com/TheNextWoods

Cade Metz

Blockchain

cade_metz@wired.com

twitter.com/CadeMetz

Carl O'Donnell

Blockchain

carl.odonnell@thomsonreuters.com

Caroline
O'Donovan

Crowdfunding

caroline.odonovan@buzzfeed.com

twitter.com/ceodonovan

Catherine Shu

e-Wallets, Remittances,
O2O

shu@techcrunch.com

twitter.com/catherineshu

Chalida
Ekvitthayavechnukul

Banks, Fintech

chalida@dealstreetasia.com

twitter.com/keke_chally

Charlie Custer

e-Wallets, China,
Blockchain, P2P-loans

custerc@chinageeks.org
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twitter.com/austincarr

linkedin.com/in/carlodonnell
twitter.com/carlodonnell26

facebook.com/charlie.custer
twitter.com/ChinaGeeks
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Social Media Info

facebook.com/skinnercm

Chris Skinner

Fintech

twitter.com/Chris_Skinner
linkedin.com/in/cmskinner

Colin Lecher

Crowdfunding

colin.lecher@theverge.com

Colin Tung

Remittances

colin@e27.sg

Connie Loizos

Fintech for Insurance

twitter.com/colinlecher

linkedin.com/in/colintung
twitter.com/coltung

linkedin.com/in/conieloizos-380282
twitter.com/Cookie
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Dan Primack

Crowdfunding

Daniel Huang

Opportunities in Fintech,
m-Banks

dan.huang@wsj.com

Dave Smith

m-Wallets

dsmith@techinsider.io

David Gelles

Crowdfunding

david.gelles@nytimes.com

Daisuke
Wakabayashi

m-Banks, e-Wallets,
Remittances

Daisuke.Wakabayashi@wsj.com

Diana Budds

O2O

dbudds@fastcompany.com

Don Reisinger

Big Data, Online-loans

donreisinger@gmail.com
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twitter.com/danprimack

twitter.com/Huangplan

linkedin.com/in/redletterdave
twitter.com/redletterdave

twitter.com/dgelles

facebook.com/daichan
twitter.com/daiwaka

twitter.com/DianaBudds

twitter.com/donreisinger
facebook.com/donreisinger

Name

Publication

Focus

Contact Info

Social Media Info

Elena
Mesropyan

Fintech-ecosystems,
Fintech Deals, VC

elena@letstalkpayments.com

Erik Crouch

Blockchain

erik@techinasia.com

twitter.com/erikcrouch

Erin Hobey

Remittances

erin@crowdfundinsider.com

linkedin.com/in/erin-mancuso-hobey-472a3b41twitter.com/
crowdfunderin

Faisal Hoque

Big Data,
Entrepreneurship

faisal.hoque@shadoka.com

Fitz Tepper

Online-acquiring

fitz@techcrunch.com

Grace Chng

Opportunities in Fintech,
Singapore

chngkeg@sph.com.sg

Ingrid Lunden

m-Banks

ingrid@techcrunch.com

Izabella Kaminska

Cashless Society

izabella.kaminska@ft.com

James Vincent

NFC, Payments

James.Vincent@TheVerge.com

Janet Novack

Opportunities in Fintech

jnovack@forbes.com

twitter.com/el_mesropyan
linkedin.com/in/elenamesropyan

linkedin.com/in/faisalhoque
twitter.com/faisal_hoque

twitter.com/fitztepper
linkedin.com/in/fitz-tepper7b636626

facebook.com/1gracechng
linkedin.com/in/grace-chng62803335

twitter.com/ingridlunden

twitter.com/izakaminska
linkedin.com/in/izabellakaminska-806a566

twitter.com/jjvincent

facebook.com/janetnovack
twitter.com/janetnovack
linkedin.com/in/janetnovack

Jason Del Rey
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mPOS, Online-acquiring,
m-Wallets
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jason@recode.net

twitter.com/DelRey

Name

Publication

Focus

Jason Hickel

Unbanked,
Financial Inclusion

Jeevan Vasagar

Online-lending,
Big Data

Contact Info

Social Media Info

twitter.com/jasonhickel

jeevan.vasagar@ft.com

linkedin.com/in/jeevanvasagar-46680754
twitter.com/jeevanvasagar

Jessica Leber

Donations

jleber@fastcompany.com

Jillian D'Onfro

mPOS, Online-loans

jdonfro@businessinsider.com

Jill Treanor

Innovations in Banks

jill.treanor@guardian.co.uk

Jim Marous

Opportunities in Fintech,
Innovations in Banks

twitter.com/jessleber

twitter.com/jillianiles
linkedin.com/in/jilliandonfro

twitter.com/jilltreanor

facebook.com/jim.maroustwitter.
com/JimMarous
linkedin.com/in/jimmarous

Joanna Seow

Remittances, Singapore

joseow@sph.com.sg

Jonathan Shieber

Online-loans, Trading,
Fintech for Insurance

shieber@techcrunch.com

linkedin.com/in/joannaseow
twitter.com/jopomelo

linkedin.com/pub/jonathanshieber/0/baa/b27
twitter.com/jshieber
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John Biggs

Blockchain, Trading,
Payments, e-Wallets

john@techcrunch.com

John Brownlee

Blockchain

john.brownlee+fastco@gmail.com

John Paul Titlow

Online-acquiring,
m-Wallets, Payments,
Online-loans

johnpaultitlow@gmail.com
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twitter.com/johnbiggs

facebook.com/john.brownlee
twitter.com/drcrypt

linkedin.com/in/johnpaultitlow
twitter.com/johnpaul

Name

Publication

Focus

Contact Info

Blockchain

jon@rezendi.com

Social Media Info

twitter.com/rezendi

Jon Evans

facebook.com/rezendi
linkedin.com/in/rezendi

Jon Marino

Millennials

Jon Russell

m-Wallets, Asia,
Venture Debt, Blockchain

Josh Constine

Online-lending, e-Wallets

twitter.com/JonMarino
linkedin.com/in/jonathanvmarino

jr@techcrunch.com

twitter.com/jonrussell
linkedin.com/in/jmarussell

twitter.com/JoshConstine
facebook.com/JoshConstine
linkedin.com/in/joshconstine

Josh Nicholas

Opportunities in Fintech

Josh Steimle

China, Opportunities
in Fintech

josh@mwi.com

Judith Balea

Online-scoring

judith@techinasia.com

Juro Osawa

Asia, Remittances,
Online-loans

juro.osawa@wsj.com

J.T. Quigley

Social Remittance, PFM

Hadley
Malcolm

m-Banks, Millennials

Harry
McCracken

mPOS, Remittances,
m-Wallets, Crowdfunding

twitter.com/joshcnicholas

twitter.com/joshsteimle
linkedin.com/in/joshuasteimle

twitter.com/jumbalea
linkedin.com/in/judithbalea

twitter.com/juroosawa
linkedin.com/in/juro-osawa17016b86

linkedin.com/in/jtquigley
twitter.com/JTQuigley

hmalcolm@usatoday.com

twitter.com/hadleypdxdc

twitter.com/harrymccracken
facebook.com/harrymccracken
linkedin.com/in/harrymccracken
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Name

Publication

Focus

Contact Info

Katie Roof

PFM, SME-loans, mPOS

katie@techcrunch.com

Ken Yeung

Fintech for SMEs

ken@venturebeat.com

Social Media Info

linkedin.com/in/katieroof
twitter.com/Katie_Roof

twitter.com/thekenyeung

facebook.com/kevin.ohannessian

Kevin
Ohannessian

Crowdfunding

kevin@kevinohannessian.com

linkedin.com/in/kevinohannessian
twitter.com/khohannessian

linkedin.com/in/kimmaicutler

Kim-Mai Cutler

Crowdinvesting

Kristen Scholer

VC, Investments

kristen.scholer@wsj.com

twitter.com/KristenScholer

Lauren Davidson

Payments, Remittances

lauren.davidson@telegraph.co.uk

twitter.com/laurendavidson

Laura Noonan

Cashless Society,
m-Payments

Marion Dakers

Payments, Remittances

Leena Rao

Remittances

Lianna Brinded

Blockchain

lbrinded@businessinsider.com

Lindsey Rupp

mPOS

lrupp2@bloomberg.net

twitter.com/kimmaicutler

twitter.com/lauranoonanftl
inkedin.com/in/lanoonan

twitter.com/mvdakers
linkedin.com/in/marion-dakers53876414

twitter.com/leenarao
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linkedin.com/in/leena-rao24221762

twitter.com/LiannaBrinded
linkedin.com/in/liannabrinded

twitter.com/lcrupp

Name

Publication

Focus

Contact Info

Social Media Info

Liz Lee

F&B, Crowdfunding,
Crowdinvesting

lizlee@dealstreetasia.com

twitter.com/lizacle

Lizette Chapman

Opportunities in Fintech

lchapman19@bloomberg.net

twitter.com/@lizette_chapman

Lucas Matney

Crowdfunding, Online-acquiring, Payments,
Blockchain

lucas.matney@techcrunch.com

Luke Kawa

Blockchain

LKawa@bloomberg.net

twitter.com/LJKawa

Luke Parker

Blockchain

luke@bravenewcoin.com

twitter.com/Coinosphere

Lydia Dishman

Big data, Online-loans

lydia.dishman@gmail.com

Margaret Collins

Trading

Maria Aspan

Opportunities in Fintech

Mark Wilson

mPOS, m-Wallets

Marcus Baram

Blockchain

Martin Arnold

Opportunities in Fintech

twitter.com/Lucas_Matney
linkedin.com/in/lucasmatney

linkedin.com/in/LydiaDishman
twitter.com/lydiabreakfast

twitter.com/mkmcollins
linkedin.com/in/peggycollins1

maria.aspan@gmail.com

twitter.com/mariaaspan
linkedin.com/in/mariaaspan

twitter.com/ctrlzee
linkedin.com/in/mark-wilsonb9b9297a

marcusbaram@gmail.com

twitter.com/mbaram
linkedin.com/in/marcusbaram

twitter.com/MAmdorsky
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linkedin.com/in/martin-arnold22044377

Name

Publication

Focus

Contact Info

Social Media Info

Matt Burgess

e-Wallets

mattburgess100@gmail.com
matt.burgess@condenast.co.uk

twitter.com/mattburgess1

Matthew Lynley

POS Systems, mPOS

linkedin.com/in/maburgess1

linkedin.com/pub/matthewlynley/11/890/740
twitter.com/mattlynley

Max
Slater-Robins

Online-lending

Megan Rose
Dickey

SME Fintech,
Enterpreneurship,
Women in Tech, mPOS

Megha
Rajagopalan

China, e-Wallets,
Online-loans

Meghna Rao

Social Remittances,
e-Wallet, Online-lending,
Cashless Society

Michael Bennet

Social Remittances

Michael Erman

Crowfunding

Michael J Moore

Banking, Fintech

Michael Tegos

Opportunity in Fintech,
Remittances, Payments

mslaterrobins@businessinsider.com

twitter.com/maxslaterrobins

linkedin.com/in/meganrosedickey
twitter.com/meganrosedickey

megha.rajagopalan@thomsonreuters.
com

twitter.com/meghara
linkedin.com/in/megharajagopalan

linkedin.com/in/raomeghna

twitter.com/michaelnbennet
linkedin.com/in/bennet-michael2522203b

twitter.com/mikeerman1
linkedin.com/in/mikeerman1

twitter.com/MooreMichaelJ
linkedin.com/in/mooremichaelj

facebook.com/citizenmac
michael@techinasia.com

twitter.com/michaeltegos
linkedin.com/in/michaeltegos

Mike Isaac
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Crowdfunding
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Mike.Isaac@nytimes.com

twitter.com/MikeIsaac
linkedin.com/in/mikejisaac

Name

Publication

Focus

Contact Info

Mike Kentz

Millennials, Trading

mike.kentz@thomsonreuters.com

Nadine
Freischlad

Trading

nadine@techinasia.com

Social Media Info

twitter.com/MikeKentz1
linkedin.com/in/mike-kentz04b35b1a

facebook.com/nadine.freischlad
twitter.com/texastee
linkedin.com/in/nfreischlad

twitter.com/nathanielpopper

Nathaniel Popper

Blockchain

nathaniel.popper@nytimes.com

linkedin.com/in/nathaniel-popper36529a5

Neal Ungerleider

twitter.com/nealunger

mPOS, O2O,
Remittances,
m-Wallets, Payments,
Trading, Crowdfunding

linkedin.com/in/nealunger
facebook.com/neal.ungerleider

twitter.com/nitishpkulkarni

Nitish Kulkarni

Social Remittances

Olga Kharif

Blockchain, e-Wallets,
m-Banks

Oscar
Williams-Grut

Blockchain, Remittances,
m-Banks, Innovations
in Banking, Opportunities
in Fintech

owilliamsgrut@businessinsider.com

twitter.com/oscarwgrut

Osman Husain,

Opportunities in Fintech,
Asia

osman@techinasia.com

twitter.com/osman_husain

Paul Sawers

m-Banks

paul@venturebeat.com

twitter.com/psawers

Pavithra Mohan

m-Banks

nitish.kulkarni@techcrunch.com

linkedin.com/in/nitishk2

twitter.com/olgakharif
linkedin.com/in/olgakharif

linkedin.com/in/pavithramohan
facebook.com/pavithra.mohan
twitter.com/pavsmo

Patrick John Lim
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Opportunities in Fintech,
Fintech Ecosystem,
Singapore
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linkedin.com/in/patrick-john-lim3b7a7090

Name

Publication

Focus

Contact Info

Peter Rudegeair

Opportunities in Fintech

Peter.Rudegeair@wsj.com

Portia Crowe

PFM

Rachel
Banning-Lover

Unbanked,
financial inclusion

Rich McCormick

m-Wallets, e-Wallets

rich@theverge.com

Richard
Kastelein

Cashless Society,
Blockchain, Unbanked

expathos@gmail.com

Rick Carew

online-lending, e-wallets

rick.carew@wsj.com

Rieva Lesonsky

SME-loans, e-Wallets,
mPOS

Rita Gunther
McGrath

Remittances, Innovations
in Banking, Leadership

Robin Sidel

mPOS, Cards, m-Banks,
e-Wallets, Remittances

Romain Dillet

e-Wallet, m-Banks,
Remittances, Blockchain,
Crowdfunding

Ron Amadeo

m-Wallets

Social Media Info

twitter.com/rudegeair
linkedin.com/in/rudegeair

linkedin.com/in/croweportia
twitter.com/PortiaCrowe

twitter.com/RBanningLover
linkedin.com/in
/rachelbanninglover

twitter.com/richmcc

linkedin.com/in/expathos
twitter.com/expathos

twitter.com/rickcarew
linkedin.com/in/rick-carewb6898125

twitter.com/Rieva
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linkedin.com/in/rieva-lesonskyb782835

twitter.com/rgmcgrath
linkedin.com/in/ritamcgrath

robin.sidel@wsj.com

linkedin.com/in/robin-sidel0baba16

twitter.com/romaindillet
linkedin.com/in/romaindillet/en

ron.amadeo@arstechnica.com

twitter.com/RonAmadeo

Name

Publication

Focus

Contact Info

Social Media Info

Rusty Foster

Blockchain

rusty@kuro5hin.org

twitter.com/rustyk5

Ruth Reader

POS systems, F&B, Online-acquiring

ruth.reader@gmail.com

Sainul
Abudheen K

India Fintech trends

sainul@e27.sg

Samantha Sharf

Trading, Millennials

ssharf@forbes.com

Sarah Kessler

Online-acquiring, F&B,
Insurtech, IoT

skessler@fastcompany.com

Sarah Mcbride

m-Banks

Sarah Perez

m-Wallets, IoT, m-Banks,
O2O

twitter.com/ruthreader
linkedin.com/in/ruthreader

twitter.com/tweetootaller
linkedin.com/in/sainul-abudheena9430328

twitter.com/samsharf
linkedin.com/in/samsharf

twitter.com/sarahfkessler

twitter.com/mcbridesg
linkedin.com/in/mcbridesarah

twitter.com/sarahintampa
sarahp@techcrunch.com

linkedin.com/in/sarahintampa
facebook.com/SarahPerez

Sean Captain

Online-acquiring

seanjcaptain@gmail.com

twitter.com/seancaptain

Selina Wang

Trading

swang533@bloomberg.net

twitter.com/Selina_y_wang

Susan Pulliam

Venture Debt

susan.pulliam@wsj.com

linkedin.com/in/susan-pulliam9b7b9916

Telis Demos

Venture Debt

telis.demos@wsj.com

twitter.com/telisdemos
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linkedin.com/in/telis-demosb88b741

Name

Publication

Focus

Contact Info

Social Media Info

Shannon
Pettypiece

mPOS

spettypiece@bloomberg.net

twitter.com/spettypi

Shiwen Yap

Venture Debt,
Opportunities in Fintech

shiwen@dealstreetasia.com

twitter.com/shiwenyap

Stephanie Baker

m-Banks

Stephanie Vozza

Opportunities in Fintech

stephanievozza@gmail.com

Steven
Melendez

Blockchain

smelendez@gmail.com

Steve O'Hear

Online-loans, Fintech
for Insurance, Trading,
SME-loans

steve@ohear.net

Tanaya Macheel

Blockchain

Tatsiana
Yablonskaya

Blockchain, Remittances

Tim Wallace

m-Banks

tim.wallace@telegraph.co.uk

Tom Groenfeldt

Fintech for Insurance,
Accelators, Big Data,
m-Banks

tomgroenfeldt@gmail.com

Tomas S.
Noda III

Remittances

tomnoda@dealstreetasia.com

twitter.com/StephaniBaker
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linkedin.com/in/stephanie-baker04b4a211

twitter.com/StephanieVozza
linkedin.com/in/stephanievozza

twitter.com/smelendez
linkedin.com/in/smmelendez

linkedin.com/in/ohear
twitter.com/sohear

twitter.com/TanayaMacheel
linkedin.com/in/tanayamacheel

twitter.com/Tim_Wallace

twitter.com/tomgroenfeldt
facebook.com/tom.groenfeldt

twitter.com/tomnoda3

Name

Publication

Focus

Contact Info

Social Media Info

Trey Williams

e-Wallets, Remittances

cwilliams@marketwatch.com

twitter.com/Trey3Williams

Vinod
Sreeharsha

m-Banks

Vivek Wadhwa

Blockchain

Yang Jie

m-Wallets

Lingling Wei

m-Wallets

Lingling.Wei@wsj.com

Ben Woods

mPos, Financial Markets

ben@thenextweb.com

twitter.com/TheNextWoods

Drew Olanoff

Cashless technology

dolanoff@techcrunch.com

twitter.com/drew

Yon Heong Tung

Remittances,
Venture Capital in Fintech

yonheong@e27.co

twitter.com/YonHeong

Yulia Chernova

Opportunities in fintech,
VCs

yuliya.chernova@wsj.com

twitter.com/VinodSreeharsha
linkedin.com/in/vinod-sreeharsha51317b

twitter.com/wadhwa
linkedin.com/in/vwadhwa

twitter.com/jyang_finance

twitter.com/lingling_wei
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linkedin.com/in/lingling-wei25478225

twitter.com/ychernova
linkedin.com/in/chernova

About Life.SREDA VC

3,5

13

6

5

years
in global ﬁntech
VC industry

investments via I fund
(US, UK, Germany, etc)

investments via II fund
(Asia)

successful
exits

Superstar brands in the portfolio

Life.SREDA
Europe

Life.SREDA
Moscow oﬃce

Life.SREDA
US oﬃce

– Life.SREDA’s
portfolio companies

Life.SREDA HQ
Singapore

Life.SREDA VC Asia
portfolio

P HILIPPINES

Q3 2015

Ayannah provides digital commerce
and payment services to the unbanked
in emerging markets and the unbanked
migrants in APAC
.
countries

SIN G APO RE / SE A

Q3 2015

Mobikon is a leading Customer
Engagement and Marketing
platform for. Restaurants

PHILIPPINE S

Q 4 2 015

Lenddo, world leader in social authentication and
scoring technology, uses non-traditional data to
for the emerging
. middle class

S IN GA P OR E

Q3 20 1 5

Fastacash is a global enabler of payments
through social networks and messaging
transactions domestically
.
and internationally

V I ETN A M, IN D ON ES I A

Q4 2 01 5

SoftPay Mobile International is a
leading Mobile Point of Sale (mPOS)
solution and Payment Facilitator
company in
. Southeast Asia

S I N GA P OR E

Q4 2 0 1 5

alternative to cash and debit/credit cards;
it is a Prepaid Cash Card with a highly
engaging mobile
. management App

