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CHAPTER ONE
FINTECH: OVERVIEW

By Dr Abdelhak Lefilef

= The history of FinTech

= What’s Fintech?

= Areas of Fintech

= \Why Is Fintech Important?

= Why has Fintech Become Popular Now?
= Main Fintech Hubs

= The Fintech Unicorns
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FINTECH TIMELINE

Early

1950s 1960s 1970s 1980s 1990s 2000s
o 0o o o o o

: : f : f :

First credit card ~ Automatic teller First digital Mainframe Advent of the Banks fully digitized
developed machines stock exchange,  computers and first internet and their services,
invented NASDAQ, online banking e-commerce launching global

established systemintroduced ~ business models  financial markets
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developed machines stock exchange, computers and first internet and their services,
invented NASDAQ), online banking e-commerce launching global
established system introduced business models financial markets
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< FInTech history can be viewed in three distinct
time periods:

3 Fintech 1.0 (1886 — 1967)

Also known “Signs to the Digital Age of Financial Services”

3 Fintech 2.0 (1967 — 2008)

Also known as “Digital Age of Financial Services”

3 Fintech 3.0 (2008 — Current)

Also known as “New Age of Financial Services”




THE HISTORY OF FINTECH

3 Fintech 1.0 (1886 — 1967)

Also known “Signs to the Digital Age of Financial Services”

v'1950s — Credit Cards

In 1958, Bank of America launched the BankAmerica card in California, which would
become the first successful recognizably modern credit card.

» 1960s — The invention of ATMs
The first withdrawal was made in Enfield, North London in 1967




3 Fintech 2.0 (1967 — 2008)

Also known as “Digital Age of Financial Services”

v 1971 — The Nasdag

The National Association of Securities Dealers Automated Quotations — was
established Iin New York, but in its original form, it operated as an electronic bulletin
board, rather than an exchange.

v 1972 — SWIFT

The Society for Worldwide Interbank Financial Telecommunication (SWIFT) provided
a network that enables financial institutions worldwide to send and receive information
about financial transactions in a secure, standardized and reliable environment.



Continue...

v 1990 — Cashback is introduced

Tesco Introduced customer cashback on debit card transactions. 7 million
cashback transactions are made in the first year.

v Late 1990s — Internet and e-commerce business models emerge

eBay and Amazon (launched 1994) were among the first to establish
prominent e-commerce brands. Finally in 2003, almost 10 years after
launching the company, Amazon.com realized its first annual profit.

v 2007 — Contactless Payments

The first contactless card transactions occurred in the UK. This technology
offers a quick and convenient alternative to cash for low-value transactions.

@
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d Fintech 3.0 (2008 — Current)

Also known as “New Age of Financial Services”

Post-financial crisis of 2008, lack of trust in banks aligned with regulatory change, is opening the
market to new service prowders and allowed the FinTech industry to bloom into a hyper-growth

market.
v Bitcoin is born in 2009 followed by other cryptocurrencies using blockchain technology.
v Crowdfunding sites that have opened new channels for funding entrepreneurs.

v Mobile devices become the primary means by which people access the web and other financial
services.

v Open Banking, a new technologies have opened-up to make it easier to create digital banking
products that allows third-party companies access to financial data.
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SO, WHAT’S FINTECH?

= Finance + Technology

Finance Technology

= “New financial industry that applies technology to
Improve and automate the use of financial services”.

= The financial technology, or fintech, industry, refers
to the group of companies that are introducing
Innovation into financial services through the use of
modern technologies. Some fintech firms compete
directly with banks, whilst others have partnered
with them or supply them with good or services.
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AREAS OF FINTECH

&) ﬁ!:

- F:INTECH -------
. ¥ i@

Blockchain  Payment Exchange Rmmh Diqital Money Online Banking Investment Crowdfunding
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EXAMPLES...

= Blockchain

It Is the technology behind Bitcoin and other cryptocurrencies, but it can be used for many more
applications.

= Online Payments and Digital Banking Services

Customers can open an account through an app on their smartphone instead of making the trip to a
physical branch or filling out endless paperwork in paper format.

= Robo-advisors (an example of Artificial Intelligence)

These online platforms can manage investments and suggest a personalised portfolio best suited to
individual interests.

Other examples of Al in finance include chatbots used by banks to provide basic customer service
queries.

= Machine Learning (ML)

IS a subcategory of Al used to learn and evolve from data in order to solve complex problems. Examples
of machine learning in finance include fraud detection, compliance analysis and algorithmic trading.
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WHY IS FINTECH IMPORTANT?

A  Fintech industry  makes
traditional financial services more
accessible, including investments,
loans, bills, automated payments,
savings, etc. It can also be the
channel for innovative financial
processes outside traditional
banking, such as buying and
selling cryptocurrency or online
crowdfunding.
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WHY IS FINTECH IMPORTANT?

= Fintech could manage point-to-point payments, eliminating the requirement of a third-party
intermediary, significantly reducing bank transaction costs, and enhancing service quality.

= There have been numerous industry reports (e.g., Deloitte) predicting that fintech supported
business-to-business and person-to-person payments systems would create reductions in transaction
costs of between 40% to 80% and require just 4-6 seconds to complete, as opposed to the current
transfer process average of 2-3 days
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WHY HAS FINTECH BECOME
POPULAR NOW?

= There are several factors that have contributed to the fact that fintech is flourishing now. One
of these is that fintech promises healthy returns on investments and growth opportunities, even
though the business models are not yet fully understood.
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STATE OF FINTECH GLOBAL TREMDS  INVESTMENT TREMDS

Global fintech funding more than doubles to reach record $132B in 2021

$131.5B

2021

168%

increase

$49.0B

2020

2015 26 2Mm7 2018 2019 2020 2021

E: CBINSIGHTS 1




MAIN FINTECH HUBS

= Some regions are more open to fintech innovation than others. The
factors that contribute to fintech growth iInclude government
support, a developed culture of innovation, proximity to customers,
specialised talent, and flexible regulations. Considering these
factors, the cities that have the best environment for fintech are
London, Singapore, New York, Silicon Valley and Hong Kong.
These centers have seen many years of either financial or
technological (in the case of Silicon Valley) development. They also
understand that it is important to collaborate with an ecosystem of
firms to achieve greater results.
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= A fintech firm is one that specializes in offering Digital financial services
(DFS) to consumers, or enables other providers to offer DFS. While many of
these companies are relatively new to the financial sector, others are by now
well-established public companies. Examples of fintechs iInclude digital
payment providers (e.g., PayPal), financial iInfrastructure/connectivity
providers (e.g., Plaid), digital insurers (e.g., BIMA, Policy Bazaar), peer-to-
peer lending platforms (e.g., Funding Circle, Investree).

= Quite a number of fintech firms have reached a valuation of at least $1 billion
In net worth, and the term ‘Unicorn’ has been coined to describe these
promising companies, which have reached a significant size but remain private.

= In terms of categories, lending and payments unicorns dominate the space,
taking up 75% of the aggregate valuation of these firms.
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STATE OF FINTECH GLOBAL TRENDS UNICORNS & VALUATIONS

The US accounts for half of fintech unicorn births in Q4’21

Europe

42

5 New Unicomns
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FINTECH COMPANIES...

Big Tech
E - pay WS sZT

Payment Unicorns
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TECHNOLOGIES IN FINANCE

O 00

1. ARTIFICIAL 2. MACHINE 3. DATA 4. BIG DATA
INTELLIGENECE LEARNING SCIENCE
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THE TRADITIONAL FINANCIAL SYSTEM

Flows of Funds

Through the Financial System
INDIRECT FINANCE
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FINTECH IMPACT ON THE FINANCIAL SYSTEM

1. Foster competition and innovation.
2. Financial stability.

3. Better wealth distribution.

4. Change consumer habits.

5. Improve financial inclusion.

6. Change the demanded knowledge and skills in the market.
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RISKS OF FINTECH

= |ssues related to cybersecurity- lack of Security

=No Uniform Standards- some devices may simply be incapable of
communicating with specific apps or programs, which can be a headache for
consumers.

= Complex Networks- The larger the network, the more difficult it is to
maintain.
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THANK YOU

Dr. Abdelhak Lefilef
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