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The year 2020 was a pivotal point for how financial services were accessed and used. The Covid-19
pandemic necessitated an accelerated shift toward remote financial services, proving both challenging
and rewarding for the fintech industry. Thus, 2020 became a crucial base for much needed time-series
research to inform best practices, and governmental and regulatory interventions.

Against this background, the CCAF together with the World Bank Group and the World Economic Forum
published the first edition of our series on the impact of Covid-19, The Global Covid-19 FinTech Market Rapid
Assessment Study, in December 2020. The study was designed to quickly assess and interpret the short-
term impacts of Covid-19 on an already rapidly evolving fintech ecosystem. We compared the impact

of Covid-19 on fintech firms in the first half of 2020 to the same period in 2019. The analysis provided

a snapshot of how Covid-19 had impacted market dynamics, key performance indicators, products and
service offerings, and how fintech firms coped with the initial market shocks and operational challenges.
The study also highlighted the regulatory interventions that were received and needed for fintech firms to
thrive.

The Rapid Assessment Study found that fintechs had continued to grow throughout the pandemic, albeit
unevenly across verticals and geographies. Indeed, fintechs in advanced economies appeared to have
been more resilient than those in emerging and developing economies. At the vertical level, digital lending
platforms appeared to be more severely affected by the pandemic than others.

As the Covid-19 pandemic continued to affect the global economic environment, it became necessary to
reassess the situation and whether the findings from the first study highlighted to policymakers were still
valid. To this end, our second edition of the Covid-19 series, The Global Covid-19 Fintech Market Impact

and Industry Resiliency Study, builds on The Rapid Assessment Study by assessing the medium-to-longer-

term impact of Covid-19 on the fintech industry and includes issues not covered in the original study, in
particular, the customer base of these firms and their potential impact on financial inclusion. It captured
full-year transaction and qualitative empirical data for 2019 and 2020. The joint research team successfully
surveyed 1,448 fintech firms, headquartered in 105 jurisdictions, and operating in 192 countries,
representing the largest panel data available in the industry.

Overall, the results from this study show that the global fintech industry has been more resilient to the
pandemic than initially reported in The Rapid Assessment Study, albeit with important differences at a
country and vertical level. Globally, all verticals grew at a faster pace than reported in our previous study,
except data analytics. The growth was underpinned by higher activity in fintech markets operating in
advanced economies and in jurisdictions with more stringent Covid-19 lockdown measures compared to
those in emerging and developing economies and lower lockdown stringency jurisdictions, confirming the
findings from The Rapid Assessment Study. An additional trend revealed in this study was that firms that had
acted as distribution partners of government Covid-19 relief packages saw higher levels of activity.

We hope that the insights from this study are a valuable addition to all fintech ecosystem players. Our
aim is to contribute to the fintech community by illustrating the challenges and opportunities of fintech
and how digital financial services can play an increasingly key role in mitigating the impact of future crises,
broadening access to finance, and contributing to financial inclusion.

Bryan Zhang Tania Ziegler
Co-Founder and Executive Director Lead in Global Benchmarking
Cambridge Centre for Alternative Finance Cambridge Centre for Alternative Finance
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Digitalization is not only changing financial sector infrastructure but is also helping to create new products
and ways to serve customers’ needs. Fintech firms are a key part of this transformation, driving innovation,
introducing competition to the sector, and potentially expanding access to financial services. Given their
role, the World Bank Group considered it critical to have more information about the impact the Covid-19
pandemic had on different types of fintech firms and across regions, both in terms of the evolution of the
services they provide to customers, as well as their financial situation and prospects.

This global survey is one of the most comprehensive reviews of fintech firms to date, drawing from a panel
of 1,448 firms, operating in 192 countries. The surveyed firms provide a wide range of financial services
from payments, lending and capital raising to supporting services, such as credit data analytics.

The results are reassuring, in terms of the overall resilience of fintech firms and their ability to adapt their
services during the pandemic, address customers’ needs, and serve as distribution partners of government
relief programs, albeit with important divergences across business models and countries. Furthermore, the
findings are indicative of a positive contribution of fintech firms to financial inclusion, given that a significant
proportion of their customers are groups that have faced challenges in accessing financial services, such

as women, low-income households, and SMEs. This is an area where further research and analyses are
needed to make a definitive conclusion. However, the data that this survey provides is a stride forward.
Previously, there was no cross-country information on this subject.

Nevertheless, the results also confirm that EMDEs still have a long way to go to realize the full potential of
fintech. In particular, some types of services, such as lending, are still concentrated in larger EMDEs and
others, such as capital raising and insurance, are at a much earlier stage. While other factors play arole,
many EMDEs still need to work on the implementation of appropriate regulatory frameworks to allow
the provision of services via fintech in a manner that strikes the right balance between innovation and
consumer protection, market integrity, and financial stability. This is in line with findings from the survey,
whereby firms operating in EMDEs expressed lower levels of satisfaction with the regulatory support
available. The Fintech and the Future of Finance Report and its accompanying Note on Regulation and
Supervision of Fintech: Considerations for EMDE Policymakers provide further guidance as to how authorities
of EMDEs an tackle this challenge, as well as ensure that appropriate monitoring arrangements are in place
to ensure proper management of risks.

The World Bank Group appreciates the partnership developed with the Cambridge Centre for
Alternative Finance and the World Economic Forum, which have been instrumental in achieving this level
of participation from the fintech industry. It also appreciates the support of the Ministry of Finance of
Luxembourg, which provided the funding for this study as a donor to the World Bank Group’s Joint Capital
Markets (J-CAP) Program.

Jean Pesme

Global Director, Finance

Finance, Competitiveness and Innovation Global Practice
World Bank Group


https://www.worldbank.org/en/publication/fintech-and-the-future-of-finance
https://openknowledge.worldbank.org/handle/10986/37345
https://openknowledge.worldbank.org/handle/10986/37345
https://www.ifc.org/wps/wcm/connect/Industry_EXT_Content/IFC_External_Corporate_Site/Financial+Institutions/Priorities/Capital-Markets/

Fintech firms have grown in their importance to the global financial system in recent years, having
demonstrated successes in the provision of affordable financial products and services, and in the increased
quality and reach of these products and services. The uncertainties that the onset of the Covid-19
pandemic brought to the fintech industry then, both in terms of challenges and opportunities, held the
potential for significant impact. With this in mind, the World Economic Forum joined the Cambridge
Centre for Alternative Finance and the World Bank Group in a collective effort to gather data and better
understand the effects of the pandemic on fintech firms.

The initial survey and report from our collaboration, The Global Covid-19 FinTech Market Rapid Assessment
Study, published in December 2020, examined the short-term impact of the pandemic on the fintech
industry. This current report, The Global Covid-19 Fintech Impact and Industry Resilience Study, complements
the first, offering a longer-term view and deepening our knowledge of market effects. Of particular
significance is the granularity of the findings and global breadth of this study. With 1,448 fintech firms
participating, operating in 192 jurisdictions, we have robust information from which to gain a nuanced
understanding of areas least and most impacted across regions and industry verticals.

From a high-level perspective, it is encouraging to see that industry resilience proved stronger than
originally reported during the pandemic. The flexibility and innovation often associated with fintechs have
appeared to help them navigate the changing market conditions and the recovery’s various phases. This
resilience will be essential to managing additional obstacles as new local and global challenges inevitably
arise.

It is equally promising to observe mutually beneficial public-private cooperation taking place, be it through
regulatory support mechanisms or partnerships for relief package distribution. Study findings have also
indicated, however, that greater public-private collaboration is still needed. The World Economic Forum
looks forward to supporting these findings and serving as a platform for increased cooperation across
industry, policymakers and regulators as recovery from the pandemic continues.

The Forum is grateful for the opportunity to collaborate with the Cambridge Centre for Alternative
Finance and the World Bank Group, and is appreciative of the many organizations that have contributed to
this research. We hope that the study results will be valuable for all stakeholders and that findings further
encourage responsible innovation in financial services

Drew Propson
Head of Technology and Innovation in Financial Services
World Economic Forum
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The Ministry of Finance of Luxembourg is pleased to have been able to assist in this timely and jointly
produced report by the World Bank Group, the Cambridge Centre for Alternative Finance, and the World
Economic Forum, as a part of our support to the World Bank Group’s Joint Capital Market Program
(J-CAP). Our work with J-CAP is built on our experience in Luxembourg that capital markets play a
fundamental role in economic growth and financial stability in developed and developing economies by
allocating local currency and long-term capital to projects that help create jobs.

This study also builds on the joint knowledge work we have supported to date with J-CAP, stemming

from our belief that a deeper understanding of the way capital markets function - and the sharing of such
insights and lessons - can help government authorities in emerging markets and developing economies
address the challenge of capital market development from a stronger and more consistent footing. This
work has resulted in a major knowledge-sharing event in West Africa on local capital market development,
a ministerial guide to developing local capital markets, as well as a report on the impact of listing state-
owned enterprises, among others.

This report provides a closer and timely view of the financial technology sector and the impact of the
Covid-19 pandemic. In so doing, it offers insights that can be used to guide meaningful interventions,
whether by policy reforms, financing, or other assistance by J-CAP, the World Bank Group or others. In
this regard, for example, the report has advanced the understanding of fintech firms’ ability to reach and
finance individuals and small businesses (including women-led businesses), via leveraging technology.

Now, we look forward to these findings being put to use by the World Bank Group, J-CAP and others, to
enhance the role of fintech firms in expanding access to local financial services.

Arséne Jacoby
Director for Multilateral Affairs, Development Aid, and Compliance,
Ministry of Finance Luxembourg



The UK is proud to partner with the Cambridge Centre for Alternative Finance (CCAF) and support their
Global Covid-19 Fintech Market Impact and Industry Resiliency Study, jointly produced with the World Bank
Group and World Economic Forum. This study captures important insights and lessons learnt from the
fintech industry’s response to the pandemic which can help shape its future impact.

The UKis home to a thriving fintech sector. As well as stimulating job creation, fintech can improve the
functioning, transparency and effectiveness of financial services, in turn enabling economic growth.
Fintech has enabled developing and emerging markets to leapfrog traditional banking models to increase
the reach of financial services to previously underserved firms and people, making a real difference to their
lives.

The Covid-19 pandemic was hugely disruptive to markets and livelihoods. While the fintech sector was not
immune, this study highlights the responsiveness and innovation of the industry in adjusting to changed
market dynamics and operational challenges, as well as related regulatory and policy shifts. Fintech also
played an important role in the pandemic response, serving a large proportion of new customers and
enabling people to access crucial financial services during a time of unprecedented economic uncertainty.

The UK is committed to supporting the growth of fintech both domestically and internationally. Advancing
enabling and proportional fintech regulation, supported by evidence and collaboration, is a critical
ingredient for novel providers and services, as well as safeguarding consumers.

The rich analysis in this study provides fintech ecosystem players the opportunity to take stock of different
experiences and reflect on lessons learned during the pandemic. The value of strong data analysis and
targeted design shine through.

This study provides foundational evidence for the development of future policy and regulation. | am
confident this study will inspire further work by the sector to ensure the benefits of fintech reach the
financially excluded and help accelerate economic growth.

Vicky Ford MP
Minister for Africa, Latin America and the Caribbean
Foreign, Commonwealth & Development Office
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Executive summary

The Global Covid-19 Fintech Market Impact and Industry Resiliency Study provides insights into the medium-
to-longer-term impact of the pandemic on the financial technology (fintech) industry. In this study, we
gathered data on three key areas:

1. Market performance, in particular the growth of activities and customer base

2. Operational performance, financial situation, and changes to services

3. Fintech firms’ use of government relief and regulatory support, and their participation as distribution
partners of government Covid-19 relief packages

This study follows on from The Global Covid-19 FinTech Market Rapid Assessment Study (from now on
referred to as The Rapid Assessment Study), which focused on the short-term effects of Covid-19 on the
fintech industry. This study has been jointly developed by the Cambridge Centre for Alternative Finance
(CCAF) at the University of Cambridge Judge Business School, the World Bank Group (WBG), and the
World Economic Forum (WEF).

Overall, the global fintech industry has been more resilient to the pandemic than initially reported in
The Rapid Assessment Study, albeit with greater differences at the vertical and country level.

Globally, all verticals grew at a faster pace than reported in our previous study, except data analytics.
Retail-facing fintech platforms in this panel reported increases of 47% in gross values transacted from
USD358 billion in 2019 to USD526 billion in 2020. This growth was underpinned by three global trends: (i)
Fintechs operating in advanced economies (AEs) exhibited higher levels of activity than those operating in
emerging markets and developing economies (EMDEs), (i) as did firms in jurisdictions with high stringency
lockdown measures and (iii) firms that were used as a distribution partner of government Covid-19 relief
packages. However, there were important differences at a country level and vertical level. At the vertical
level, in particular, activity in lending platforms seemed to be on an uneven road to recovery as many
platforms reported reduced levels of activity and a deterioration in their portfolios.

In addition, it is important to note that the ongoing global macroeconomic and geopolitical situation is
adding stressors to the sector that should be monitored.

We summarize the methodology and key findings below.

Methodology

The study draws from a global survey of fintech firms from key fintech verticals and jurisdictions,
representing the largest panel of data available in the industry.

The survey captured a total of 1,448 fintech firms, headquartered in 105 jurisdictions, and operating in
192 countries. The firms were spread across 12 verticals, with retail-facing verticals ranging from digital
payments to digital lending, crowdfunding and insurtech, and market provisioning firms such as regtech.
As in The Rapid Assessment Study, we excluded traditional financial firms and big techs, the former because
of the focus of this report on the growth of disruptors, and the latter because the provision of financial
services is not their core business activity. In addition, big techs often do not provide such financial services
directly but instead through alliances with financial firms (including fintechs). The data-collection period
was from July 1 to October 31, 2021. We asked firms to provide quantitative data comparing 2019 to
2020.
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Key findings

Market performance

Retail-facing firms operating in AEs still dominate in terms of transaction values.

As we describe in more detail below, transaction values in AEs exceeded those in EMDEs for all verticals.
Furthermore, for all verticals except payments, growth rates were higher for firms operating in AEs.
Overall, issues such as the scale and development level of the financial sector may have affected these
trends. In addition, many EMDEs still lack regulatory frameworks that allow fintechs to provide regulated
services. Thus, from a policy perspective, authorities should assess whether the lack of a supportive
regulatory regime is a factor affecting the fintech industry’s development.

Digital payments were the largest segment by transaction values, followed by digital lending.

The transaction value of digital payment fintechs accounted for 63% of all retail-facing fintechs. Although
firms in AEs contributed to most of the total value of annual payment transactions, firms in EMDEs grew
at afaster pace. This finding indicates there is still significant room for growth in EMDEs, which aligns with
market trends in the digital payments industry as a whole. Digital lending was the second-largest market
segment, accounting for 20% of transaction values. In contrast with payments, digital lending activities
remain largely concentrated in AEs, with most of the activity and growth spurred by platforms in AEs.
Furthermore, at a global level, the activities of digital lending firms in EMDEs decreased. Nevertheless,
itisimportant to highlight that in a few larger EMDEs, transactions by lending platforms had already
surpassed the billion-dollar mark, indicating the potential of these platforms. The remaining verticals are
still concentrated in AEs, including capital raising and insurtech. However, the levels of these activities are
lower than those in other verticals.

In contrast to retail-facing firms, both the concentration of activity and growth in terms of transaction
values was dominated by market provisioning platforms in EMDEs.

Globally, enterprise technology provisioning and regtech grew swiftly and remained the verticals with

the most transaction activity. Conversely, alternative credit and/or data analytics was the only vertical to
report a decrease in the number of transactions, performing worse than they had anticipated as reported in
The Rapid Assessment Studly.

A common finding across retail-facing and market provisioning firms was that a significant number
were operating in more than one jurisdiction.

Of respondent firms, 30% reported having operations in more than one country. Furthermore, most firms
operating in EMDEs were headquartered in foreign jurisdictions, mainly in AEs. Financial supervisors
should assess the importance of this finding in terms of their respective jurisdictions to determine whether
they need additional coordination arrangements with foreign supervisors.

Customer base and potential impact of fintech on financial inclusion

One of our most important results relates to the customer base of the platforms and fintechs’
potential contribution to financial inclusion.

Alarge proportion of fintech clients were new customers, and customers from groups that in many
countries have been underserved by traditional financial institutions (incumbents), such as small and
medium-sized enterprises (SMEs), low-income households, and women. Furthermore, in many fintech
verticals, the proportion of low-income households and women exceeded 50% of total clients served.
The percentage reported was even higher for fintechs operating in EMDEs. For instance, digital payment
firms reported that the proportion of low-income clients was 55% globally, and 73% when looking at those
in EMDEs. This may indicate that fintechs positively contribute to financial inclusion. However, a more
detailed analysis, for example, of customer profile and terms of service provisioning, is needed to confirm
this.



Operational resilience and financial health during Covid-19

In tandem with their growth, fintechs reported significant operational challenges and increases in
risks, particularly in EMDEs.

The types of challenges faced varied by vertical and region, but common challenges included high levels

of unsuccessful transactions, platform and partner downtime, and increases in liquidity risks, currency
volatility, and regulatory risks. Financial supervisory authorities in EMDEs may want to assess how relevant
our findings are in the context of their countries to determine whether they need to take any supervisory
measure.

Fintechs also reported an increase in all costs, except fixed costs.

There were two interesting trends related to cost increases. First, fintechs have been actively recruiting
new employees in line with their growth, which explains the increases in human resources costs. We did
not analyze the types of skills firms required but, overall, innovation requires employees with relevant
technology skills, who are not always available in all jurisdictions. Second, fintechs spent a large proportion
of their budget on research and development (R&D). This highlights the importance fintechs place on
continued innovation and their perceived growth prospects for the sector. In contrast, overall, firms
reported a decrease in fixed costs, which seems to reflect reduced office costs.

Despite operational challenges and increases in expenditure, fintech firms perceive the sector to be
relatively resilient.

Overall, firms in all verticals reported increases in revenue and turnover. However, from the data collected,
we could not assess whether these increases in revenue and turnover offset the reported increases in
costs. Nevertheless, our survey provided important insights into firms’ financial sustainability. In particular,
firms reported higher valuations and capital raising activities compared to their forecasts outlined in The
Rapid Assessment Study. Firms also reported higher future capital raisings in this study. As in other areas,
there were important differences across countries and verticals. However, in general, firms in EMDEs
reported higher valuations and capital raising. This may indicate investor interest in leveraging the
untapped potential and opportunities provided by EMDEs. Regarding capital raising, digital payment firms
overall were at a more mature development stage, raising larger funding rounds from venture capital funds
(predominantly Series A and B).

Changes in services

Fintechs prioritized changes that made their platforms more secure.

More than one-third of fintechs prioritized enhancing cybersecurity features and preventing fraud as the
main changes to their services in 2020. These changes seem to be in response to their risk assessment

as they were the two most reported risks in 2019. The changes seem to be effective as firms now
reported lower levels of these risks. Other changes (particularly changes related to pricing structures
that were made to help clients during the pandemic), such as reducing commissions and fees, were largely
discontinued. Finally, only a small proportion of firms reported introducing sustainability products, in
particular, environmental, social and corporate governance (ESG) products.
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Fintechs’ use of regulatory and policy support, and use of fintechs as distribution partners

Financial supervisors implemented different regulatory mechanisms to help financial firms and
fintechs mitigate the effects of Covid-19.

Core regulatory support mechanisms, such as support for remote onboarding, cybersecurity and fraud-
prevention standardization, and simplified customer due diligence were the regulatory measures most
used by fintechs. However, overall, fintechs judged that more support was needed across several areas,
especially regulatory support for faster authorization or licensing processes for new activities and less
burdensome supervisory requirements. More generally, firms in EMDEs reported an overall lower level of
satisfaction with regulatory support than those in AEs. Hence, more dialogue and engagement between
financial supervisory authorities and the fintech industry may be useful, especially as fintech growth starts
toincrease in EMDEs.

Only 18% of fintech firms reported using government relief measures.
In general, the use was concentrated in AEs, which may be because AEs had more fiscal space to implement
relief packages.

Approximately 20% of firms participated as a delivery or implementation partner for a government-
based Covid-19 relief scheme.

The Rapid Assessment Study reported governments' limited use of fintech firms as distribution partners.
There have, however, been some changes. Governments, especially in AEs, used lending platforms more
often than fintech firms had initially reported, reflecting the adjustments governments had made to

their existing policies on selecting distribution entities. Digital lending, digital payments, and insurtech
fintechs were the verticals most used by governments to deliver Covid-19 relief programs. Going
forward, governments should assess the relative benefits of using fintechs compared to other solutions in
supporting the delivery of government relief programs. In turn, this would help them determine whether
they need to implement any changes to their policies to promote efficient delivery of mitigation and relief
programs in future crises.
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11 Research objectives and rationale

The Covid-19 pandemic has disrupted how people interact with one another and their surrounding
environments. Hence, it is not surprising that it has impacted how financial services and products are
accessed and used.

The first edition of our Covid-19 research, The Rapid Assessment Study, was designed to quickly assess and
interpret the short-term impacts of Covid-19 on an already rapidly evolving fintech ecosystem. It also
served as a starting point for more comprehensive and in-depth research at a later stage. The study
analyzed the impact of Covid-19 by comparing the impact of the pandemic on fintech firms in the first half
of 2020 against the same period in 2019. The report was published in December 2020.

Box 1: The Global Covid-19 Fintech Market Rapid Assessment Study

At the end of Q1-2020, it became clear that the Covid-19 pandemic would have a significant
impact on the fintech industry in a myriad of ways. To understand how the fintech industry
was reacting and adjusting to market dynamics, operational challenges, and regulatory/policy
shifts due to the pandemic, the CCAF together with the World Bank Group and the World
Economic Forum conducted a rapid global market survey. A total of 1,385 unique fintech
firms, operating in 169 countries were surveyed between June 15 and August 18, 2020.

The study provided a snapshot of how Covid-19 had impacted market dynamics, key
performance indicators, and product and service offerings, and how fintech firms coped
with the initial market shocks and operational challenges. The study also highlighted the
regulatory interventions received and were needed for fintech firms to thrive. It also
provided much needed empirical data to inform market development, industry growth, and
evidence-based regulation and policymaking.

Overall, The Rapid Assessment Study found that fintechs had continued to grow throughout
the pandemic, albeit in a fluid environment mixed with challenges and opportunities. The
performance of the fintech industry is highly uneven across verticals and geographies. For
example, fintech firms operating in the digital lending vertical appeared to be more severely
affected by the pandemic, reporting contractions across many key performance indicators.
Similarly, certain geographic regions seem to have fared better than others. For instance,
fintech markets in EMDEs, and in jurisdictions with more stringent Covid-19 lockdown
measures, appeared to have grown compared to those in AEs, and in jurisdictions with lower
stringency lockdown measures.

However, the pandemic affected fintech firms differently depending on their business
models, with one model - digital lending platforms - contracting. There were also differences
at the regional level. Additionally, activities seemed to have been affected by the severity

of lockdown measures. The 2020 study also identified specific areas where fintechs judged
more regulatory support was needed.

As the Covid-19 pandemic continued to affect the global economic environment, it became necessary to
reassess the situation and determine whether the findings from the first study highlighted to policymakers
were still valid. To this end, our current study, The Global Covid-19 Fintech Market Impact and Industry
Resiliency Study, builds on The Rapid Assessment Study by assessing the medium-to-longer-term impact of
Covid-19 on the fintech industry and includes issues not covered in the original study, in particular, the
customer base of these firms and their potential impact on financial inclusion.

In that context, this report summarizes the findings from a global survey we conducted among fintechs
to provide valuable insights to policymakers and the industry. The survey covered the following subject
matter:
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o Fintech market performance and operational
indicators: We collected data that quantifies
shifts in key market performance and business
operation indicators.

e Industry impact on specific client cohorts:
We evaluated strategic shifts, changes to client-
facing products and services offered, and the
extent to which fintechs have been able to serve
specific types of customers (such as women,
MSMEs, and low-income customers).

o Regulatory and policy needs of the fintech
industry: we collected data related to fintechs’
use of government relief packages and their
involvement as distribution partners in such
relief schemes. The study also looked at the
use of and demand for specific regulatory and
supervisory interventions.

1.2 Methodology

This section outlines the key aspects of our study’s
methodology, including the data source, collection
procedures, data handling, and quality-control
measures.

Data source

The survey used for this report captured primary
data from fintech firms operating in at least one
fintech activity as defined by the CCAF working
taxonomy. The fintech industry underwent a
transformation in 2020; it was the year in which
the way we accessed and used financial services
changed dramatically. Thus, 2020 was an ideal base
from which to conduct much-needed time-series
research. The results of this research will become
acrucial evidence-base to inform best practices,
and governmental and regulatory interventions on

how best to leverage the fintech space in the future.

We collected and compared full-year transaction
and qualitative data for 2019 and 2020 from a
broad base of financial technology firms to assess
the impact of Covid-19 on fintech firms.t To ensure
this database included new key players within the
ecosystem, the CCAF worked with the WBG, the
WEF, and nearly 100 outreach partners comprised
of fintech associations and trade bodies to identify
additional fintech firms to which we could distribute
the survey. It is important to note that the results
presented here represent only those firms that
responded to the survey and not the entire fintech
ecosystem.

For this study, fintech firms are defined as

entities that use digital technology to provide or
enable the provision of financial services online.
Our panel strictly represents a digital financial
entity ecosystem, rather than firms that engage

in activities related to digital financial services
provisioning as part of their larger operations. In
this context, we excluded incumbents or traditional
financial service providers, which for the purpose of
this Survey, are distinguished from fintechs based
onwhether the entity is subject to a full traditional
license.? Finally, we excluded activities related to big
tech firms.® Though big techs increasingly engage

in the provision of digital financial services, such as
lending and payments, their core business model is
often of a non-financial nature and therefore falls
outside of our remit.# In addition, in many cases,
they provide financial services via alliances with
financial intermediaries.

Our panel comprises a sizeable group of fintech
firms, all of which had been operating for at

least one year at the time of the survey and had

a concrete digital presence, from across 12 key
fintech verticals and jurisdictions, capturing a
total of 1,448 qualifying fintech firms globally.®
The CCAF houses a long-standing data-collection
research program for the digital lending and digital
capital raising verticals, and has ten years of time-
series data related to these two verticals. As such,
we can confidently say that our findings for these
two verticals accurately represent the market
reality and its significance.

Since 2020, and introduced in The Rapid Assessment
Study, the CCAF has expanded its data-collection
remit to include an additional ten fintech verticals:
digital payments, insurtech, digital banking and
savings, wealthtech, exchange services, digital
custody, regtech, digital identity, alternative credit
and/or data analytics, and enterprise technology
provisioning. Therefore, this study represents the
first time the CCAF has collected time-series data
from these additional verticals. The results from the
fintech verticals for which the responses received
were substantial and relevant are outlined in
individual chapters. The results from the remaining
fintech verticals are broadly presented in the
overview chapter to indicate market trends.

Itisimportant to note that there may be some data-
collection reporting gaps for these relatively new
verticals in CCAF's field collection. For example, for
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digital payments, differences in the indicators and
the definitions of fintech firms used made it difficult
for us to compare our data related to industry
growth to other reports. For example, reports by
McKinsey & Company Boston Consulting Group
(BCG) use revenues as a key indicator, while this
report relies on transaction values.® In addition, our
definition does not cover incumbents, big techs,

or embedded finance, all of which are included

in other studies. However, the values from our
study do display a similar growing trend. For the
payments universe covered in this report, we

took care to capture global high-value drivers and
thus the panel data analyzed is a comprehensive
cross-section of fintech entities, as defined in

this report, and indicates market trends for this
segment of the payment universe. For insurtechs,
the panel covers only a small part of the universe
(approximately 4%) but we ensured that a robust
sample of insurtech respondents participated in
this study, concentrating on those that had also
participated in The Rapid Assessment Study. Finally,
market provisioning activities are quickly evolving,
and there is not yet a globally accepted definition
of what they encompass. As a result, it is difficult to
determine the exact universe of firms that fall under
this category. As the CCAF continues to conduct
research in this area, the contours of this vertical
will become clearer.

From a country perspective, thereis a gap in

the data from China as the responses received,
especially those of a quantitative nature, were
significantly low. Up until 2018, the Chinese fintech
market dominated the global lending market in
terms of market share. However, local market
developments and regulatory changes have led to a
considerable decline in volumes and global market
share. In 2019, the Chinese market accounted

for 48% of global volume and only 1% in 2020.7
Specific policy measures were implemented by
Chinese authorities to address the risks fintech
brought to the financial system, shifting global
online alternative finance market dynamics and
trends. Even after taking this into account, the
number of responses received leads us to conclude
that Chinais underrepresented in our panel.

Data collection

Distribution of this survey focused initially on
fintechs that responded to the survey used
for The Rapid Assessment Study to ensure

consistency between the original tested panel and
respondents from The 2nd Global Alternative Finance
Benchmarking Report (from now on referred to as
The 2nd Benchmarking Report). Additionally, a fintech
advisory group comprising 68 premier fintech

firms globally were asked to beta-test the survey,
the results of which provided robust data that

went beyond the final distributed survey. These
responses were integrated into the final database.
Fintechs were asked to respond to the survey
through a phased and multi-pronged outreach
campaign. This included social media and news
campaigns to raise awareness of the research, as
well as direct outreach from the CCAF research
team and 89 global, regional, and national survey
outreach partners.

The survey was logic-based, enabling firms to
respond to specific questions based on their
primary vertical, model type, and country of
operation. Firms responded to an average

of 28 questions. The question set included a
series of base questions that all participants
received regardless of fintech vertical (including
demographic and descriptive questions to refine
their position within the taxonomy) and a series
of logic-based questions that were model- or
jurisdiction-specific. Firms thus received only the
subset of questions that applied to their specific
fintech activity. For example, a digital lending firm
was asked questions related to defaults, while an
insurtech firm would have reported on claims.

To reach global fintech markets and enhance
accessibility, the survey was translated into 11
languages (English, French, Italian, Spanish, German,
Portuguese, Japanese, Bahasa Indonesia, Thai,
Korean, and Simplified Chinese). Responses were
collected over nine weeks, from July 1 to September
3,2021. We then extended the deadline by eight
weeks to allow fintechs to complete their survey
entries and the research team to focus on repeat
responses from previous respondents. The cut-off
date for receiving responses was October 31, 2021.
While data collection occurred during the second
half of 2021, the team did not collect data for 2021-
H1 because it could not be compared with the full-
year data from 2019 and 2020.

In addition to direct communication from the
research team, external partners assisted with
outreach to fintechs, for example, with e-mail
communication. The collection criteria was
developed to ensure we obtained input from a
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robust panel of firms across different verticals and
regions, and hence this study captures the largest
primary dataset of fintech firms globally.

Data sanitization, verification, and analysis

In parallel to the data collection, we carried out a
multi-stage verification process, cross-checking
survey responses for anomalies and inconsistencies.
In cases where there were issues such as large
disparities in volumes or missing fields, the research
team contacted the survey respondents to cross-
check and verify the information. The raw data was
sanitized and verified between September 5 and
November 19, 2021.

Once all the data was cleansed and verified

by cross-checking, each entry from a firm was
given a Token-1D and, in compliance with the EU
General Data Protection Regulation (GDPR) and
the University of Cambridge data controller and
protection rules, the raw data was stripped of

all personal or firm-level identifying information
(for example, name of firm, name of contact,

and contact details) and moved to a separate
database. Firms that had also responded to our
first Covid-19 assessment survey were tagged with
their same Token-1D to ensure time-series analysis
capabilities. Analyses were performed against an
anonymized file and reported at an aggregate level
(by vertical or geographical jurisdiction). Only data
in the anonymized and sanitized database was
analyzed. Once data verification and sanitization
had been completed, the analysis team used the
methodologies established by the CCAF’s Global
Alternative Finance Benchmarking program (as
related to quantitative time-series data analysis)
to compare the data against the key trends
investigated in The Rapid Assessment Studly.

Entries that could not be verified or referenced
activities that fell outside the taxonomy being tested
were excluded from the study. In total, we captured
1,448 unique survey entries. Survey respondents
reported the location of their firm’s headquarters
(HQ), other countries in which they operated,

and the fintech activities they facilitated, both at a
vertical level (for example, digital lending) and sub-
vertical or model level (for example, peer-to-peer
business lending within digital lending). While 7% of
firms specified falling under more than one primary
vertical, their responses were applied only to their
primary vertical, ensuring analysis was based on a
single primary vertical. Within a specific vertical,

39% of firms were actively operating in more than
one sub-vertical or model and reported unique
qualitative and quantitative data at the model level.

As well as specifying their fintech vertical activity,
firms responded to both qualitative and quantitative
questions about the country or countries in which
they performed a fintech activity. Thirty percent of
surveyed firms reported substantial operations in
more than one country or jurisdiction. On average,
these multi-jurisdictional firms were operating in
eight countries.

Analyses in this study were conducted at a regional
level (for example, Asia-Pacific) or key national
market (for example, the United Kingdom) based on
the country or jurisdiction in which a firm operated.
For 83% of respondents, the country in which they
operated corresponded to the region in which their
firm was headquartered. The representation of
firms operating in different countries raised firm-
level observations to 4,602. Most analyses were
performed on this dataset. When analyzing at a
sub-vertical level (multi-selected models within a
fintech vertical), firm-level observations further
increased to 6,194 when accounting for specific
sub-vertical level activity in each operational
country. The analysis team used this data for sub-
vertical analyses.

The research team took several steps during data
collection, data cleaning, and data verification

to ensure that all fintech verticals and regions

were fairly represented. To account for potential
response bias in situations where analysis was
based on response averages, results were checked
against a normal distribution and significant outliers
were excluded where appropriate. To minimize

any selection bias, the research team made every
effort to capture firms of all sizes and stages of
development from across each vertical and within
each country by engaging with the relevant regional
partners.

Additional analysis was conducted to account for
the stringency of Covid-19 lockdowns and the level
of economic development of the countries in which
respondents were headquartered. The Covid-19
government responses stringency index, developed
by the Blavatnik School of Government (BSG) at

the University of Oxford, captures and aggregates
data for 19 different indicators of lockdown policy,
economic policy, and health system policy for 2020.8
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Finally, a basic set of regressions were conducted to
further explore the relationship between changes
in the level of activity observed between 2019 and
2020 across different verticals and the following
three main factors:

1. The development level of the countries in which
the firms operate

2. The level of lockdown stringency

3. Firms’ participation in providing government
relief programs (Appendix 3 summarizes the
work conducted.)

1.3 Developing a fintech working
taxonomy

For this study, we developed a working taxonomy
that conceptualizes fintech activities,® while also
considering the sector’s diversity. The taxonomy
includes 12 discrete primary fintech verticals and
88 sub-verticals or models. By either omitting or
combining primary verticals and business models,
this year’s taxonomy refines the one in The Rapid
Assessment Study that included 103 sub-verticals.
For example, digital banking and digital savings

Table 1.1: Fintech taxonomy and classification

Fintech vertical/
business model

Category

were separated in last year’s taxonomy but have
been combined into one primary vertical in this
study. These primary verticals have been further
categorized into two overarching groups: retail
facing (those that provide financial products and
services to consumers, households, and MSMEs, and
which are more likely to be business-to-consumer
(B2C)) and market provisioning (those that enable

or support the infrastructure or key functionalities
of fintech and/or DFS markets, and which are

more likely to be business-to-business (B2B)). It is
worth noting that the language describing market
provisioning fintech activities is quickly evolving,
making it difficult for the CCAF research teamto
approximate the universe of firms that exist within
this category. As the CCAF continues its work to
understand the fintech activities within market
provisioning, we hope to develop a robust and widely
accepted language to establish time-series research
in this arena. Table 1.1 summarizes this taxonomy.
Anoverview of each of the primary fintech verticals
and associated sub-verticals/business models can be
found in Appendix 1.

Sub-verticals/business models included in each vertical

respondents 1253

Digital lending

P2P/marketplace business lending (off-balance-sheet), P2P/marketplace consumer lending (off-
balance-sheet), P2P/marketplace property lending (off-balance-sheet), balance-sheet business
lending, balance-sheet consumer lending, balance-sheet property lending, customer cash
advance or buy now/pay later, debt-based securities/debentures, invoice trading, merchant cash
advance, and crowd-led microfinance

Digital capital raising

Equity crowdfunding, real estate crowdfunding, revenue/profit share crowdfunding, donation
crowdfunding, reward crowdfunding, and community shares

Digital payments

Digital remittances (cross-border P2P), digital remittances (domestic P2P), money transfer
(P2P, P2B, B2P, B2B), e-money issuers, mobile money, acquiring services providers for
merchants, points of access (PoS, mPoS, online PoS), bulk payment solutions, top-ups and

Fcetal\ Facing refills, payment gateways and aggregators, APl hubs for payments, and settlement and clearing

OnsUMers, services providers

Households & - - - - - -

MSMESs) Usage-based insurance, parametric-based insurance, on-demand insurance, claims and risk
Insurtech management solutions, comparison portal, customer management, digital brokers or agents, 10T

Number of (including telematics), P2P insurance, and technical service providers (TSP)

Digital banking and
savings

Neobank/fully digital native bank, marketplace bank, digital micro-savings solutions, digital
moneymarket/fund, agent banking (cash-in, cash-out services), banking-as-a-service (Baa$S), and
savings-as-a-service (SaaS)

Wealthtech

Digital wealth management, financial comparison sites, pension planning, personal financial
management/planning, robo-advisors, and social trading

Exchange services

Central order-book exchange, decentralized exchange (dex) models, derivatives platforms,
institutional brokerage services, OTC services, P2P marketplaces, retail brokerage services, and
trading automation

Digital custody

Co-managed custody, e-money wallets, hardware cryptoasset wallets, hosted cryptoasset
wallets, third-party custody services, and unhosted cryptoasset wallets

respondents 172

Enterprise technology

API management, digital accounting, electronic invoicing, enterprise blockchain, and financial

Alternative credit and/
or data analytics

Market provisioning management and business intelligence
provisioning Restech Profiling and due diligence, risk analytics, dynamic compliance, regulatory reporting, and market
Number of g monitoring

umber o

Alternative credit-rating agency, credit scoring, biometric analytics, psychometric analytics, and
sociometric analytics

Digital identity

Security and biometrics, KYC solutions, and fraud prevention and risk management
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14 Overview of survey respondents

As indicated, the survey dataset contains 1,448 firm-level respondents. Figure 1.1 illustrates the
distribution of the dataset by primary vertical. Digital lending and digital capital raising firms alone make
up more than 60% of the sample size. Most fintech firms that responded to the survey were classified

as conducting retail-facing activities, constituting 87% of the survey sample. The remaining 13% were
classified as conducting market provisioning activities: enterprise technology provisioning constituted
6% of the total sample, followed by regtech (3%), alternative credit and/or data analytics (2%), and digital
identity (1%).

Figure 1.1: Survey sample composition according to primary fintech vertical (total number, percentage of total)

Digital lending (n. 639) - | NN, /76
Digital capital raising (n. 331) | EGTGTczcGNGNGEEEEEEEEEEEEEE 0
Digital payments (n. 125) | NN NN <
Enterprise technology provisioning (n. 86) _ 6%
Insurtech (n.52) | 2%
Regtech (n.50) [ 3%
Digital banking and savings (n.38) [ 3%
Wealthtech (n. 36) - 2%
Exchange services (n. 30) [l 2%

Alternative credit and/or data analytics (n. 25) - 2%

Digital identity (n.21) [l 1%
Digital custody (n. 11) [ 1%
Others (n.4) 0%

0% 10% 20% 30% 40% 50%

A significant proportion of the firms operated in more than one jurisdiction. For retail-facing firms, 16%

of the lending platforms, 25% of the digital capital raising platforms, and 38% of the payments platforms
reported operating in more than one jurisdiction. Although they did not make up a large proportion of
respondents, 50% of firms in all four primary verticals classified as market provisioning reported operating
in more than one country or jurisdiction. Regtechs were active in the highest number of jurisdictions, with
more than 74% of firms registering operational activities in more than one country.

Table 1.2 shows the distribution of respondents and observations by region.

Table 1.2: Respondents and observations by region
(percentage of sample, percentage of country in region represented in sample)

Regi Number of respondents by Number of observations Market share of

gion : ; : o,
region by region observations (%)

Europe 380 1,645 36

APAC 315 941 20

LAC 259 703 15

SSA 98 459 10

North America (US and Canada) 134 275 6

MENA 32 225 5

United Kingdom 124 221 5

China 106 133 3

Total 1,448 4,602

25



Chapter 1. Introduction

Table 1.3: Respondents by primary vertical
(percentage of sample, percentage of country in region represented in sample)

Proportion of firms operating

Primary vertical Number of observations in more than one country (%)
Digital capital raising 1,384 25
Digital lending 1,232 17
Digital payments 444 38
Regtech 403 74
Enterprise technology provisioning 283 47
Insurtech 186 50
Exchange services 139 50
Digital identity 134 62
Alternative credit and/or data analytics 129 60
Wealthtech 99 50
Digital custody 90 55
Digital banking and savings 73 29
Other 6 25
Total 4,602

The respondents were headquartered in 105 jurisdictions and operating in 192 countries at the time of
the survey (Figure 1.2). The countries with the largest number of unique respondents were the United
Kingdom, the United States, India, and Italy.

Figure 1.2: Geographic location of survey respondents (by HQ, operational country, and jurisdiction)
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This study also reports responses against eight regional or national fintech markets, where applicable

and appropriate. These fintech markets include Asia Pacific (excluding China), China (Mainland), Europe
(excluding the UK), the United Kingdom, Latin America and the Caribbean (LAC), the Middle East and
North Africa (MENA), North America (the United States and Canada), and sub-Saharan Africa (SSA). A list
of countries or jurisdictions included in each region can be found in Appendix 2.
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2.1 Market performance of the global fintech industry

Overall, the fintech ecosystem has grown despite the challenges of the pandemic. From 2019 to 2020,
transaction values of retail-facing fintech platforms increased by 47%, reporting USD357.77 billion in 2019
and USD526.21 billionin 2020. Digital payments and digital lending firms remained the top two verticals
by transaction value in 2020. However, an interesting development was the growth in the activity of crypto
exchanges. Firms in this vertical reported a growth of over 800% in their annual transaction value, which
seems to reflect the increased interest of investors in this emerging asset class.

Generally, the rates of growth reported exceeded the expectations of the respondent firms, as indicated
in The Global Rapid Study (which was based on their first six months of activities in 2020), suggesting that
activities grew at a faster pace during the second half of 2020.

Figure 2.1: Retail-facing fintech transaction values (USD): 2019 vs 2020

W 2019UsD 2020 USD WH1%Yoy  BFY %Yoy
Digital payments IR :10.29bn 235.350m LZ;g "
. b
Digital lending I SG'ZgZ%Sbn o ll 20%
Wealthtech . 14.293143171bn E‘l;/;%
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Digital capital raising 13.14bn 33%
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Exchange services [ 51160 33% )
48.66bn 852%
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Digital banking and savings 1.28bn l 27%
- | 0.94bn 36%
Digital custody 'y 3qp l 48%
Insurtech | 01960 B
0.25bn 29%
Obn 50bn 100bn 150bn 200bn 250bn 300bn 350bn

“This figure considers total volumes in 2019 and 2020 for digital lending, excluding China.

Note: The retail-facing total volume for each of the respective verticals shown, denote total value of loan origination successfully transacted
(digital lending), total value of funds raised (digital capital raising), total value of payment transactions per year (digital payments), total
transaction value executed or facilitated (exchange services, digital custody, and wealthtech), total value of accounts held (digital banking and
savings), and total value of gross premiums collected (insurtech)

This growth was evident across all retail-facing verticals, including digital lending firms, which was the
only vertical that had originally estimated a decrease in total transaction values for 2020. Contrary to this
estimation, the data for the whole of 2020 shows that this vertical grew by 20%, suggesting that lending
activities increased in H2-2020. However, it is important to highlight that this growth is largely associated
with platforms in AEs and may relate to the inclusion of fintech platforms as distributors of government-
based Covid-19 schemes in key markets (North America).*®
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Figure 2.2: Number of executed transactions by market provisioning fintechs: 2019 vs 2020

[ 2019 total transactions 2020 total transactions WH1%Yoy  BHFY %YoY
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39.73m 16%
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Fintechs that fell under market provisioning activities also reported a substantial year-on-year growth
across their verticals. This segment includes firms belonging to alternative credit (or data analytics),
enterprise technology provisioning, regtech, and digital identity, all of which focus on service providers
as consumers. Because firms operating within these models provide services to other financial service
providers, incumbents or fintechs, we could not ask these firms to provide a dollar value to their B2B
contracts. Instead, we asked them to provide data on the number of transactions they executed or
processed on behalf of their clients in 2020.

In these market provisioning firms, the number of transactions grew by 117%, from 538 million in 2019 to
1.14 billion in 2020. Enterprise technology provisioning and regtech grew at pace and remained the models
with the highest transaction activity.
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Fintechs' use of digital assets during the pandemic

Fintech firms are enabling the use of digital assets across their activities.

In 2020, most retail-facing fintech firms (65%) increased their use of digital assets, especially electronic
money. All respondents from the exchange services and digital custody fintech verticals used digital assets,
particularly native cryptoassets#® and e-money.

Figure 2.3(a): Use of digital assets in 2020: all fintech verticals

Fintech firms that did not enable.  Proportion of use by digital asset type

the use of digital assets .Advanced economies EMDEs
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Exchange services and digital custody fintechs are the most digitally enabled verticals,
with 100% off respondents using at least one asset type.
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There was substantial market growth in the exchange services and digital custody verticals in 2020.

Both the exchange services and digital custody verticals reported more than 800% growth in 2020 from
2019 in absolute transaction value delivered to end-users. The top business models contributing more than
90% of the transaction volumes were concentrated within retail brokerage services, central order-book
exchanges, and third-party custody services.
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Table 2.1: 2019-2020 market share of transaction values (USD): exchange services and digital custody

. . . . 2019 total 2019 vertical 2020 total 2020 vertical  Top three countries by
Primary vertical Sub-verticals volume (USD) marketshare (%) volume (USD) marketshare (%) vertical share
Exchange services Retail brokerage services 2.3bn 42.10 28.8bn 59.15 United Kingdom, United
5 Central order-book exchange 2.4bn 43.20 16.2bn 33.21 States, and India
. . . Nigeria, China, and
Digital custody Third-party custody services 936.3m 99.78 1.4bn 97.55 United States

While most fintech firms predominantly used digital assets to enable payment services, exchange
services and digital custody fintechs placed a greater emphasis on investment facilitation.

Figure 2.3(b): Purpose of use of digital assets in 2020: Figure 2.3(c): Purpose of use of digital assets in 2020:

all fintech verticals exchange services and digital custody
Fintechs' digital assets purpose Fintechs' digital assets purpose

. Advanced economies EMDEs .Advanced economies EMDEs
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33%
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In 2020, fintech firms noted an 11% increase in crypto and forex volatility risks against their 2019
perceived risks of these disruptors.

Exchange services and digital custody firms reported that crypto and volatility risks had more than
doubled.

Figure 2.3(d): Change in crypto price and forex volatility (percentage, year-on-year) in 2020: all fintech verticals

YoY percentage increase in fintechs' potential disruptors YoY percentage increase for exchange services and digital custody
M Crypto price volatility FX volatility M Crypto price volatility FX volatility

20%
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20%
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2.2 Marketresilience and financial health

Using their 2019 experience as a benchmark, firms were asked to compare how key performance and cost

indicators changed in 2020 due to the pandemic.

Challenges faced by fintech firms in 2020

Overall, firms reported a higher increase in operational challenges such as unsuccessful transactions and
agency downtime, with platform downtime declining slightly.

Figure 2.4: Operational performance indicators (percentage change, year-on-year): all fintech verticals

M Platform downtime .Agent or partner downtime
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Market provisioning -3%

-10% -5% 0%

As shown in Figure 2.4, of retail-oriented fintechs
faced more operational challenges than market
provisioning ones. In terms of business model, the
retail-oriented exchange services firms, and digital
banking and savings firms were the hardest hitin
terms of unsuccessful transactions and platform
downtime. Regarding agent or partner downtime,
digital payments and digital lending saw the largest
increases. In contrast, the smallest increase in all
three metrics was seen in insurtech firms.

Market provisioning firms showed a decrease in
platform downtime, agent or partner downtime,
and unsuccessful transactions caused by the sharp
decline of enterprise technology provisioning firms.

[l Unsuccessful transactions
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Firms also reported an increase in the number of
full-time equivalent employees (FTEs), although
this increase is slightly smaller than the estimated
values presented in The Rapid Assessment Study in
H1-2020.%* The increase in the number of FTEs
was mainly driven by alternative credit and/or data
analytics, regtech, and digital identity firms.

Although this study does not track nominal

annual expenditure change, it does provide a
snapshot of how a company’s cost structure across
various expenditure categories changed in 2020
against a 2019 benchmark. Firms reported an
increase in all costs, the only exception being fixed
costs (associated with office or other physical
workspaces).

Figure 2.5: Changes to cost structure (percentage change, year-on-year): all fintech verticals
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For all fintechs, the highest increases were in R&D
costs, followed closely by cybersecurity costs and
data storage costs. The increases in R&D expenses
seem to correlate with the innovation expected in
these firms. The increase in cybersecurity costs
seems directly related to the concerns expressed
inthe 2020 study about increased cybersecurity
risks and suggests that firms are responding to
these challenges The increase in data storage costs
is higher than fintechs had anticipated in The Rapid
Assessment Study, while customer onboarding costs
remained the same.*?

In contrast, HR, regulatory and compliance, and
fixed costs differed between retail-facing and
market provisioning companies. The higher increase
in HR costs for market provisioning firms is not
surprising given the increase in the number of FTEs
reported. In terms of retail-facing platforms, digital
banking and savings, digital lending, and wealthtech
firms observed an above-average increase in HR
costs. However, regtech business models from
market provisioning fintechs reported the highest
increases in HR costs. Retail-facing fintechs
reported much higher increases in regulatory and
compliance costs than market provisioning firms.
This increase was mainly due to the retail-facing
digital banking and savings, wealthtech, digital

lending, and digital payment firms. In contrast,
enterprise technology provisioning firms in the
market provisioning sector experienced a decrease
in regulatory and compliance costs.

Regarding fixed costs, market provisioning firms
reported greater decreases than retail-facing firms.
This was especially true for insurtech and regtech
firms. Those firms that saw sharp declines in their
fixed costs were mainly in jurisdictions with high
stringency lockdown measures, suggesting that
demand for office space has decreased due to
stricter social distancing measures and work-from-
home procedures.

Financial positioning changes in 2020

On average, firms noted substantial increases in
their revenue and fiscal year turnover® compared
to 2019. Market provisioning firms reported higher
increases in both growth indicators compared to
retail-facing firms. This contrasts with the findings
from our first study in which firms anticipated their
revenue and turnover would decrease. However,
our data for the full year now shows that globally,
fintech firms have not only matched but have
exceeded turnover targets for 2020.

Figure 2.6: Impact of Covid-19 on (a) revenue and fiscal turnover, (b) capital reserves and current valuation, and

(c) planned and future fundraising activity (percentage

change, year-on-year): all fintech verticals
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The observations also apply to capital reserves, valuations, and fundraising. In The Rapid Assessment Studly,
firms reported they expected the pandemic to negatively impact all these indicators. And again, one year
later, fintechs reported increases across the board. Overall, these improvements seem to reflect firms’
confidence and, potentially, that of investors in the current health and prospects of the industry. Market
provisioning platforms reported higher expectations in future equity fundraising compared to retail-facing
firms which expected greater increases in future debt fundraising than market provisioning platforms.

2.3 Market dynamics

Fintech changes in policies, products, and services in response to Covid-19

Fintech firms responded to Covid-19 by changing their existing terms, products, and service agreements.
Of the surveyed firms, 89% reported making two or more changes to their existing products or services.

In most cases, these changes continued throughout 2020 or were permanently adopted. While all fintechs
responded to the pandemic, how they implemented changes to their products, services, and policies varied.

Figure 2.7(a): Top ten implemented changes to existing products, services, and agreements (percentage of
respondents): all fintech verticals
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Figure 2.7(b): Implementation status of changes to existing products, services, and agreements: all fintech verticals
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Overall, more than one-third of fintechs prioritized
enhancing cybersecurity features and fraud
prevention in 2020. These changes might be in
response to the increase in cybersecurity risks
that firms reported. Nearly all respondents noted
that changes related to cybersecurity and fraud
prevention either continued throughout 2020 or
were permanently adopted.*

Approximately 73% of firms also prioritized changing
their price setting. Retail-facing firms reduced or
waived fees/commissions, while those from market
provisioning verticals introduced payment plans. A
significant number of fintechs reported they will be
permanently adopting the fee/commission waiver

40% 60% 80%

100%

and reduction features, however, over one-third of
firms had discontinued these pricing changes as they
directly affected their revenue. Fintechs belonging
to digital payments, digital custody, and exchange
services reported implementing more price
structure changes relative to other verticals.

How clients were onboarded was also one of the top
changes in pricing/policy that firms implemented,
with 17% tightening qualification criteria and easing
onboarding processes. Most firms reported that
these changes had continued throughout 2020 or
will be permanently adopted.
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Impact of cybersecurity risks on fintech operations

Fintech firms saw a rise in the number of cybersecurity attacks, but no significant increase

in breaches.

In 2020, respondent fintechs reported an increase in cybersecurity attacks, particularly against retail-
facing activities, and firms in EMDEs and jurisdictions with high stringency lockdown measures. Despite
anincrease in attacks, firms reported no significant change in successful cybersecurity breaches and fewer

instances of external data leaks.

Figure 2.8(a): Change in potential cybersecurity disruptions (percentage change, year-on-year) by economic
development and lockdown stringency: all fintech verticals
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Fintechs increased their budgets for cybersecurity, fraud prevention, and data safety.

The resilience against increased cybersecurity risks may be attributed to firms substantially increasing
their investment in cybersecurity and related costs. Globally, fintechs’ highest increases in expenditure
were related to cybersecurity costs, followed by data storage costs, compared to their 2019 expenditure.

Figure 2.8(b): Change in cost structure to cybersecurity features (percentage change, year-on-year) by economic
development and lockdown stringency: all fintech verticals.
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Cost structure changes of all fintechs: EMDEs vs AEs Cost structure changes of all fintechs: by lockdown stringency index
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To combat cybersecurity risks, firms enhanced their product and service offerings.

Enhanced cybersecurity features and fraud-prevention measures were the top two policy and service
changes adopted by fintechs globally. Firms reported that these adjustments resulted in permanent
changes to their business model, positively impacting their business operations.

Figure 2.8(c): 2020 top five pricing changes, implementation status, and impact of changes to cybersecurity
features by economic development: all fintech verticals
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Firms used regulatory support related to cybersecurity.

One of the top regulatory interventions that fintech firms used was for standardizing cybersecurity and
fraud-prevention measures. Globally, firms perceived this intervention as sufficient according to their
expectations of their regulator. Additionally, in a limited number of jurisdictions, regulators also focused
on the potential dangers of increased cybersecurity attacks and in 2020 imposed mandated regulatory
changes related to cybersecurity protocols.

Figure 2.8(d): 2020 top five regulatory support measures used and mandatory regulatory changes by economic
development: all fintech verticals
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