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Fintech in 2022: Four Trends That Will Shape Financial Services in 2022

Introduction

In this quarterly update for Mastercard Start Path Corporate Members we look at some of the key trends
which are shaping fintech and likely to grow in importance in 2022. We consider how fintechs are
improving supply chains through digitization, the increasing prominence of digital currencies, impact of
sustainability-focused fintechs, and the intersection of fintech and marketplaces.

Q3 2021 Fintech Funding Update

In Q3 2021, fintech companies globally raised USS 31.8B in venture capital across 1,185 deals. Despite
the 15% drop over the record Q2 2021 deal value as reported by CBInsights, Q3 2021 still marks as the
second-highest quarter in global funding ever. The year-to-date global funding in 2021 is at US$94.7 B
and is more than twice the total value in posted in 2020 .

Deal volume had a negligible drop of 1%. This slip is explained by softer funding in Europe and Latin
America, down by 47% and 56% respectively, compared to Q2 values. “Mega Deals” worth more than
USS 100M, continued strong at 94 for the period, although early-stage deals accounted for nearly two
thirds of deals.

The quarter also spurred 43 new fintech unicorns across the globe, marking this the third consecutive
guarter where mega-rounds have driven majority of the global fintech funding.

Figure 1.1: Update on global Fintech funding Q3 2021

Global Fintech Investment USS B

2016 2017 2018 2019 2020 Q121 Q221 Q321
Deal Value §23.5 §23.1 $48.3 $43.9 $43.1 $22.8 $36.8 $31.1B
USSB
Deals 1,609 1,976 2,390 2,361 2,081 614 1,209 1,185

Asian fintech deals reached a record high of 307 deals, totaling USS 5.9B, marking 5 consecutive
quarters of growth. North America leads in total Q3 2021 funding and deals, followed by Asia and
Europe.

Figure 1.2: Update on destination of global Fintech funding Q3 2021

Geographic Breakdown

NAM EUR | ASIA LATAM MEA
Q121 56% 22% | 17% 4% 1%
Q221 54% 13% | 24% 8% 1%
Q321 50% 18% | 22% 8% 2%
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Source: KoreFusion Analysis based on CBInsights and PitchBook, Australia is included in Asia, *Q2 data

presented herein is updated to reflect data made available after June 2021 and not available in the prior
Fintech Paper.

Fintechs & Marketplaces

As described in our last quarterly report, the explosive growth of online sales accelerated the growth of
commerce-related fintechs and created tighter integrations between fintech and e-commerce. This is
particularly true amongst Marketplaces, where fintechs are quickly becoming indispensable partners to
many of the world’s leading platforms. A look at recent analysis compiled by dealroom.co shows why this
is the case: Fintech-enabled Marketplaces, which embed fintechs and financial services, have a higher
valuation multiple than stand-alone marketplaces or financial services.!
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A closer examination shows that fintechs are creating value for a range of participants within the
ecosystems created by marketplaces, as well as the marketplaces themselves. A key area where
fintechs are creating value for Marketplace merchants and customers alike is with credit and financing.
This year has been a banner year for Buy-Now-Pay-Later companies that provide purchase financing for
customers. The value created by these fintechs resides not only in their ability to provide financing, but
also in building markets. In this regard, marketplaces are proving to be valuable channel partners for
BNPL fintechs as well as becoming fintechs in their own right. Some marketplaces such as Amazon and
Lazada have taken a partnership route with fintechs to power BNPL services. Notably, both Amazon and
Shopify inked deals this year with Affirm to power their BNPL offerings.2 Meanwhile, other marketplace

! https://dealroom.co/blog/fintech-and-online-marketplaces

2 https://tearsheet.co/payments/affirms-new-deal-with-shopify-bakes-it-into-shop-pay-installments/
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platforms such as Shopee and Alibaba have developed more in-house capabilities.> Point of sale
financing is also becoming verticalized, with lending-as-a-service companies such as Wisetack (US)
enabling contractors to offer point-of-sale financing through specialized marketplaces such as Joist and
Honeybook. These types of financing tools are becoming increasingly important to expand the base of
potential customers and drive conversion rates in e-commerce.

On the merchant side, 2021 witnessed the growth of numerous merchant finance providers including
the roll-out of merchant financing from payment providers (Stripe, PayPal) and from e-commerce
platforms (Amazon, Shopify). In B2B marketplaces, Faire provides 60-day terms directly on the platform
to help buyers purchase and test inventory in store before payment. Given the significant venture
funding received by credit providers on both sides (consumer and merchant), it is likely that 2022 will
see significant growth and ongoing interest in Marketplace based financing.

In addition to benefitting Marketplace buyers and seller, fintechs are also directly creating enterprise
value for the Marketplaces. Significant value creation continues to occur around Marketplace payments.
One payments company which is blurring the lines between fintech and Marketplace is Stripe, which has
created payments products specifically designed for would-be Marketplaces to get up and running
quickly. Stripe launched a number of out-of-the-box payments products purpose built for Marketplaces
with features such integrated KYC and merchant onboarding as well as disbursement features such as
mass payouts and cross border payout management. Other fintechs, such as Checkr and Mati are
providing KYC products to help marketplaces better verify gig-works.

Research published by Nuvei cited 59% of Marketplace customers remain loyal to a Marketplace due to
payment speed while 13% of sellers switch Marketplace platforms due to unsatisfactory payment
processes.* Additionally, according to PYMTs.com 63% of SMBs would switch to a different Marketplace
if it meant they would receive faster payouts.® Fintechs are working to respond to these pain points and
will continue to make advances in the coming year. One such fintech is Start Path alumni Shieldpay
which has launched Paycast as a solution for marketplaces, offering marketplace sellers to get paid and
do business. Paycast enables marketplaces to hold funds in escrow between buyers and sellers until the
conditions of sale have been verified. The ability for marketplace sellers to access these funds
immediately on a virtual card provides choice and the ability to access proceeds quickly and securely.

Sustainable Finance
Sustainable finance has attracted considerable attention in 2021 and looks to become even more

important in the coming year, with implications for a wide range of sectors including fintechs.
Sustainable finance is generally considered to refer to finance activities that include Environmental,

https://www.retailwire.com/discussion/amazon-finally-catches-the-buy-now-pay-later-wave/

3 https://unapay.com.ph/blog/lazada-loans-vs-shopee-spaylater-which-is-better

4 https://nuvei.com/insights/articles/online-marketplaces-how-payment-technology-can-simplify-a-
complex-web/

5 https://www.pymnts.com/disbursements/2021/deep-dive-why-integrating-instant-payments-for-
sellers-is-key-for-the-online-marketplace-of-the-future/
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Social, and Governance (ESG) factors. These investing precepts have been building momentum and the
importance of the trend was demonstrated in the recent COP26 meetings in Glasgow. Twenty
countries, including Canada and the USA, committed to cease financing foreign fossil fuel projects by the
end of 2022.° The conference also saw many of the world’s most influential central bankers and
financiers commit USS 130T to the “Net-Zero Pledge” whereby they will direct invested assets towards
investment vehicles that will help achieve net zero carbon emissions by mid-century.” These capital
allocation commitments are already having an influence across a range of industries, and will likely have
an impact on fintech investments, products and new ventures in the future.

Sustainable investing and a shifting emphasis towards green products is increasingly manifested in
fintech product decisions and business models with a host of innovations being introduced by startup
companies.

Creating transparency and accountability in the ESG space is a key requirement and Mastercard
has announced a partnership with Start Path participant Doconomy to create the Mastercard
Carbon Calculator, to inform card holders about the carbon footprint of their purchases and
enable them to make mindful spending decisions and contribute to forest restoration.®

At an industry level, ESG accountability is now being addressed by the blockchain startup and
Start Path particpantSTACS, which announced a partnership with the Monetary Authority of
Singapore to develop a blockchain based ESG data and certification registry.® In addition to
creating carbon transparency, fintechs are actively developing business models that embed the
principles of ESG. The California based challenger bank Aspiration is an example of a fintech
which has built sustainable finance principles into its corporate mandate and products. In
addition to its pledge to not invest in fossil fuel industries, the bank offers socially conscious
initiatives like ‘Aspiration plus” which offsets CO2 emissions for every gallon of gas purchased
by the customer. These initiatives seem to be resonating, as they recently doubled their user
base to ~5M users.’® TreeCard is an organization which offers a wooden pre-paid card, and for
every payment made on the Treecard a portion of the interchange fee is donated by
Mastercard to TreeCard to support reforestation.

The Swedish fintech Trine is a good instance of a startup that built its mission around the
principles of sustainable finance. Trine enables individuals to fund solar energy businesses in

5 https://www.reuters.com/business/cop/19-countries-plan-cop26-deal-end-financing-fossil-fuels-abroad-sources-
2021-11-03/

7 https://www.bloomberg.com/news/articles/2021-11-02/carney-s-climate-alliance-crests-130-trillion-as-pledges-
soar

8 https://doconomy.com/doconomy-mastercard-global-standard-carbon-calculator/

9 https://fintechnews.sg/57112/singapore-fintech-festival-2021/mas-and-stacs-join-forces-to-build-blockchain-
based-esg-registry/

10 https://www.netguru.com/blog/sustainable-finance
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emerging markets through crowdfunding campaigns. Since 2015 (founding year), Trine invested
over EUR 50M raised from over 12,000 investors and thereby reducing 400,000 tons of CO2.*!

Moving downstream from fintechs like Trine which raise funds, the impacts of sustainable investing can
be felt in the developing world by innovative startups which are blending opportunities in green energy
with financial inclusion. One such company is Baobabplus, which works at the intersection of green
energy and financial inclusion, by providing solar panels, financing and mobile money applications in
rural Africa. The fintech aspect of their business was largely driven by a need to provide financing and
payments capabilities for people with little financial history who may not have a way to make loan
repayments. The company is part of the Baobab Group, and has equipped 220,000 homes and
estimates reducing CO2 emissions by 210,000 tons.

Fintechs & Supply Chain Digitization

The topic of supply chains has moved into the forefront as the world emerges from Covid-19 and finds
itself snarled in supply chain bottlenecks. Behind the challenges this creates for end consumers sits a
complex network of interconnections between buyers and sellers which has been tested over the last 18
months. Next year we hope to see reduced supply chain friction thanks to fintechs and regulators who
are working in tandem to create supply chain efficiency and ensure the consistent and smooth movement
of goods.

Fintechs are capitalizing on the need for improved supply chain digitization across a number of areas.
They are leading the way in Accounts Payable and Accounts Receivable automation, responding to
regulatory demands for greater e-invoicing and e-taxation, and increasing the efficiency of B2B
marketplaces.

The efforts of private sector companies to reduce supply chain friction are supported and encouraged by
the public sector and regulators. There are numerous important public sector initiatives that will
accelerate this trend in next year. Originating in Europe, the Pan-European Public Procurement Online
(“PEPPOL”) standard is series of specifications and protocols which mandate digital procurement from
European governments. This standard is gaining traction globally and is used by providers in 39 countries.
Startups such as Bookipi and Hypercurrent (Australia), Sesami (Singapore) and Unimarket (NZ) offer
PEPPOL compliant procurement tools.? Many of these solutions go beyond AP/AR to incorporate adjacent
fintech services such as marketplaces and payments or are designed specifically for the financial industry.
For example, the Australian startup Bookipi has bundled payment acceptance and a range of backend
business tools, while Sesami has focused on enabling a marketplace function through which buyers and
suppliers can connect and transact. Both models have seen meaningful adoption, with over 750 thousand
businesses using Bookipi and nearly $2 Billion of e-Invoice value transacted on Sesami, which suggests the
opportunities for innovation across the procurement value chain and the ability for startups to expand
with bundled offerings in the space. Mastercard Track also addresses supply chain digitization by
connecting businesses, financial institutions and non-Fls to reduce complexity and costs in procurement.

1 https://www.netguru.com/blog/sustainable-finance
12 https://peppol.eu/what-is-peppol/peppol-country-profiles/
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Solutions such as these are immediately relevant to banks and other financial institutions that are
planning integration into third party business software, or serving as direct partners.

The Digital Currency Economy

From Central Bank Digital Currencies (CBDC) to Decentralized Finance (DeFi), Non-Fungible Tokens
(NFTs) and Decentralized Autonomous Organisations (DAQOs), 2021 was a year full of acronyms and 2022
promises to continue and grow the digital currency economy. While the growth of crypto currencies
continues to polarize opinions regarding the long-term prospects of their value, 2021 ushered in the
adoption of the underlying technology, blockchain, by central banks. No fewer than 87 countries,
representing 90% of the worlds GDP, are exploring the use of CBDCs as of Q4, 2021.** This number
compares to 35 countries in May 2020.1* A total of 7 countries have fully launched digital currencies,
with an additional 16 in the pilot stage of exploring CBDCs on a limited basis.’> Nigeria, which launched
the e-Naira in October, is the most recent member to the CBDC club. Launched alongside its own app
(the e-Naira wallet), e-Naira targets a number of use cases including domestic and cross border P2P
remittances and trade payments, driving financial inclusion, fighting counterfeiting and reducing cash
handling costs for businesses.’® Despite some teething problems with early users the app was removed
from the Google Play Store for upgrades and improvements and was later successfully re-launched with
close to 400,000 wallets downloaded in the first week and over N46.3 million ($113,000) in transactions
in its first two weeks.'’

A look at other iterations of CBDC globally reveals a wide range of potential applications and rationales
for their use. Broadly speaking CBDCs fall into two use cases: retail and wholesale. The e-Naria is a
powerful example of some of the retail use cases which often include remittances, payments, and
financial inclusion. Other governments, such as Singapore, the UAE, Saudi Arabia, Austria, and
Switzerland have been working towards developing CBDCs which target wholesale use cases.

Proceeding beyond the issuance of CBDCs, El Salvador announced in September that it would adopt
Bitcoin as legal tender. To support adoption, the country launched the digital wallet “Chivo” and
announced it would give US $30 in Bitcoin to citizens who downloaded the application.® Media reports
that the countries initial investment in the crypto currency was relatively modest, at 400 Bitcoin.®
However, user adoption was significant with more than 3M people (46% of the population) downloading

13 https://www.atlanticcouncil.org/cbdctracker/

4 https://www.atlanticcouncil.org/cbdctracker/

15 https://www.atlanticcouncil.org/cbdctracker/

16 https://enaira.gov.ng/

7 https://guardian.ng/news/google-restores-enaira-speed-wallet-to-play-store/;
https://nairametrics.com/2021/11/09/cbn-enaira-completed-n46-3million-worth-of-transactions-in-less-than-
2weeks/ https://nairametrics.com/2021/11/09/cbn-enaira-completed-n46-3million-worth-of-transactions-in-less-
than-2weeks/

18 https://www.investopedia.com/el-salvador-accepts-bitcoin-as-legal-tender-5200470

19 https://www.investopedia.com/el-salvador-accepts-bitcoin-as-leqal-tender-5200470
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Chivo in the first month, more than the number of people who have a bank account in the country.?°
The push towards currency digitization may have significant impacts as a catalyst to accelerate the
development and adoption of a range of fintech products and services which is a trend to watch out for
in 2022 and beyond. No discussion of Cryptocurrency in 2021 would be complete without noting the
associated rise of other business models and assets enabled by blockchain technology. Of relevance is
the significant investment in and interest in Decentralized Finance, which looks to continue its growth in
2022. Earlier this summer we announced the launch of a new crypto track to support the best and
brightest crypto companies to achieve scale. From creating a marketplace for non-fungible tokens (NFTs)
to building an air-gapped cold vault to enabling new sustainable digital assets, seven global crypto and
digital assets startups join Mastercard’s award-winning Start Path program to access partnership
opportunities, insights and tools to grow. As a continuation of Mastercard’s digital assets work, seven
startups have joined the program, including - GK8, Domain Money, Mintable, SupraOracles, STACS,
Taurus, and Uphold, and together with Mastercard seek to expand and accelerate innovation around
digital asset technology and make it safer and easier for people and institutions to buy, spend and hold
cryptocurrencies and digital assets. With the expansion of Start Path to include fast-growing crypto,
blockchain and digital assets startups, Mastercard is providing access to its latest tools and solutions to
help these companies scale their innovations and cutting-edge technologies. These startups use the
program to connect with our ecosystem of banks, merchants, partners and digital players across the
globe to deliver new solutions.

Conclusion

While the four trends discussed in this paper were observed at the beginning of the year, this year saw
each accelerate and next year will likely see their importance grow. Each trend presents a unique set of
challenges on and opportunities for traditional banks, which will need to consider how their partnership,
product, asset allocation and innovation strategies will adapt to capitalize on the opportunities while
minimizing risks.

Digital Transformation will play a crucial role in 2022, particularly across financial services and fintechs,
as the pandemic continues to create momentum in the use of digital channels and reshape preferences
and behaviors of consumers.

The year 2021 has already seen fintech startups responding to key challenges and opportunities:

e Consumers are more likely to transact on digital channels than for physical touchpoints, not just
for everyday transactions and payments but also for high-end products such as applying for
loan, paying bills, or even receiving financial advice.

e Governments, regulators, and other large corporates around the world are pledging towards
implementing climate related policies and frameworks to pave way to greener finance.

20 https://www.forbes.com/sites/theapothecary/2021/10/07/in-el-salvador-more-people-have-bitcoin-
wallets-than-traditional-bank-accounts/?sh=3c1537dc20b5
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Sustainability will be a visible trend as banks look to embed ESG initiatives across every aspect of
their business, and their interactions with end consumers, vendors, stakeholders.

e Demand for immediacy of payments is high, especially for SMEs who are looking to grow and
expand into new geographies. Innovative finance and growth opportunities being set up by
Marketplaces is a growing area of interest and will ease the uplift required for SMEs to conduct
and grow their businesses digitally.

Fintech Call Outs
Wisetack

Wisetack is a San Francisco based, API driven start-up that provides a Buy-Now-Pay-Later solution for in-
person service-based businesses such as HVAC contractors or plumbers in the US. They offer consumers
the option to pay in installments over 3-60 months and make money by charging a processing fee to the
merchants and an interest rate ranging between 0-29% to the borrowers.

Wisetack raised a USS 45 M Series B funding round led by Insight Partners, Greylock Partners and Bain
Capital Ventures in September 2021 bringing total funding to USS 64 M since its inception in 2018. The
new funding is to be used for expansion into other verticals like auto-repair, legal services, etc. and to

double the workforce.

Aspiration bank

Founded in 2013, Aspiration is a Los Angeles based neo-bank that provides financial services with a
focus on sustainability and conscious consumerism. Their products and services enable customers to go
green by providing visibility into the environmental impact of the consumers’ shopping habits. They
have also launched several initiatives such as “the matching feature” where Aspiration plants a tree for
every debit card purchase made (consumers must choose to round up to the nearest dollar).

Aspiration raised USS 135 M in a Series C led by Alpha Edison in May 2021 to expand products and
services. Latest funding brings their total capital raised to US$ 200 M since inception with a total
customer base of 1.5M in the US and USS 4B in transactions.?

21 https://techcrunch.com/2020/05/21/aspiration-the-la-based-fintech-focused-on-conscious-consumerism-raises-
135-million/
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