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rom disruptor to collaborator,
what'’s the future for fintech?

Financial technology, or fintech, has indeed come into its own. It has evolved from start-ups disrupting incumbent banks
and financial institutions through their innovations to working in tandem with them and strengthening the financial
ecosystem—including payments, loans and investments. At the second edition of the Mint Fintech Summit, held in
Mumbai on 23 June, leaders from the sector discussed the current status and future scope of fintech in an increasingly
connected world. Here are the highlights of the event:

‘Aadhaar and India Stack are revolutionary ideas’
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Vaidyanathan, founder

and executive chairman of

Capital First Ltd, a financial

institution specializing in

providing debt financing to

small-and medium-sized firms and con-
sumers, says going digital isa sure path to
successfor companies. He buttressed the
point by highlighting the explosi
growthin the number of connected devi-
cos

The number of connected devices
grew [rom 0.5 billionin 2005 to 8 billion
in2015. This number is set to grow 1050
billion in 2020 and a trillion in
Vaidyanathan said in his special address
on the theme Digitally Disrupting the
Financial World,at the Mint Fintech Sum-
mit in Mumb
aidyanathan u)mpdl((l the largest
companies by market cap in 2006 with
those in 2017. In 2006, he noted, these
firms included Exxon Mobil Corp., Gen-
eral Electric Co., Microsoft Corp.,
group Inc., BP Pleand Royal Dutch Shell

V. Vaidyanathan, founder and executive chairman of Capital First.

Ple. In 2017, however, the companics by
marketvalueare Apple Inc., Google Inc
Microsolt, Amazon.com Inc. and Face-
book Inc.
“Thereare twonoticeable differences:
the market cap of Apple is almost twice
[ Exxon Mobil and all the firms in
2017 are from the technology sector. This
trend is definitely indicative of a major
disruption inour world,” he added.
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Likening digital growth to Moore’s
Law, Vaidyanathan said digital had
increased consumerwelfare in the form of
reduced prices and hasmade possible the
advent of faster and smarter computers,
aided by artificial intelligence.

“Let us think about the work fintech
companies and start-ups have accom-
plished by banking the micro-markets
that no traditional bank would finance.

The current scenario, as I'seeit, isone of

collaboration instead of competition,
between banks and fintech companies,”
he said.

But all progress is not directed at the
digital space, cautioned Vaidyanathan.
“Compan ncreasingly going ‘phy-
gital’ (acombination of the terms physical
and digital) because the lines lwl\\u
c-commerce and bricks-and-mortar
stores are blurring, as we have recently
seenin Wal-Mart'sacquisition of Jet.com
and Amazon’s purchase of Whole Foods.”

But the matters of most importance in
the Indian conty cording to Vaidya-
nathan, relate to Aadhaar—the initia
givingaunique identity number toevery
Indian—and the Indlia 1setofappli-
cation programming interfaces to cnable
e-governance services. “These twoideas
arerevolutionary and will be indispensa-
ble in curbing tax evasion due to the
recentlinkage mandate of the PAN, Aad-
haarand the taxpayer’s mobile number.
Outof25 crore PAN holders, only +crore
are taxpayers. Therefore, the linkage
mandate will immensely help in a situa-
tion where there are multiple PANs and
bankaccounts foragivenindividual,” he
said.

Fintech is now an innovator and enabler, says Neha Punater
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hereissomething new in the fintech
T space every day. Traditionally., it
was thought to be a disruptor b
aninnovatorand enable
Punater, partner and head (digital strat-
cgy, innovation and fintech) at KPMG
India, said in her keynote speech at the
Mint Fintech Summit in Mumbai.
“It(the disruption) has become sowith
thehelpoftraditional institutions and we
must understand that this can only hap-
penon the basis of trust,” she said.
“This industry is definitely a force to
reckonwith,” Punateradded, pointing out
that the global annual growth of the fin-
tech sectorat ? not led by volume
expansion but by investment, which
shows investor confidence in the space.
“Compared toabout 12,000 global start-
ups, there are about 900 Indian fintech
firms—andover 120 of them were started

Neha Punater, partner and head (digital
strategy, innovation and fintech) at KPMG
India

in2016alone. Aninvestmentof$2.25 bil-
lionhasbeen infusedinto Indian fintechs
rom 2010 to 2016, she added.

The Indian fintech market, according
{0 her, typically mirrors global trends.
“Payments-related companies have the
highest market share at 25% in India and
in the world. Payments, lending and

wealth management are growing, while
P2P (peer-to-peer) lending, blockchains
and payment banks are still na:
payments-related activitiesar
business-to-consumer space but we
haven'tseen much happeningon the busi-
ness-to-business side,” she added.
‘erming payments “the crownjewel of
Indian fintech”, Punater said demonetiza-
tionofhigh-value banknotesin November
had definitely provided aboost to the sec-
torby increasingawareness and adoption
of fintech. According to her, there was a
2% increase involume of transactions
through prepaid paymentinstruments—
up from 97 million transactions in Sep-
tember 2016 to 342 million in March.
Onthelending sector, shesaid, “When
youlookatfintech lending, itis driven by
theneed to fund small businesses and pri-
vate consumption at all levels. Fintech
lenders are evolving in two way
tech companies are acting as a ma
place between lenders and consume
essentially, an Amazon.com for financial

native lenders.” Morcover, they have
begun to carry the risk of the loans “on
theirown books™.
Accordingto Punater, wealth techis the
third-largest sector in the fintech space
and s still relatively small. “If we look at
the mutual funds penetration in India by
any metric and compare it to the global
value, it low. Indians traditionally
prefer other asset classes such as gold or
realestate o investin,” she said.
alkingabout fintech growth driversin
India, Punater cited “increased mobile
and Internet penetration” on the pay-
mentsside, inaddition to higher interna-
lmmlln'nmunw . “In the lending sector
amajor demand driveris the swift proc-
essing cycle; many micro, small and
mmlmm enterprise customers struggle
with thelongeycles they encounterwith
banks, and in a lot of cases, it is too late
when they receive the loans,” she said.
Fintechlenders, sheadded, arealso get-
ting help from the increasing availabil
ofpersona l/('\l\\l\lnm(‘l nldu other tha

products. Two, they arce:

the lin

Challenges ahead as initial excitement wanes
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onsumers fromunbanked markets

have mostly benefitted from the

advent of fintech companies,
according to panellists at the Mint Fintech
Summitheldin Mumbaion 23 June. Par-
ticipantsinadiscussion on “How fintech
isdisrupting the financial sector”, talked
about the challenges that fintech firms
will now face as the industry maturesand
l]wuulm](\utvuwmnwl thedisruption

'he panellists were Rajnish Khare,
l, digital transformation, social busi-
nessand new media and mobility banking,
Bank; Deepalk M. Sharma, chiel
indra Bank Ltd:
Chavi Jafa, head, commercial cards and
B2B (husiness-to-business) payments
(India and South Asia), Visa; Piush
Kothari, head, digital and customer ana-
Iytics. Aditya Birla Idea Payments Bank:
Probir Roy. co-founderand promoter-di-

rector, PayMate; Kar laheshwari,
leader, Nishith Desai Associates; and Sat-
yam Mehra, partner, Bain and Co, The ses-

Sion was moderated by Ravi Krishnan,

FINTECH
S SUMMIT 2017

(Fromleft) Probir Ry, co-founder and promoter-director, PayMate; Satyam Mehra, partner, Bain and Co,; Chavijafa, head),
commercial cards and B2B payments (India and South Asia), Visa; Rajnish Khare, head, digital transformation, social business and
new media and mobility banking, HDFC Bank; Ravi Krishnan, chief of Mumbai bureau, Mint; Deepak M. Sharma, chief digital officer,
Kotak Mahindra Bank Ltd; Kartik Maheshwari, leader, Nishith Desai Associates; and Piush Kothari, head, digital and customer

analytics, Aditya Birla Idea Payments Bank, during a panel discussion at Mint Fintech Summit 2017 in Mumbai on 23 june.

dited

chiel of bureau (Mumbai), Mint.

Jafa: We need arevaluation of business.

models and stronger collaboration
between banks and fintech companics.
Wethe financial servicesindustry) need

(o take abetterlookat the business models
becausealotof the traditional onesare not
viablein the fintech space—be it lending

cof

J.A. Chowdary, special chief secretary and information technology adviser to Andhra
Pradesh chief minister N. Chandrababu Naidiu.

AP govt has created an ecosystem
for fintech success: Chowdary
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anking will exist even ifbanks don’t
because of the progress in fintech
that can altogether eliminate con-
ventional banking,” said J.A. Chowdary,
special chiel secretary and information
technology adviser to Andhra Pradesh
chiefminister N. Chandrababu Naidu, in
hisspeechat the Mint Fintech Summitin
Mumbai on 23 June.
Chowdary, \\]n»\\awllw"unwlnlhnunux

under the formal system, so “we ha
potential to find robust and secure solu-
tions” by incubating potential start-ups,
hesaid.
“The potential to create successful
start-ups lies in how we build our inl
structure. Under our honourable chief
luinhk-l’.\n have developed the Fintech
Zag as an ecosystem of success
llml ]wlp\ulunul\ and nurture financial
technology institutions and start-ups. We
intend to bring together the fintech com-
munity and catalyse the sector’s growth by
hosting glabal business competitionsand
u\\unlm;..mumdlmn he said.

attheevent, (reiterat-
ing something Microsoft Corp. founder
Bill Gates first said in1991) to underscore
the fact that disruption andadvancement
arcofthe essence in the finance sector.

In his speech, Chowdary detailed the
“essentials” for fintech start-upsidentified
by experts in the AP government.

Money, mentoring, market acces:
mediaand manpower—these five M(s) are
the Paanch Pandavas that we have identi-
fied for the success of fintech start-ups.
The role played by the media—in stimu-
lating ameaningful debate, and by educa-
tional institutions in providing skilled
manpower, will be vital to our strategy,”
headded.

Chowdary acknowledged that India
waslagging slightly behind other econo-
mies in the fintech race. But fintech has
cnabled the unbanked to be brought

orpayments. While the marginsare nar-
row, customer experienceiscentral toany
business model, so we should try to find
additional revenuesources. This may well
happen with closer integration of the
Imn]\\(m(lhnluhmm]nmlo\

Khare: Fintech companiesare not dis-
ruptorsbut value creators with whom we
can only benefit. The companies that
really need tobe feared are the oneswith
alarge and loyal customer base—such as
Google, Samsung, Apple and Facebook.
Someof themare (rying to become finan-
cial aggregators or marketplaces. I that
happens, banks need tobe wary.

Kothari: I sce alarge opportunity for
fintech. First, the Unified Payments Inter-
face (UPI) has made payments easi
ond, digital lending is growing because
thereissubstantial profit to be made. And
third. low-cost distribution through digi-
tal meansis now possible.
it In all our interactions
ve Bankof India, the pa

g
mount concern hasheen the protectionof

small consume

In the last six-cight months, we have
seen a concerted effort by everybody to
move towards a system that works even
though some deadlines (including the
NITI Aayog’s guidelines on digital pay-
ments) tocomply with digital norms have

rdless of the disruption
and the evolution, the consumer is king
and there is potential for an inflection

m amisset
to l|u\l two flagship uum lho (,h sbal
Blockchain Summit in October 2017 and
the Fintech & Summit in February
2018, Chowdary said.

“We have partnered with Wipro, Mi
rosoft, LatticeS80 (a Singapore-based fin-
tech hub), UIDAI (Unique Identification
Authority of India) and the NPCI (National
Payments Corporation of India), among
others, o boost ourrescarchand develop-
ment capacity and pm\ ide the start-ups
with the bestintell headded.

Chowdary is hu}n'hll that the Fintech
Valley Vizag forum will bring together
regulators, banks, non-banking financial
companies, educational institutions and
the government, to create the hest prac-
tices for thesector. “We hope to create as
many successful fintech start-ups as we
can through our initiatives,” he said.

point. Itmay or may not he asurprise but
amajorityof fintech start-ups are unlikely
to thrive and survive going forward. T
think that consolidation and scaling up
operations for faster customer adoptionis
the only way forward for getting to the
inflection point. That should be the focus
for the next two to three years.

Roy: As we go forward, we need to
thinkaboutwhen the inflection point will
comeforfintech. The inflection point for
data consumption in India was in 2016,
whenahockey stick-like growth curve
implying exponential growth—was
observed. Similarly, Google overtook
nL\\\]h\]wu adsin2010: that was a hockey

¥
ove u.l\mum wsprintads. Suchaninflec-

tionisyet to be seen in fintech, given all
the investment and innovation that has
gone in. Demonetization, UPI and PPT
(payment protection insurance) have hap-
pened butwestill haven't seen the hock:
ey-stick trend infintech. So the question
iswhen?

[he sector should temper
e pumuum on digital payments and
recognize the challenges therein.

payments space is overrated; the low-
hanging [ruit is always casier (o pic
There are larger problems in B2B, SMI
(small and medium enterprises), advisory.
risk and customer experience, among
other things. We should look at solving
those. Tsee very little coming out of fin-
tech companies in the payments spac




