




"/34/. #/.35,4).' '2/50    +    1%$� ɏ

Fintech” is a word that’s barely a generation old. But in 
that nanosecond of historical time, this amalgam of 
“finance” and “technology”—or, more specifically, the 

array of products and services that fintech companies have 
brought to life—has had an impact on the daily lives of bil-
lions of people. 

For the past two decades, the fintech industry has been 
shaped by the rise and rapid adoption of transformative 
technologies and the applications (“apps”) they enable. A 
key to success during this journey has been the ability of 
fintechs to identify and ease the points of friction customers 

have often had with traditional financial institutions (FIs). 
Many fintechs have delivered high-quality, service-focused 
digital experiences, provided access to unbanked and  
underserved customer segments, and introduced cost- 
effective ways of operating through a more efficient  
infrastructure and simplified processes.

In order to grasp where the fintech industry is going, and to 
understand its importance for a very diverse set of stakeholders, 
it’s critical to take stock of how fintechs have evolved.
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While fintechs were perceived as largely tangential 
to the financial services industry until about five 
years ago, the pandemic served as a catalyst for 

broad consumer adoption of digital financial services. As a 
result, fintechs have now become mainstream in certain 
segments, especially payments and transaction banking, 
which have been fundamentally transformed by players 
such as Stripe, Square, Alipay, and a few others. Some 
fintechs, such as PayPal in the US, Nubank in Brazil, and 
PayTM in India, have become household names. Today, 
there are roughly 32,000 fintechs globally.

Over the past decade, fintechs have attracted more than  
$500 billion in funding. More recently, since 2019, they have 
received roughly 20% of global venture capital outlays—at-
tracting large amounts of capital from generalist, technology 
private investors and hedge funds—beyond the financial 
services specialists who had historically funded these busi-
nesses. Such funding was fueled at times by a frenzy of spec-
ulation in sub-segments such as crypto, and  
its supporting technologies. Crypto accounted for more than 
$50 billion in funding in 2021 and 2022 combined, or  
roughly 75% of all crypto funding received through 2022.

At their peak in 2021, fintechs represented roughly 9% of all 
financial services valuations globally, with public valuations 
reaching $1.3 trillion—a multiple of 20 times annual revenue 
compared with the historical, pre-2018 multiple of six times 
annual revenue. (See Exhibit 1.) Also in 2021, the mega-fintechs 
PayPal and Ant Financial were among the top-10 financial 
services companies in the world by market capitalization.

&ÌÑ×ÈÆËÖ (ÄÙÈ #ÒÐÈ ÒÉ !ÊÈ
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This Is a Short-Term Correction  

We believe that the challenges fintechs have recently faced 
represent a short-term correction in an otherwise long-
term growth story, as the fundamentals of the sector  
haven’t changed. Essentially, we are witnessing a shakeout 
and tempering of enthusiasm for growth-stage (series B-D) 
companies that have unclear product and/or market fits.

Additionally, as is typical for nascent industries, profitability 
in fintech has not come easily—even for highly valued, 
conventionally “successful” late-stage companies. Of the 
roughly 85 public fintechs BCG analyzed across all regions 
and segments in 2022, less than half (45%) were  
profitable—despite shareholder pressure for public  
companies to deliver a healthy bottom line.1

Now, however, overvaluations have become more difficult to 
justify without strong fundamentals—such as good unit 
economics, recurring revenues, patents, strong brands, and 
loyal customer bases. Some of this filtering is good for the 
industry, as weaker business models are becoming stressed 
and effectively being weeded out.

Currently, fintechs are employing different playbooks to 
survive the funding winter, with many focusing on unit 
economics as opposed to unbridled revenue growth at any 
cost. Some are raising debt to avoid down rounds. Many 
are also switching their focus toward the LTV (lifetime 
value) element of the LTV-to-CAC (customer acquisition 
cost) ratio as a tracked metric. Most are prioritizing longer-term 
sustainable revenues, monthly recurring customers, and 
investments in innovations that are core to their reve-
nue-generating products and services. We expect that, by 
focusing on the basics, some will emerge stronger and 
more resilient, well-positioned to become the future  
leaders of the financial services industry.

Sources: &ÌÑ×ÈÆË #ÒÑ×ÕÒÏ 4ÒÚÈÕǻ "#' ÄÑÄÏÜÖÌÖǾ
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There is also still significant room for growth in digital usage 
in banking—currently at about 39%, compared with 98% in 
computer software. The figure dips as low as 17% on average 
for countries in the Middle East and Africa. (See Exhibit 7.)

Lastly, it is important to note that although the fintech 
sector is coming of age, it is still at a very early stage of 
development, representing less than 2% of annual financial 
services revenues globally—or roughly $245 billion out of 
$12.5 trillion, with ample room to grow. We think of fintech’s 
chronological evolution in terms of phases—defined periods 
of time in which one or more trends came to the fore.

0ËÄÖÈ /ÑÈǽ $ÌÊÌ×ÄÏ $ÌÖÕØÓ×ÌÒÑ ȤɎɖɖɕȜɏɍɍɕȥǾ With the 
increasing availability and adoption of internet-enabled  
devices, financial services went digital for the first time. This 
challenged the legacy systems of national and regional FIs. 
Digital offered greater convenience and accessibility to  
consumers, eliminating pain points. Online banking, lending, 
and e-commerce (notably through marketplaces such as 

Amazon and eBay) gradually became mainstream. Online 
payments, with players such as PayPal leading the charge, 
emerged as the largest area of innovation, disrupting the trans-
action-banking industry. Digital lenders, such as Capital One, 
led a wave of innovation in lending using data and analytics.

0ËÄÖÈ 4ÚÒǽ -ÒÅÌÏÈ ÄÑÇ 3ÒÆÌÄÏ !ÇÒÓ×ÌÒÑ ȤɏɍɍɖȜɏɍɎɑȥǾ 
Following the 2008 financial crisis, amid new regulatory scruti-
ny and shifting consumer behaviors, the “wait-and-see” per-
spective of incumbent banks opened the door for fintechs. A 
credit boom and rapid innovation in mobile and cloud al-
lowed consumers to access financial services in real time, 
spurring the hypergrowth of disruptive players. An intentional 
focus on user experience/user interface (UX/UI) and the 
introduction of APIs eliminated many points of friction during 
both the onboarding process and, later, the customer’s digital 
journey. Social media and data analytics began to play a key 
role, allowing companies to gather granular information. 
Fintech success grew by providing digital-first solutions with a 
high degree of personalization.

Sources: .95 $ÄÐÒÇÄÕÄÑǻ &ÈÇÈÕÄÏ 2ÈÖÈÕÙÈ "ÄÑÎ ÒÉ 3×Ǿ ,ÒØÌÖǻ "#' ÄÑÄÏÜÖÌÖǾ
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Currently, the global $12.5 trillion financial services 
industry is concentrated in North America and APAC, 
with a relatively even split between banking and 

insurance. By 2030, global banking and insurance revenue 
pools are expected to reach $21.9 trillion, a 6% compound 
annual growth rate (CAGR). Payments and deposits are expected 
to be the fastest-growing segments, with APAC and Latin 
America seeing the most expansion. (See Exhibits 9.)

Fintechs are forecast to represent a meaningful and ex-
panding element of this growth. Despite the short-term 
correction we have witnessed, annual fintech revenues are 

projected to grow more than sixfold from 2021 to 2030 to 
reach $1.5 trillion.2 (See Exhibit 10.) Banking fintechs’ reve-
nues—lending, deposits, payments, and trading and invest-
ments—are projected to grow from 4% to 13% penetration (at 
a 22% CAGR) of banking revenue pools by 2030, and are 
expected to represent one-fourth of global banking valuations. 
Insuretechs are projected to grow from a 0.3% to 2% market 
penetration (a 27% CAGR) of insurance revenue pools.

However, the shape of this expansion will play out  
differently both by geography and by segment.

&ÌÑ×ÈÆË 2ÈÙÈÑØÈÖ !ÕÈ 0ÕÒÍÈÆ×ÈÇ ×Ò 
'ÕÒÚ 3ÌÛÉÒÏÇ ÅÜ ɏɍɐɍ
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ÚÌ×Ë ˬÑ×ÈÆËÖǻ 6#Ö ÄÑÇ ÌÑÆØÐÅÈÑ×Öǻ ÈÔØÌ×Ü ÕÈÖÈÄÕÆË ÓÕÒÍÈÆ×ÌÒÑÖǻ ÄÑÇ ÓÈÑÈ×ÕÄ×ÌÒÑ ÄÑÄÏÜÖÈÖ ÅÜ ÖÈÊÐÈÑ× ÄÑÇ ÕÈÊÌÒÑǾ
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.ÒÕ×Ë !ÐÈÕÌÆÄ ÚÌÏÏ ÆÒÑ×ÌÑØÈ ×Ò ÅÈ Ä ÆÕÌ×ÌÆÄÏ ˬÑ×ÈÆË 
market and innovation hub. Led by the United States, 
North America currently has the world’s largest financial- 
services industry, with an annual revenue pool of nearly $5 
trillion, and possesses the most mature innovation ecosys-
tem in terms of venture capital firms, entrepreneurs, talent 
pools, universities, and access to funding. The US will  
account for a projected 32% of global fintech revenue growth 
(a CAGR of 17%) through 2030, supported largely by the 
proliferation of B2B2X and B2b businesses, the expansion 
by monoline fintechs into additional products and services, 
and the country’s interchange pool. This pool, which 
weighs in at anywhere from five times to more than 17 
times that of EU markets on a per-transaction basis, allows 
fintechs to serve the low end of the market, which is  
relatively underbanked by larger incumbents. Furthermore, 
although the US has the most mature ecosystem, open bank-
ing has yet to play out, and there are significant inefficiencies 
and customer-experience pain points in the financial services 
industry that will spur ongoing innovation.

%ØÕÒÓÈ ÚÌÏÏ ÊÕÒÚǻ ÖØÓÓÒÕ×ÈÇ ÅÜ ÕÈÊÌÒÑÄÏ ÈÛÓÄÑÖÌÒÑǾ 
The UK and European Union combined represent the 
world’s third-largest FI market and are expected to witness 
major fintech growth through 2030, estimated at more 
than fivefold over 2021 and led by the payments sector. 
This FI market is dominated by incumbent banks and 
contains relatively low fintech penetration (1% of financial 
services revenues). Regulators are relatively forward-look-
ing, for example, with open banking, open finance, and 
passporting. This regional fintech sector is projected to 
post a revenue CAGR of 21% in the runup to 2030, bol-
stered by continued growth across so-called payment-plus 
(ecosystems of value-added services on top of traditional 
payments infrastructure), embedded-finance, and B2b  
players. Additionally, open banking is expected to foster the 
creation of new products and services, further contributing 
to the sector’s growth. 

Sources: #ÄÓÌ×ÄÏ )1ǻ 0Ì×ÆËÅÒÒÎǻ #ÒÐÓÄÑÜȉÖ ÌÑÙÈÖ×ÒÕ ÓÕÈÖÈÑ×Ä×ÌÒÑÖǻ ÇÈÖÎ×ÒÓ ÕÈÖÈÄÕÆËǻ "#' ÄÑÄÏÜÖÌÖǾ 
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A2A RTPs, facilitated by infrastructure enhancements, will 
lead to a surge in data collection from consumers and SMEs, 
creating a treasure trove of data that can be used to personal-
ize next-gen credit models and provide even better financial 
services. As consumers transact more online and directly with 
each other, reliable RTPs will become ubiquitous. 
(See Spotlight #2.)

Payment-Plus. Furthermore, in the so-called Payment-Plus 
model, payments processors are uniquely positioned to leverage 
two-sided marketplaces to deliver a flywheel effect, offering 
omnichannel services. Payments companies can therefore on-
board consumers to additional value-added or subscription-based 
services such as billing and invoicing, tax automation, revenue 
recognition, and Banking as a Service (BaaS)—involving treasury 
capabilities, card issuing, and business financing. This model can 
virtually create a mini-superapp ecosystem of financial services.

"ɏ"ɏ8 )Ö %ÛÓÈÆ×ÈÇ ×Ò 0ÒÚÈÕ ×ËÈ .ÈÛ× 0ËÄÖÈ 
ÒÉ 'ÕÒÚ×Ë

B2B2X comprises B2B2C (enabling other players to better serve 
consumers), B2B2B (enabling other players to better serve busi-
nesses), and financial infrastructure players. The latter provide 
customer-segment-agnostic technology solutions that support the 
operations of FIs or enable the delivery of financial services.

With many banks unable to innovate at a rapid pace—owing to 
such hindrances as unwieldy legacy processes and systems, a lack 
of appropriate talent, and competing internal priorities for tech 
funding—fintechs have an opportunity to fill the gap and enable 
incumbents to compete more efficiently. Incumbent C-suites will 
focus on bending the cost curve, as lower economic growth will 
exert pressure to cut costs. Enabler fintechs can focus on providing 

value as specialists meeting needs that incumbents are unable to 
address by themselves. The model of fintechs collaborating with 
incumbents, rather than competing with them—addressed in a 
previous BCG/QED white paper—translates into lower risk 
for investors and therefore a greater willingness to invest. 
B2B2X already represents a fast-growing segment, and there 
is still room for it to spread its wings. The market is expected to 
grow at a 25% CAGR to reach $440 billion in annual revenues by 
2030. (See Exhibit 13.) There are many areas in which B2B2X 
fintechs can play a major role, such as the below. 

Embedded Finance. Embedded finance will see promising 
new use cases in adjacent industries such as transportation 
and healthcare, and in leveraging new hardware innovation 
linked to the Internet of Things. Biometric authentication meth-
ods such as facial scanning may become more widespread in 
order to safeguard transactions and data. Point-of-sale-embed-
ded lending, embedded insurance, and similar offerings will also 
find wider adoption, leading to an increase in cross-sell rates. 
Uber, for instance, already provides a range of services to drivers 
and couriers within its app, including a debit card, cashback 
rewards, and real-time earnings tracking. The role of fintechs will 
become more prominent than ever to enable such use cases.

Financial Infrastructure. Infrastructure “as-a-service” 
companies that work across segments—especially in areas 
such as cybersecurity, customer acquisition, lead generation, 
underwriting, KYC, UX, data and analytics, and risk manage-
ment—will become more prominent and will enable a variety 
of use cases among both fintechs and incumbents. One 
caveat is that emerging markets may continue to lean  
toward attacker models because incumbents have yet to  
be disrupted to the same extent as more-mature markets, 
and have not begun to invest heavily in IT.

Sources: #ÄÓÌ×ÄÏ )1ǻ 0Ì×ÆËÅÒÒÎǻ #ÒÐÓÄÑÜȉÖ ÌÑÙÈÖ×ÒÕ ÓÕÈÖÈÑ×Ä×ÌÒÑÖǻ ÇÈÖÎ×ÒÓ ÕÈÖÈÄÕÆËǻ "#' ÄÑÄÏÜÖÌÖǾ 
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Spread businesses earn a profit by exploiting the differ-
ence between the fees or interest charged for finan-
cial products and what they are charged for enabling 

the transaction. These businesses include banks or neo-
banks, lending platforms, mortgage lenders, and credit 
unions. The spread size varies based on market conditions, 
a borrower’s creditworthiness, and the type of financial 
product or loan offered.

)Ñ ÇÈÙÈÏÒÓÈÇ ÐÄÕÎÈ×Öǻ ÑÈÒÅÄÑÎÖ ÚÌÏÏ ÅÈ ÆËÄÏ-
ÏÈÑÊÈÇȟÄÑÇ ÚÌÏÏ ÑÈÈÇ ÄÆÆÈÖÖ ×Ò ÏÒÚÈÕȀÆÒÖ× ÉØÑÇÖ ÅÜ 
potentially acquiring bank licenses. Neobanks in devel-
oped markets face several challenges in scaling up profit-
ably. One significant challenge is the narrowing gap in 
customer experience between themselves and incumbent 
banks, as the latter are investing heavily in technology to 
improve their customer experience and value chains, 
making it difficult for neobanks to differentiate themselves. 
For instance, J.P. Morgan announced in 2022 that it would 
increase its technology budget to $12 billion (out of which 
it spent $9.4 billion on non-compensation technology 
operating expenses), focusing primarily on the implemen-
tation of new digital products and services, infrastructure 
modernization, and digital transformation of existing 
processes. (See Exhibit 14.) 

A Tale of Two Cities ÒÑ 3ÓÕÈÄÇ 
"ØÖÌÑÈÖÖÈÖ
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Moreover, the entry of big-tech companies into the fintech 
industry can drive prices down and eliminate competition, 
creating a monopolistic environment that negatively impacts 
smaller fintech startups, overall innovation, and consumers. 
Combining this dynamic with a higher interest rate environment 
that can pressure funding and therefore stifle innovation creates 
a tall set of challenges. Fintech startups may struggle to compete 
with traditional FIs that have access to cheaper funding sources.

Ultimately, however, the fintech future is bright provided that 
all stakeholders heed the call to action and collaborate  
effectively and cooperatively for the greater good. There are 
essentially four groups of stakeholders in the fintech universe: 
regulators, fintechs themselves, incumbents, and investors. 
The growth and success of the fintech sector will depend 
largely on how these four stakeholders are able to work  
together for the long-term benefit of the global financial 
services sector and the billions of customers it serves. 

2ÈÊØÏÄ×ÒÕÖǽ 4ÌÐÈ ×Ò "È 0ÕÒÄÆ×ÌÙÈǻ 
.Ò× )ÑÇÌ˩ÈÕÈÑ×

Until only recently, regulation of fintechs has for the most 
part been relatively light, non-proactive, fragmented, and, 
in some cases, lagging behind—which in many cases has 
worked to the advantage of fintechs. But the future growth 
of fintech will require regulators to act with urgency and 
thoughtfulness in a more holistic way.

Currently, regulators are often just “reacting” to the latest 
predicament. The recent series of bank crises (e.g., SVB 
and Crédit Suisse), along with massive financial frauds 
(e.g., Wirecard and FTX), have made regulators more sensi-
tive to asset/liability management. However, while creating 
guardrails, they must also take care not to overregulate the 
industry and stifle innovation.

In cases where regulators have truly been forward-thinking, 
the result has often been a positive event for fintechs (e.g., 
PSD2 in Europe, so-called Fintech Law licenses in Mexico, 
fintech sandboxes in Brazil, and UPI in India). It’s import-
ant to note that regulators have typically taken an active 
role in addressing the most basic B2C banking services, 
because direct customer funds are at stake.

To encourage future growth, regulators will need to lead 
from the front proactively to develop and enforce policies 
that protect consumers but do not stifle innovation. One 
example is open banking, where Europe is the leader. (See 
Spotlight #4.) Transferring information from one FI to 
another needs to be easier in order for the ecosystem to 
become more efficient and gain the ability to access the 
data needed for all financial products, including areas such 
as account opening and KYC. This will happen in one of 
two ways: by regulatory push, or by innovating into a use 
case that truly unlocks the value of open banking. Experi-
ence shows that open baking unbundles the value chain, 
spurring innovation and more choices for customers. India,  
Australia, and Brazil are also strong in open banking,  
especially in the payments arena. 

Regulators should also encourage faster payments, both 
domestic and cross-border, and more-rapid settlement. 
Countries with faster payments infrastructures have seen 
considerable innovation in money movement. Further-
more, issuing additional licenses—or at least providing a 
roadmap for fintechs with clear requirements for obtaining 
a banking license—in countries around the world can help 
bank-adjacent companies fully integrate into the finan-
cial-services ecosystem. In certain situations, regulators 
could create (or distribute more) payment-institution li-
censes (similar to the e-money license in the UK), which 
place a lower burden of regulatory scrutiny on fintechs but 
provide them with the relevant benefits.

In addition, regulators must create guardrails and regulate 
breakthrough areas such as crypto and DLT. Clear data-pri-
vacy and storage guidelines (similar to the General Data 
Protection Regulation, or GDPR, guidelines in Europe) are 
becoming more and more necessary worldwide in order to 
protect consumers and fintechs alike.

)ÑÙÈÖ×ÌÑÊ ÌÑ $ÌÊÌ×ÄÏ 0ØÅÏÌÆ )ÑÉÕÄÖ×ÕØÆ×ØÕÈ Ȥ$0)ȥǾ Bank-
ing is a prime example of an industry that requires a sturdy 
infrastructure to enable market participants to interact. 
This is not a new idea, as SWIFT, along with the Visa and 
Mastercard networks, have enabled banks to transact with 
each other and with merchants, governments, and  
consumers for decades.

Yet, the rise of new technologies has created a need for 
next-gen infrastructure that can facilitate complex transac-
tions in a more digital world. With the rise of open banking, 
such infrastructure will enable FIs and other players to 
share data and services securely and transparently, result-
ing in greater innovation and improved customer experi-
ence. Building such so-called digital public goods or DPI 
will thus become essential for creating a level playing field 
that enables all relevant stakeholders, both large and 
small, to interact seamlessly. 

DPI specifically refers to technological infrastructure  
systems that facilitate the delivery of essential services  
and benefits to the general public, including digital ID and 
verification, digital payment rails (for transactions and 
money transfers), digital data exchange, and digital access 
to information systems (across sectors such as healthcare and 
financial services). DPI can reduce costs for all stakeholders in 
the ecosystem, enable innovative, industry-specific applica-
tions to be integrated, and promote economic expansion. 
The concept of DPI has been instrumental for rapid growth 
in emerging economies such as Singapore, India, and 
Estonia, and is often enabled through strong public- 
private partnerships. (See Spotlight #5.)
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Open Banking in the UK  
via the OBIE Standards 

The UK’s Open Banking Implementation Entity (OBIE) was 
established in 2017 by a consortium of the nine largest banks 
in the country. Its inception made the UK a global leader in 
open banking, which currently enables more than half the 
UK’s small businesses and more than 7 million individuals to 
make over 1 billion successful API calls per month.

Open Banking (OB) in the UK has witnessed a significant 
growth since its inception, reaching $50 billion in total 
purchase value in 2022, mainly boosted by a regulator’s 
decision to roll it out as a payment method. This was made 
possible by the government’s partnership with EcoSpend—
the world’s first embedded open banking system—which 
allows consumers to make A2A “pay-by-bank-account” 
instant payments. Pay-by-bank-account has also been 
seamlessly integrated into government payments, includ-
ing PAYE, corporation tax, capital gains tax, and the like. 
The UK currently serves as a testbed for the benefits of 
OB, and UK businesses have seen that it not only is faster 
and safer, but also significantly reduces transaction costs 
for key market players (e.g., merchants).
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