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Overview of European FinTech landscape

Currently, there are good and competitive conditions for fintechs in Europe due to:

• growing digitalization of customers

• new technologies

• strong regulatory environment

• passporting rights throughout Europe

• strong market conditions

• low inflation and negative interest rates

• good network of fintech hubs and innovation centers

Introduction



Overview of European FinTech landscape

The European Banking Authority (EBA) has created a map of the European ecosystem, identifying around 1.500 fintechs 
in the European market, one third of which does not fall within any specific EU or national regulation. However, as there 
is no concrete definition of fintech, numbers might be significantly higher. 

The market shares of different types of fintechs are:

• around 33% provide payment services
• around 20% provide credit, deposit and capital raising services
• around 11% provide investment services

• Market share of B2B fintech has increased – around 50% of the newly invested capital now goes into B2B, indicating 
that fintechs increasingly focus on specialized B2B solutions within the value chain, rather than disruptive services 
with B2c solutions.

Facts and figures



Overview of European FinTech landscape

Funding amounts have increased significantly:

• Approx. 2bn $ have been invested in 2017
• Germany and the UK combine about 60% of the total funding of EU fintechs
• Participation of strategic investors has significantly increased, now representing about half of the fundraises of larger 

funding rounds
• VCs increasingly use blockchain technology for investing in fintechs

Also, fintech valuations have increased:

• Yet no significant IPO environment in the fintech market
• This may, however, go up due to higher valuations
• PWC report shows that 50% of financial firms world wide plan to acquire fintech firms within the next three to five 

years

Facts and figures



Overview of European FinTech landscape

While around on third of EU fintechs does not fall within a regulation, the other part mostly acts on basis of cooperation 
and fronting agreements with regulated financial institutions or service providers.

Only a very limited number of fintechs chose to go into regulation and to obtain banking licenses. Within the last 18 
months six fintechs obtained banking licenses or applied for it, including No.26, Starling Bank, Monzo, Klarna, Revolut
and most recently Swiss based Flynt Bank. In contrast, others have returned its banking license due to the high 
regulatory requirements. 

There are a rage of smaller but also larger banks which have specialized on the fronting business with fintechs, 
depending on their business model. 

White Labelling / Fronting



Overview of European FinTech landscape

• More cooperations and partnerships among fintechs as well as fintechs and other service providers.
• More API integrated functions within own APP / ecosystem.

Examples:

Integration



• There is still development in „traditional“ fintech business such as payments, asset managements, lending and 
deposits.

• Fastest growing „traditional“ fintech service is crowdlending / crowdfunding.

• New business models are emerging, such as

➢ Blockchain / Tokenizing

➢ Supply chain management – often in connection with blockchain technology

➢ InsurTech – moving from mere brokerage to actual underwriting

➢ Biometrics / Identity management – often in connection with blockchain technology

➢ Data analytics – relating to  risk analysis and market analysis

Overview of European FinTech landscape

Trends / Hot topics



➢Artificial intelligence 

➢Payments: PSD2 leads to more accessible data and to increased activity in terms of new services around usage of 
bank data and tools that actively assess accounts, fix costs and personal spending habits. 54% of 
market participant believe, PSD2 will force banks to open up, and payment companies will now have 
access to more frictionless payments.

• Almost every larger European bank has set up internal innovation platforms or is actively participating in innovation 
hubs. 

• There are several cooperations and joint developments of innovative products among larger banks aiming on early 
setting market standards. 

Overview of European FinTech landscape

Trends / Hot topics



Overview of European FinTech Regulation

• Most of European countries do not have a specific fintech regulatory framework. The question whether a business 
falls within the scope of a specific regulatory framework depends on the specific services provided.

• ECB adopted rules for fintech banks to ensure a level playing field – “fintech banks must be held to the same 
standards as other banks“ 

• German regulator BaFin pursues a neutral and no-waiver policy, strictly applying the same rules and requirements to 
all market participants. 

➢ BaFin mandate refers to protection of financial stability and consumer protection

➢ BaFin issues ‘no-action letters‘ 

➢ BaFin actively participates in the development of market standards such as ISO standards for technical solutions, 
that banks and fintechs can rely on (currently standards for German banks under ISO 2700 – information security 
management standards in connection with blockchain applications)



Overview of European FinTech Regulation

• There are only a few regulatory sandboxes in the EU:

➢ UK: the background might the different mandate of the FCA which in addition to the financial market stability and 
customer protection also includes a certain degree of business development.

➢ Netherlands: Dutch Authority for the Financial Market (AFM) and De Nederlandsche Bank (DNB) have created a 
regulatory sandbox aiming to look more on whether the business companies comply with the 
underlying purposes of applicable financial markets regulations rather than the strict letter of the 
law. Companies can also take advantage of partial authorization, an authorization with requirements 
or restrictions, or an opt-in authorization

➢ Switzerland: (FINMA) sandbox is limited to those businesses that are not banking typical or taking deposits only up 
to a certain limit plus providing collateral 

Regulatory sandboxes



Overview of European FinTech Regulation

• Brexit implications

➢ the success of the UK regulatory sandbox will be closely linked to the outcome of Brexit and the possible loss of EU 
passporting rights.

• Choosing the right regulatory environment is important – 90% of EU fintechs plan to expand in up to 3 other 
countries, 50% of EU fintechs plan to expand in up to 5 or more countries within the next years. 

• So, sandbox approaches might facilitate and accelerate market entry, however – as there is no harmonized approach 
in the EU – might also be an obstacle with view on cross-border business expansion.



Overview of European blockchain landscape

• Cooperation between several banks (including HSBC, BNY Mellon, ING and BNP Paribas) and fintech aiming on 
blockchain-based real-time management of syndicated loans and automated back-office services

• Blockchain-based emission of a Schuldschein paper by Daimler

• Blockchain-based real-time emission of commercial papers by Commerzbank

• Blockchain-based trade finance platform 

What is the lesson? 

- „Cutting out the middle man“

Since blockchain-based transactions and platforms have the potential to render banks acting as intermediaries 
redundant, banks proactively try to set the standards for future platforms and transactions. 

Current developments



Overview of European blockchain landscape

Blockchain technology is discussed in almost every possible context. While the usage of blockchain seldom fails because 
of technical feasibility, two major reasons can be identified which might prevent an obstacle:

• Using blockchain has no or only minor advantage over traditional transaction techniques and thus does not lead to 
revenue increases

• With view on certain business models and applications there are yet to many unanswered questions with regard to 
regulatory classification, data and cyber security, taxation etc. to act within a save harbour environment. 

There is a clear trend to focus on closed distributed ledger technologies, instead of public blockchains, platform provider 
Corda seems to establish as market standard in the financial market. 



Overview of European blockchain regulation

As per date, no specific blockchain regulation can be identified within the EU. As far as blockchain is concerned, national 
authorities as well as regulators on EU level pursue a twin peak approach:

• A product based regulation which solely looks at risks related to the specific usage of blockchain technology 

• A market based regulation looking at the market power of participants and the possible impact of blockchain based 
products and structures on the stability of the financial market.



Overview of European Cryptocurrencies

VC itself are treated differently within the EU. While UK treats VC like private money, German authority treats it as 
accounting unit.

Market competition is growing – however validity and effectiveness of VC technology often remains unanswered:

• ECB initiated a payment system (Target Instant Payment Settlement, TIPS ), allowing low cost and real-time money 
transfers between customers

➢ Advantage over Target 2?

• A bank syndicate lead by UBS initiated the so called „Utility Settlement Coin“ (USC) (market launch announced for 
end of 2018) 

➢This is actually a sort of unofficial regulatory sandbox, as the USC represents central bank money which does not fall 
within the scope of the banks. Market insiders believe, that this will ultimately not be permitted by central banks. 

• Deutsche Börse together with German Central Bank developed a prototype for securities settlement based on 
Blockchain technology.

➢ Good traditional settlement structures already allow for real-time settlements.



Overview of European ICO environment

The Crypto-economy started to be self- and publicly regulated. However national and international authorities will begin 
to regulate it, since more and more consumers have exposures in token. 

There are clear signs that the current ICO market has the symptoms of a bubble. Market insiders assume a share of 90% 
of all ICOs to be fraudulent. 



Overview of European ICO regulation

As per now, no specific ICO regulation can be identified in the EU market. National authorities currently treat an ICO 
depending on the concrete functionality of the token issued, while certain jurisdictions treating them as
assets, commodities or currencies, and other jurisdictions split over which tokens are securities, while issuers must act 
on their own interpretation of the laws. 

Currently, the most active player in the EU is Switzerland. However, there already have been some investigations by the 
Swiss Financial Market Supervisory Authority (FINMA) due to scam schemes. The FINMA has not yet officially announced 
any regulations or investor protection around ICOs, it has informally announced that they will have a closer look into 
ICOs. 

The German authority has not yet announced any specific guidance for ICOs and will assess on a case by case basis. 
Most recently BaFin has published a warning on ICOs due to the pure speculative character of white paper investments 
and the lack of enforceable consumer protection. 

While the United States Securities and Exchange Commission (SEC) has determined that tokens are securities under the 
Securities Act of 1933 (Securities Act) and the Securities Exchange Act of 1934 (Exchange Act), this has caused 
uncertainty in the EU market as well, as restriction on the transferability of tokens in the US would be 
difficult/impossible to observe and the so called “Howey-test” does not provide sufficient certainty, as US investors can 
use software tools like VPN to hide their location.
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