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FINTECH MARKET DEVELOPMENT IN THE WORLD AND IN UKRAINE

Abstract. The trends of fintech development in the world and in Ukraine have been
explored in the article. The COVID-19 pandemic has spurred accelerated financial innovation
development and increase of investment in this area. Fintech’s payment sector has the highest
investment activity and investors’ interest in such sectors as cybersecurity, regtech, cryptocurrency
and blockchain is growing. Investors prefer US, UK, and German markets, as well as already
developed, sustainable businesses. These investors’ interests and the concentration of investments
are projected to continue in the coming years. Ukraine is characterized by a low level of
development of financial technologies, but there has been an increase in investment activity in
fintech, particularly in 2020 investments were increased in the early stages of business
development. The development of fintech in Ukraine is expected to accelerate due to the recent
positive changes that have taken place in this direction: a new law on financial monitoring has been
enacted, allowing remote identification and verification of clients; the Law of Ukraine «On Virtual
Assets» has been enacted, which will allow to regulate the process of circulation of cryptocurrency
and development of the cryptosphere; the NBU has became the regulator of financial institutions
and creating equal conditions for banking and non-banking institutions to operate on the market; the
Fintech Development Strategy 2025 has been developed to stimulate innovation, improve the
availability and quality of financial services, and create a strong fintech ecosystem; the Ukrainian
Startup Fund has been established to promote the creation and development of technological
startups. The following directions for further development of fintech in Ukraine have been defined:
improving financial and digital literacy; increasing the availability and safety of non-cash
transactions; developing the infrastructure of the fintech ecosystem; integration of the national
fintech ecosystem into the global fintech ecosystem; accretion of the fintech market investment
potential; financial services sector digitalization. It is necessary to introduce modern transparent
methods of regulating the fintech market in order to stimulate financial innovation projects and
consumer protection, to stimulate interaction of fintech companies and banks, other financial
institutions towards the development and diffusion of financial innovations.
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PO3BUTOK PUHKY ®IHTEX Y CBITI TA B YKPAIHI

AHoTanisa. [locnimkeHo TeHIeHIIT po3BUTKY (iHTexy y cBiTI Ta B YkpaiHi. [lanaemis
COVID-19 crana nomToBXoM /10 IPUCKOPEHHS PO3BUTKY (DIHAHCOBUX 1HHOBAIIIITHUX TEXHOJOTIH 1
3pocTaHHs 1HBeCTULIH y 10 cepy. HaiiBunny iHBECTHIIITHY aKTHBHICTh Ma€ IUIATDKHUNA CEKTOP
¢biHTEXy, CIOCTEpIiraeThCsi 3pOCTAHHS IHTEpPECY IHBECTOPIB O TaKMX CEKTOpiB: KibepOesmekwu,
PETYIATOPHUX TEXHOJIOTiH, KPUNTOBATIOTH 1 OJOKYeHH. [HBeCTOpM HamaloTh TepeBary pHHKAM
CIIA, Benukoi bputanii ta HimeyunmHHM, a TakoX yke€ pPO3BHHEHHUM, CTIHKUM Oi3Hecam. Y
HaAOIIKY1 POKK TIPOTHO3YEThCS 30€pEKEeHHS IIUX 1HTEpPECiB IHBECTOPIB 1 KOHIIEHTpAIlii IHBECTHIIIM.
VYkpaiHa XapaKTepu3y€eThCsl HEBHCOKMM PIBHEM PO3BUTKY (DIHAHCOBHX TEXHOJIOTIH, pa3oM 3 TUM
CIIOCTEPIraeThCs 3pPOCTAHHS IHBECTHULIIHHOI aKTUBHOCTI B YKpaiHChKUH (iHTEX, 30kpeMa, 2020 poky
3pOCHH 1HBECTHIII HAa paHHIX CTaAisAX PO3BHUTKY Oi3Hecy. OUIKyeEThCS MPHUIIBHAIICHHS PO3BHTKY
¢inTexy B YKpaiHi 3aBISKH HEIIOAAaBHIM MMO3UTHBHUM 3MiHaM, IO BiZOyJIMCS B LIbOMY HampsMi:
YXBaJI€HO HOBHH 3aKOH 13 ()IHAHCOBOTO MOHITOPHHTY, IO HaJIaB MOXJIHWBICTh BiIIaaeHOT
ineHTudikamii Ta Bepudikaii KIi€HTiB; yxBaieHo 3akoH Ykpainu «IIpo BipTyanabHI aKTHBH», IO
JaCTh MOXKIIMBICTh YPETyJIIOBaTH TMpolec oOIry KPUNTOBATIOTH 1 PO3BUTKY KpUITOCHEpU;
perynstopoM ¢iHaHCOBUX ycTaHOB ctaB HBY, mo cTBOproe piBHI yMOBM (PyHKIIOHYBaHHS Ha
pUHKY OaHKIBCHKHX 1 HEOAHKIBCHKHX YCTAHOB; po3poOsieHo CTpaTerito po3BUTKY (inTexy mo 2025
POKYy 3 METOI0 CTHMYJIOBAaHHS 1HHOBAIIMHUX TIPOIIECIB, IiJBUIICHHS JOCTYITHOCTI Ta SIKOCTI
(GiHaHCOBHX TIOCIIYT, CTBOPEHHS MIIMHOI (DIHTEX-€KOCHCTEMH; 3aCHOBAHO YKpaiHChKUN (HOHJ
CTapTamiB Ui CHPUSHHS CTBOPEHHIO Ta PO3BUTKY TEXHOJIOTIYHHMX crapramiB. OKpecieHo Taki
HaIpsIMUA TOAAIBIIIOTO PO3BUTKY (piHTEXy B YKpaiHi: migBUIIEHHS piBHA (QiHAHCOBOI Ta IUGPOBOI
IPaMOTHOCTI; MiJBUIIEHHS JOCTYMHOCTI O€3roTiBKOBHX oOlepaliidi Ta iXHbOi Oe3leKu; pO3BUTOK
iHppacTpykTypu (iHTEX-€KOCHUCTEMH; IHTErpallisl HamioHaJbHOI (DIHTEX-EKOCHCTEMH Y CBITOBY;
HApOIEHHS 1HBECTHLIHHOTO TOTEHIaNy pPHUHKY (iHTeX; miKUTANi3alisl PUHKY (iHAHCOBHX
nocnyr. HeoOXigHUM € 3ampoBa)KeHHs Cy4YaCHUX MPO30PHX METOIB PerylOBaHHS PUHKY (iHTEX
JUI CTUMYJIIOBaHHS (DIHAHCOBHMX IHHOBALIWHUX MPOEKTIB 1 3aXHUCTYy CIOXHMBAYIB; MOTIUOICHHS
B3aeMoJii (IHTEX-KOMIaHIi 1 OaHKIB, 1HIMMX (PIHAHCOBUX YCTAaHOB y HampsAMi po3poOJjeHHS 1
nouMpeHHs (PiHaHCOBUX IHHOBALIIH.

Knrouosi cnosa: dhintex, iHBeCTHUIIIT, IHHOBaIi1, puHOK (piHTEX, (PIHTEX-KOMITaHIi.

®opmyi: 0; puc.: 4; Tabmn.: 0; 616m1.: 13.

Introduction. The COVID-19 pandemic has accelerated the development of digital
technology, leading to a rapid growth in financial technology and e-commerce. Financial companies
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have to upgrade their financial services to meet modern requirements in order to be attractive to
consumers. However, there is a problem of limited capacity to develop financial technologies in
developing countries. The World Bank research shows that 37 per cent of the population of Ukraine
is outside the financial system [1]. This figure is high enough for the country that is at the forefront
in promoting financial inclusion of the state. This situation calls for an improvement in the
technological and investment climate.

Analysis of recent research and problem statement. Such domestic scientists have
investigated the peculiarities of the development of the world and Ukrainian market of financial
technologies in their works as: Dobosh N. M., Kloba L. G. [2], Raputa K. A. [3], Savchenko T. [4],
Shevchenko A. N. [5] and many others.

Theoretical approaches to fintech, empirical research in fintech and prospects for future
development have been reflected in the work of such foreign scientists as: Allen F., Gu X.,
Jagtiani J. A. [6], Lagna A., Ravishankar M. [7], Li B., Xu Z. S. [8], Ryu H.-S., Ko K. S. [9],
Wojcik D. [10].

Taking into account these significant achievements of economists-scientists, it is worth
noting that modern trends of development of fintech in the world and in Ukraine require further
research.

The purpose of the article is to study current trends in the development of the world and
Ukrainian market of financial technologies, to define its main problems and prospects.

Research results. The payment sector is leading the investment, ecosystem platforms and
retail programmes are being financed actively. Investors are getting increasingly interested in
cybersecurity and regtech. In an era of rapid digital development, regulatory compliance and
business safety are important. Cryptocurrency and blockchain are gaining considerable popularity
among investors as well as governments and regulators.

The fintech market is one of the most attractive for venture investors, maintaining its high
potential. The advantage in investment is given to already developed, large-scale, sustainable
businesses as well as the markets of the United States, Great Britain and Germany. Researchers
predict that these trends in investor interest and in investment concentration will remain in place in
the coming years [11].

Forbes has declared 2020 the year of fintech, which is the most promising industry in the
world. Nowadays there are now more than 80 fintech companies with an estimate of $1 + billion

[1].
In the first half of 2021, global investments in financial technology amounted to $98 billion,
with 2456 transactions (Fig. 1).
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Fig. 1. Global investment activity in fintech, 2018 — first half of 2021

Source: compiled according to the source [11].
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The highest investment activity was in the third quarter of 2019, with $144.7 billion invested
in 941 deals. Two of the most significant agreements were Worldpay’s $42.5 billion acquisition by
Fidelity National Information Service (FIS) and Fiserv’s $22 billion acquisition of First Data.

During 2018, $147.9 billion was invested in financial technologies and $215.3 billion during
2019. For comparison, in 2011 only $1.8 billion was invested.

The largest share of investment is in payments, which is constantly diversifying and
improving. Global financial technologies have developed significantly during the pandemic. The
rapid growth of contactless payments and e-commerce during the pandemic has led to increased
investors’ interest in fintech in payments.

In 2018, $49.9 billion was invested in payments, in 2019 — $113.3 billion, in 2020 —
$27.8 billion and in the first half of 2021 — $19 billion (Fig. 2).

billion dollars
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Fig. 2. Global investment activity in payments, 2018 — first half of 2021

Source: compiled according to the source [11].

During the first half of 2021, interest in fintech grew rapidly in most regions of the world.
KPMG [11] predicts that in the second half of 2021 this interest will remain, as well as:

increased attention to cryptocurrency and trading platforms, will capture alternative asset
trading, NFTs, and support structures;

increased M & A activity in mergers and acquisitions to encourage corporations to
increase transnationalization and universalization;

increase of the importance of cybersecurity in protecting their businesses from fraud,
cyberattacks;

increased attention to B2B services such as banking-as-a-service, and not only in the
sphere of payments, but also in the spheres of regtech, wealthtech, and insurtech;
development of a multi-stakeholder partnership in the financial sector to expand the range
of services provided by financial companies.

During the pandemic, awareness of the importance of tech skills has increased significantly,
but there is a problem of limited opportunities for their development in developing countries,
particularly in Ukraine.

In 2020, the following measures were taken towards the development of fintech in Ukraine:

124

a new law on financial monitoring was enacted, allowing remote identification and
verification of clients;

the Law of Ukraine «On Virtual Assets» was enacted, allowing to regulate the process of
circulation of cryptocurrency and development of the cryptosphere;
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e the NBU became the regulator of financial institutions, creating equal conditions for
banking and non-banking institutions to operate on the market;

e the Fintech Development Strategy 2025 [12] was developed to stimulate innovation,
improve the availability and quality of financial services, and create a strong fintech
ecosystem;

e the Ukrainian Startup Fund was established to promote the creation and development of
technological startups.

Quarantine restrictions have accelerated the process of financial services digitalization.
Increased competition in the financial market encourages businesses to innovate actively. During
the pandemic, banks and fintech have worked together to improve remote customer service and this
partnership should be developed further.

Ukrainian fintech projects have received good opportunities thanks to cooperation with the
global technology platform Visa, which created favorable conditions for realization of new business
ideas to participants of fintech market.

In 2020, $571 million was invested in Ukrainian fintech in the form of private and venture
capital, which is 5% more than in the previous year. According to DealBook 2021 [13] (annual
survey of the venture market of Ukraine) this index is a record for our country. AirSlate, Creatio,
GitLab, Restream received 62% of the investments in 2020. This year’s fast-growing startup was
Reface (Fig. 3).
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Fig. 3. Investment activity in Ukrainian fintech, 2018—2020

Source: compiled according to the source [13].

In 2019, a $544 million investment was raised, a 68.4% increase ($199 million) over 2018.
At the same time, 77% of the investments in 2019 were received by Grammarly, GitLab, People.ai.
In the early stages of financing, startups raised $ 44 million [13].

During 2020, early-stage investment grew by 250% to $161 million, of which $42 million
was invested in the seed stage and $119 million in the series A stage. Most of the funds were
invested by foreign investors. Ukrainian investors invested in the early stages (seed and series A) of
attracting capital to national startups, only Dragon Capital and Horizon Capital invested in the
business growth phase (Fig. 4).
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Fig. 4. Investing in Ukrainian fintech in the early stages, 2018—2020

Source: compiled according to the source [13].

In 2020, the amount of funding at the beginning of the business more than doubled,
compared to 2019, to $42 million and in the A series stage rose more than fourfold, reaching a
record value of $119 million.

The growth of investment activity in the context of the crisis and achievement of high
development indicators at this time indicates the sustainability and adaptability of the Ukrainian
fintech-ecosystem. Its further development depends on the capabilities of financial technology
market participants.

Directions for further development of fintech in Ukraine:

e improving the level of financial and digital literacy;
improving the availability and safety of non-cash transactions;
fintech-ecosystem infrastructure development;
integration of the national fintech ecosystem into the global fintech ecosystem;
accretion of the fintech market investment potential;
financial services market digitalization.

Conclusions. Trends in the development of the Ukrainian financial technology market are in
line with general world trends. In Ukraine, however, fintech is developing at a slower pace than in
other European countries and this market is mostly limited to payment services and online lending.
It is necessary to introduce modern transparent methods of regulating the fintech market in order to
stimulate financial innovation projects and consumer protection, to stimulate interaction of fintech
companies and banks, other financial institutions towards the development and diffusion of
financial innovations.
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