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The aim of the study is to outline the main trends, problems, and risks that should be addressed through cooperation between fintech companies and banks
at the current stage of international financial market development. The analysis of the current situation in the financial market shows that innovative tech-
nologies play a key role in the development of banking and financial services in the world. The problems of the flexibility of traditional financial institutions
do not coincide with the ever-growing needs of clients to receive the highest quality, cheap and fast financial services. Technology-driven companies continue
to develop the digital innovation field, which has generated considerable interest in its implementation in banking and finance. The article describes the main
reasons for the partnerships between banks and fintech companies, the motives and trends of investing in fintech development, the main stages of prepara-
tion for partnership and the area of highest interest for implementation of innovations by international banks. An applied aspect of this article is the analysis
of the practical experience and forms of successful cooperation between banks and fintech companies in different countries of the world. The research results
highlight the main stages of preparation for international banks’ cooperation with fintech companies, as well as the most popular products and services to
enhance effective integration between them. Based on the results obtained, measures to strengthen cooperation between banks and fintech companies are
justified, which will make the process of satisfying financial services consumers more rapid, simple, accessible, and efficient. The authors identify the major
challenges and risks facing the Ukrainian aintech market, including the legal and regulatory environment, slow adoption of innovations by traditional banks,
lack of open APIs in the banking sector, limited access to capital and financing for fintechs, etc. A prospect of further research in this area is to substantiate
common and distinct approaches to regulating activities of fintech companies in different countries around the world, including capitalization and financial risk
management requirements, as well as KYC (Know Your Customer Identification) procedures in customer service. The further development of the fintech industry

is significantly transforming the business models of international banks and could lead to the replacement of classic forms of banknotes
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Cnoboda /1. A, flem’aHuk O. M. lMepcnekmueu ma pusuku iHyiamue
Fintech y mixcHapodHomy 6aHKigHUymei

Mema yb02o 00cnioMeHHA N0AA20E 8 OKpecneHHi OCHOBHUX meHOeHUil,
npobem i pusukie, AKi CAiO epe2yn0BAMU WAAXOM CMIBNPAYi MiX KOMMa-
Hismu Fintech ma 6aHKamu Ha cy4yacHomy emani po38UMKy MixHapoOHo-
20 (hiHaHCOB8020 PUHKY. AHANI3 Cy4acHOi cumyauii Ha (PIHAHCOBOMY PUHKY
[10Ka3ye, Wo iHHo8auiliHi mexHosnoeii 8idizparome K408y ponb y po3su-
mKy 6aHKieHUYMea ma ¢iHaHcosoi chepu y caimi. Mpobnemu eHyukocmi
mpaduyiliHux iHaHcosuX ycmaHoe He cnienadaoms 3 nocmiliHo 3pocma-
to4yumu nompebamu KnieHmie 8 ompumMaHHi Haliguwjoi AKocmi, dewesux
i weudkux ¢iHaHcosux nocaye. Komnaii, o Kepylomsca mexHonoeiamu,
npodosxyoMs po3susamu cgepy Yuhposux iHHOBAYil, W0 CApUYUHUNO
3Ha4Hul iHmepec wo0o ii imnnemeHmayii' y cgepi 6aHKieCbKOI cipagu ma
hiHaHcie. Y cmammi po3Kpumo 0CHOBHI MPUYUHU MAPMHEPCLKUX B3AEMO-

8iOHOCUH Miw b6aHkamu ma Fintech-komnaHiamu, momusu ma meHoeHyji

iHeecmyeaHHA y chepy po3sumky Fintech, ocHosHi emanu nideomosku 00
napmHepcmea ma cepu Halisuwoi 3ayikaeneHocmi wodo 8APoBAOHEH-

HA iHHoBayili 3 GOKy MixHapoOHUX 6aHKie. MMpukAaOHUM acnekmom uiel

cmammi € aHani3 Npakmu4yHo20 00csidy Ma hopm ycriwHoi crignpayi mix
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Cnoboda /1. Al., flemeaHuk A. H. lepcnekmuebl u pucKu uHUyuamue
Fintech e mupoeoli 6aHko8cKoli cucmeme

Llenb 3mozo uccnedosaHus 3akatoyaemcs 8 onpedeneHuu 0CHOBHbIX MeH-
OeHyuti, Mpobaem u puckos, Komopble ciedyem ypezyauposams mymem co-
mpydHu4ecmaa mexdy Komnaxuamu Fintech u 6aHKamu Ha cospemeHHOM
amane pazsumus MexoyHapoOHo20 (hUHAHCOB020 PbIHKA. AHAAU3 cospe-
MeHHOU cumyayuu Ha (UHAHCOBOM PbIHKE MOKA3bIBdeM, YMO UHHOBAYU-
OHHble MEXHO/02UU U2Palom K/Ko4esylo ponb 8 paseumuu 6aHKOBCKO20
dena u uHarcosoli chepsl 8 mupe. pobaembl 2ubKOCMU MPAOUYUOHHbIX
(huHaHcosbIX yupexdeHull He cosnadarom ¢ MOCMOAHHO PACMywumu fo-
mpebHOCMAMU K/UeHMOo8 8 MOoAYyYeHUU BbICOKO20 Kayecmea, Oewesbix
U Gbicmpbix hUHAHCOBbIX ycaye. KomnaKuu, ynpasasembie mexHoA02uAmMU,
npodonxaom pazeusamo cgepy Yugpossix UHHoBAYUL, nosnekwue 3Ha-
YumenbHbIli UHMepec K ee umnaemeHmMayuu 8 cepe 6aHKo8CKoz20 dena
U (huHaHCO8. B cmambe packpbimbl 0CHOBHbIE MPUYUHbI NAPMHEPCKUX 83aU-
MoomHoweHuil mexdy baHkamu u Fintech KomMnaHUAMU, MOMUBLI U MeH-
OeHyuu uHeecmuposaHus 8 cepy passumus Fintech, ocHogHbie 3manbl
n10020MOBKU K MapmHepcmey U cghepbl 8bICOKOL 3aUHMepPecosaHHOCMU o
8HeOpeHUt0 UHHOBAYUL cO CMOpOHbI MexdyHapoOHbIX 6aHKos. Mpukaad-
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baHkamu ma Fintech-komnaHiamu y pi3Hux KpaiHax ceimy. Pesynemamu
docnidmeHHs darms 3Mo2y BUOKPeMUMU K/t0408i emanu nid2omosku 00
cnignpayi mixHapoOHuUx baHkie 3 Fintech-komnaHiamu, a makoxc Halimony-
AApHiwi npodykmu Ui mocayau 0118 NocuneHHs ehekmugHoi iHmezpayii mix
HUMU. Ha ocHosi ompumaHux pesynsmamie 0brpyHMosaHo 3axodu Wooo
nocuneHHs cnignpayi mix 6aHkamu ma Fintech-komnawiamu, wio 3pobume
npouyec 3a0080/eHHA CrIOXUBAYie GiHaHCoBUX nocaye binbwy WeuoKum,
npocmum, 00CMynHUM Ma eekmusHUM. ABMOPaMU BU3HAYEHO OCHOBHI
BUK/UKU Ma pu3uKu, AKi cmoame neped yKpaiHceKum pukkom Fintech, ce-
ped AKUX npagose ma pezynamopHe cepedosulye, nosineHe npuliHAMMA
iHHo8aYili mpaduyiliHumu baHKkamu, sidcymHicmb 8iokpumux APl 8 6aHKy,
obmexceHuli docmyn 0o kanimany ma ¢iHaHcyeaHHs 0 FinTechs mouwjo.
[Mepcnekmusamu noOanbUWUX HayKo8UX 00CAIOMEHb Y LbOMY HAMPAMI € 06-
'DYHMYBAHHS CMibHUX i BIOMIHHUX Ni0X00ig w000 peaysmo8aHHA isnbHoCcMi
Fintech-komnaHili y pi3Hux KpaiHax ceimy, 30kpema, w000 8UMO2 Kanimani-
3auii Ma ynpasniHHA iHaHCOBUMU PU3UKAMU, 0 MaKox¢ 30ilicHeHHSA npoye-
dyp KYC (Know Your Customer Identification) npu 06¢ny2o8yearHi kaigHmig.
Modanbwuli po3sumok Fintech-iHdycmpii cymmeso mpaHcgopmye bisHec-
Modesi MixHapoOHUX baHKie i Moxce npusecmu 00 3aMillieHHS KAACUYHUX
thopm baHKiHey.
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HbIM aCIEKMOM CMamou A6/9emcs aHaAU3 MPaKMUYECKo20 ombima U hopm
ycnewHo20 compyoHuyecmsea mexcdy 6aHkamu u Fintech-komnaHusmu
8 Pa3HbIX CMPAHAX Mupa. Pe3ynbmamsl uccaedosaHus no3eonsom gbide-
UMb KAtovYesble 3mansl Peanu3ayuu compyoHu4ecmea MexoyHapoOHbIX
6aHKoe c Fintech-komnaHuamu, a makxce Haubonee nomysspHsle MpodyKmol
U ycayeu 041 ycuneHus 3ghpekmusHol uHmMe2payuu mexcoy Humu. Ha ocHo-
8e MonyyeHHbIX pe3yabmamog 060CHO8AHL!I MePOMPUAMUS M0 YCUAEHUIO
compyoHuvecmea mexdy baHkamu u Fintech-komnaHusmu, ymo coenaem
npoyecc yoosnemsopeHus nompebumeneli puHaHco8bIX ycaye bonee bbi-
CMpbIM, MPOCMbIM, AOCMYNHbIM U 3hheKmusHbIM. ABmopamu onpedesneHsl
OCHOBHbIE 8bI308bI U PUCKU, KOMOPble CMOAM Meped YKPAUHCKUM PbIHKOM
Fintech, cpedu kKomopbix npasoeoe nose u cpeda KomnalieHca, MedneHHoe
MpUHAMUE UHHOBAYUL MPAOUYUOHHLIMU BAHKAMU, omcymcmeue omKpbi-
meix APl 8 baHKe, o2paHuYeHHbIl docmyn K Kanumany u (UHaHCUPosa-
Huto 08 FinTechs. MMepcnekmugamu OanbHelWUX HAYYHbIX UCCAe08aHUL
8 IMOM HanpasneHuu Aeasemca 060CHOBaHUE 0BWUX XapaKmepucmuk
U pazauyuli peayauposaHus desmenbHocmu Fintech-komnaxul 8 pasHbix
CMpaHax mupa, 8 YaCMHOCMU, OMHOCUMenbHO MpeBoeaHull Kanumanu-
304UU U ynpasneHus (UHaHCo8bIMU PUCKAMU, 0 MaKX#e ocyujecmesneHue
npoyedyp KYC (Know Your Customer Identification) npu obcaymusaHuu Kau-
eHmos. JanbHeliwee passumue Fintech-uHdycmpuu cyuiecmeeHHo mpaHc-
thopmupyem 6usHec-modenu mexoyHapoOHbIX BAHKO8 U MoXem npusecmu
K 3aMeWjeHUI0 KAaccuveckux opm 6aHKuHea.
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Introduction. Change is the only constant today. For
ages, banks have had no significant competitors at all. Consum-
ers have often needed to pay higher and even hidden fees for
banking services. However, during the last decade, the sphere
of the financial industry is being shaken and reshaped by digi-
tal transformation, customer relationships and experiences
changed by new technology. The main goal of Financial Tech-
nology is to lead the industry to prosperity.

With recent open banking regulations, banks will have to
continue to work beside fintech companies and non-traditional
financial services firms in order to deliver their services. Fur-
thermore, today’s fintech trends show us that the financial ser-
vices industry needs to learn how to best integrate technology
into their strategy in order to meet the growing requirements of
their tech-savvy customers. That is why it is crucial to explore
and study the global trends of fintech integration in the banking
industry, considering the barriers that occurred and the most
significant results.

Literature Review. Possibilities of cooperation between
banks and fintechs at the international level are one of the most

important and discussed issues in the area of financial innova-
tions and banking among professionals, scientists, lawyers, ad-
visors, and other users of analytical publications. Famous bank-
ers and knowledgeable participants from different authorities,
especially the World Bank, International Finance Corporation,
Basel Committee on Banking Supervision, Central Banks, Fi-
nancial Authorities, External Audit Companies, and others,
play an important role in the development and implementation
of modern practical approaches to the creation of open bank-
ing, which is impossible without fintechs.

Schueffel (2016), e.g., states that fintechs are companies
that apply technology to improve financial activities. Ernst &
Young’s Report (2017) looks at some of the common barriers
to effective collaboration — from navigating procurement and
vendor risk management to technical implementation — and
how banks and fintechs can overcome them. A famous Ameri-
can economist Jim Marous (2018) disclosed the key factors of
banks and fintechs collaborations. He explains that moving
from a competitive perspective, traditional financial institu-
tions and fintech firms now understand that cooperation may
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be the best path to long-term growth. Tiberius and Rasche
(2017) show a huge potential of fintechs by conducting a multi-
ple-case study, which confirms the advantages of new services
in several different product segments.

Methods. The methodological basis of the study is a
comparative analysis of the modern trends in the global Fin-
Tech and banking industry. The authors apply statistical analy-
ses and logical interpretation to estimate analytical trends re-
lated to volumes and factors of successful cooperation between
financial technology firms and banks.

The purpose of the research. The purpose of the article
is to outline the main issues for the integration of innova-
tions in banks globally and to explore the successful partner-
ship examples. Case studies often provide interesting insights
and they can motivate a more rigorous analysis of a research
problem.

Results. The high cost is one of the reasons preventing
consumers from using the required product or service. Some
customers, especially those in poor countries, get excluded
from the world of financial services. Meanwhile, fintechs are

Investments, bin USD

working on reducing the costs by providing services through
innovative ways.

New online payment service providers eliminate high
bank fees by matching its users’ currency demand and sup-
ply. This has particularly benefited many customers who use
cross-border payments. For example, TransferWise, a money
transfer company offering across 750 currency routes, with
a customer base of over 1 million. They built a local bank-
ing network across the world, which enables money transac-
tions without crossing the borders. The system automatically
links the currency flows at the real mid-market exchange rate
and pays out from the local account. This approach cuts the
traditional banking fees and avoids FX. As a result, transfer-
ring GBP1 billion per month globally entails saving consumers
GBP1.5 million every day compared to traditional bank trans-
actions. The service is up to 8 times cheaper than the UK’s
major high street banks [11]. No wonder that this innovative
sphere attracts a lot of attention. The fintech industry shows
over USD111.8 billion investment in 2018, about five times
more than that five years earlier (Fig. 1).
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Fig. 1. Total investments in fintechs, 2013-2018

Source: [11]

The global analysis of investment in FinTech shows the
following market trends [10]:

* In 2018, global fintech investment hit USD111.8 bil-
lion with 2,196 international deals;

* Global investment in fintechs more than doubled, led
by three mega 10 billion+ deals;

* Corporate venture capital investment in fintechs
topped USD23 billion, more than double 2017 re-

sults;

Global cross-border fintech M&A activity reached
USD53.5 billion in 2018;

Investment in blockchain and cryptocurrencies
stayed at USD4.5 billion.

The growth of the industry has confirmed the common
belief that fintechs will disrupt banking. However, cooperation,
not a competition, will be the main source of disruption. The
most crucial threat to banks comes not from fintechs but from
traditional competitors’ better cooperation with fintechs [4].

In 2017, the average return on equity (ROE) for the larg-
est 200 global banks was just over 7.1 %. If the goal is ROE of
12 %, the top 200 global banks should increase their revenues
by 15 % and reduce costs by 13.7 %. Using fintech solutions will

help banks drive down costs, innovate and enhance customer
services. For banks to rebuild sustainable ROE, they must cre-
ate better ecosystems. These will be possible using a partner-
ship approach with fintech firms — to help reduce structural
costs, enable enhanced regulatory compliance, and better serve
customers.

Financial technology firms tend to recognize the signifi-
cant costs of customer acquisition in financial services and bar-
riers to international business that banks are well-equipped to
overcome. Furthermore, the fintech community is aware of the
opportunity to become part of the global banking ecosystem,
developing technology that can help transform the entire in-
dustry, not just support one bank.

For fintechs, it can be difficult to negotiate the long
procurement cycles of big banks. For banks, it’s a challenge to
successfully implement advanced technology in large organiza-
tions based on IT from the 1970s [12]. In the successful part-
nership process both parties should create their own strategies
and follow the market rules (Tbl. 1).

Picking the right fintechs to establish relations with and
successfully implement innovations remain challenging for
banks that have weak adjustments experience. Fintechs should
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The partnership imperatives for banks and fintechs

Table 1

Banks

Fintechs

Develop fintech innovation
framework

Choose innovation operations
model

Articulate value proposition

Differentiate with regulatory
prowess

Assess fintech involvement
strategies

Manage staff and system

Be prepared and well-
networked

Build a robust business

change

opportunity

Source: [14]

better present the clear benefits of their technology and show
the results in practice. The following steps are recommended
for effective cooperation with banks:

* ensure leadership buy-in;

* establish explicit business objectives;

+ align expectations at the start;

* gain access to incumbent firms’ infrastructure;

* ensure cultural compatibility;

* define ownership of the intellectual property;

* develop and monitor indicators;

* seek timely dialogue with stakeholders;

* monitor continuously;

* develop contingency plans to protect against

partnership failure [12].

Banks’ preferences, %

A partnership approach enables a range of banks to
jointly develop new technology ecosystems that they can adopt
in the future. Large banks in the Asia-Pacific region are more
focused on developing products in-house than those in other
regions, particularly in the digital payments space to serve the
underbanked customer segment. North American banks prefer
investments over product development, and a number of major
US banks have invested in fintech start-ups. European banks
have typically taken a balanced approach and may be more
willing to make mergers and acquisitions part of their fintech
strategy. Generally, only one-quarter of the 45 global banks
are actively engaging with fintechs by collaboration, develop-
ing their own fintech products, investing in innovative firms
or buying them.

120.0
100.0 2.9 4.4 0.4 TLLLT 2.7
12,5
26.5 19.6 20.0
80.0
29.8
60.0
24.6 25.1
50.9
40.0
46.0 50.9
20.0
0.0 - T T — — |
North America Asia-Pacific Global Regional banks'
B3 Mergers&Acqusitions EZ1 Inverstment E= Product/service 3 Collaboration
Fig. 2. Regional banks’ preferences towards cooperation with fintechs
Source: [14]

Fintech firms should be clear about their pricing strat-
egy, which needs to reflect the value for both parties. Another
common concern is the protection of intellectual property. In
many instances, ideas have been shared in confidence with
banks, only for their in-house IT functions to build something
comparable. It is essential for fintech firms to find a balance
between protecting and sharing. Clearly, for a value proposi-
tion to be compelling, the core concept needs to be explained
and justified [4].

Partnerships can be equally beneficial for both sides.
There is an opportunity for banks to increase revenue and pro-
vide more services without necessarily taking on additional
risks or involving new staff while providing a new level of ser-
vices. At the same time, fintechs can obtain a key to a new cus-
tomer base and the opportunity to leverage extensive financial
services while navigating the regulatory environment.

Usually, banks enable new fintech products by providing
network, know-how, their own products. They enable the fin-
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tech industry’s entry by giving regulatory infrastructure, prod-
ucts and funds. Banks also increase fintech’s profits by provid-
ing Clients, Network, Funds, and Reputation.
Significant benefits for the banks when it comes to part-
nerships are the following [6]:
* willingness to cooperate with fintech companies to
develop a solid structure of improvements towards
innovation;

Increased access to younger consumers

Increased access to younger consumers | n

. |
Increased access to conumers in new markets [P 8

* continuously engage their regular customer base with
innovative, digital options;
* improvement of customer satisfaction through the
agility and new insights from fintechs.
Banks see the benefits of their collaboration with fin-
techs in the spheres mentioned in Figure 3.
Banks are constantly evaluating improvements of ser-
vices and offerings for their customer base. Fintech firms are

| 42

Lower cost of doing business

Lower capital exenditures

|44

1| 59

Expanded mobile mdtrsng functions

Enhanced brand reputation

30 40 50 60 70 Benefits, %

Fig. 3. Benefits banks identify from fintech partnerships

Source: [6]

trying to establish themselves in the long-term run as strong
providers of financial services through ongoing, quality usage
and customer activation. Generally, both banks and fintech
companies are focused on increasing the market share that can
clearly come from a successful partnership.

The main improvements in the application of digital
technology have occurred so far in lending, payment systems,
financial advising, and insurance. In all those areas of business,
fintech has the potential to reduce the cost of intermediation
and broaden access to financial services increasing financial
inclusion. One of the most important reasons for this role lies
in the possibility to help overcome information asymmetries,
which are at the root of the banking industry. At the same time,
financial technology firms have no legacy and old technologies
to deal with. This leads them to have a larger innovating capac-
ity than traditional entities.

Banks still dominate the market for transaction services,
but payment innovations usually come from non-banks such as
PayPal or TransferWise. Mobile-based payment schemes have
a great impact in countries where the share of people owning
a current account at a bank is small. For instance, countries in
Africa where only one in four people have a bank account but,
on the contrary, many of them have access to a mobile phone,
are becoming testing fields for new payment systems as well as
for loans for consumers with little credit history.

Traditional payment systems may also be disrupted by
digital currencies. In those currency infrastructures or cryp-
tocurrencies, encryption techniques regulate the generation of
currency units using blockchain technology.

Additionally, according to the report by Accenture,
blockchain itself can help investment banks cut costs by more

than 30 % across the middle and back office, translating into
savings from USD8 to USDI12 billion annually. Blockchain-
based systems remove the overhead costs related to confirming
authenticity. Using a distributed ledger system, confirmation
is effectively performed simultaneously by everyone on the
network. This reduces the need for intermediaries — stock ex-
change, money transfer services, payment networks, etc. [1].

Robo-advisors, computer programs that generate invest-
ment advice according to information they have about custom-
ers, and using machine learning tools, are a cheap alternative to
human wealth advisors. Furthermore, if programmed properly,
robo-advisors may avoid some of the usual conflicts of interest
that plague the sector [7].

Software-as-a-Service is a common approach where fin-
techs license or sell their underlying technology to banks and
other financial institutions. Typically, this would be a white la-
bel offering where the bank puts its branding on the product
to offer an end-to-end solution. Fintech startups, on the other
hand, get access to low-cost funding through a trusted part-
nership while knowing that the regulatory requirements will be
taken care off through the bank’s infrastructure.

Referral is an especially interesting approach — as it
would almost seem counterintuitive — where banks refer clients
to relevant fintechs to plug the gaps in their service offerings.
But it is also a process that can help the billions of unbanked
and underserved individuals globally to get access to better fi-
nancial service offerings. It is particularly common in the lend-
ing sector where fintechs are typically able to offer quicker cus-
tomer onboarding, faster processing & approval times, cheaper
loans, and more alternative methods of funding & lines of
credit. For banks, there are a number of benefits to the referral
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approach. They improve the customer experience by plugging
product gaps with outsourced fintech services, which will help
to retain the customer relationship. Referral fees can also be an
additional source of revenue.

The more traditional approach would be for banks to
purchase the rights to the technology or buy-out the company
as a whole. But, contrary to popular belief, this is not very com-
mon, and the acquisition activity has only picked up recently.

According to the survey by London law firm Sim-
mons & Simmons, 31 % of banks and asset managers were
expected to fully acquire a fintech startup in 2018. Examples
of top banks acquiring startups include BBVA (Madiva, Open-
Pay, Simple), BNP Paribas (Gambit, Compte Nickel), Goldman
Sachs (Final, Finance It, Honest Dollar), and JP Morgan Chase
(WePay, MCX) [13].

The practice research shows a lot of successful examples
of the collaborations between banks and fintechs. Some of
them are listed below.

1. Commerzbank wanted to launch a mobile based app
for its banking services. Unfortunately, EU laws re-
quire that bank customers verify their identity to the
bank in person, which would mean that signups out-
side a bank branch are impossible. However, ID now
came into the picture and gave them a solution that
allows them to verify their customers’ identities via
video on their smartphone or computer. It results in a
50 % increase in conversion for customers sought and
downloaded the app and became customers.

2. FidorBank built an online bank account that includes
a wide range of financial products including a real-
time, easy to use and low cost ePayment system. What
was only missing is an eWallet that allows Fidor Bank
customers to buy currency, make payments and view
balances in multiple European, North American, and
Australian currencies. CurrencyCloud offered them
a payment engine that they could include into their
services without any investment in additional infra-
structure. Thus, a huge reduction in forex costs for Fi-
dorBank customers, which led to growth in customer
base from 200,000 to 315,000 customers (157.5 %).

3. Bankia, a Spanish bank that manages 33,000 SMEs
sending and receiving invoices. Managing this pro-
cess has created huge costs for the bank, and causes
suppliers to be delayed in payments. Eurobits offered
them an invoicing system that allows creating the sup-
plier portals to operate with the bank. Bankia moved
the invoicing services of 33,000 SMEs to an electronic
system, and almost all its invoices are now electronic,
resulting in the reduction of cost of sending/receiv-
ing an invoice to EUR2.50 and payment period to an
average of 10 days.

4. A mobile bank, N26, offers a free current account and
a debit Mastercard to its customers. Anyone in the
Eurozone can use this card from any country, and
can sign up in under 10 minutes with a valid ID. At
the beginning, there was a need to use regular banks
for making foreign payments at a high cost. However,
they signed agreement with Transferwise, which sig-
nificantly lower the cost of making cash withdrawals

in a foreign country that did not use EUR. N26 started
from 100,000 customers before its Transferwise part-
nership and went to 500,000 customers (500 %) in the
2 years since, by removing one of the biggest barriers
to their internationalization: forex costs [14].

5. JPMorgan Chase has signed an agreement with Plaid,

aleading data aggregator, marking an important mile-
stone in efforts to protect customers’ financial data.
This will assist customers in using popular financial
apps to make decisions with their money while giv-
ing them control over how their data is used and ac-
cessed. Secure API enables information to be shared
securely for 2.3 million Chase consumers and small
business customers [9].

6. Another mobile bank, Tandem Bank, announced a

new automatic savings service that will be powered
by the global payment system of Stripe. Tandem Bank
said the new option allows customers to set up rules
that automatically move money from their current
accounts with other providers to a savings account
with Tandem. Users are creating individual sets of
rules, such as rounding any payment up to the near-
est pound, to make saving weekly [15].

7. Diamond Trust Bank (DTB) is partnering with Kopo

Kopo in Kenya and Uganda to serve retail merchants.
Kopo Kopo equips retail merchants in East Africa to
accept digital payments and offers them small loans.
In Uganda, Kopo Kopo and Diamond Trust Bank
teamed to create PayEasy, a mobile wallet connected
to a DTB account. The partnership aids DTB's focus
on reaching SMEs, Kopo Kopo’s primary customer
base. DTB provides an access to full-functioning bank
accounts for Kopo Kopo merchants. Kopo Kopo pro-
vides the payments technology and platform as well
as access to a vast network of retail merchants who
are already using its service. Mastercard is partner-
ing with Grindrod Bank and Net1 to reach unbanked
population segments in South Africa. The partner-
ship is part of a larger effort by the South African gov-
ernment to provide bank accounts and debit cards to
17 million social grant recipients and thereby digitize
social grant payments. Grindrod Bank provides the
banking license for the operation and the bank ac-
counts for new customers. Mastercard provides the
network and access to POS and ATMs. Net1 provides
the biometric technology and a customer onboarding
process.

8. ICICI Bank is cooperating with Stellar to build a block-

chain payments system. Stellar provides ICICI Bank
with blockchain infrastructure designed to oversee
the movement of money. Indian and foreign custom-
ers of ICICI Bank can transfer money through a free
mobile wallet over Stellar’s platform. These transfers
are made in real fiat currency, but internally they are
documented in cryptocurrency. While the transfers
are recorded on Stellar’s ledger in a cryptocurrency
called “lumens’, ICICI Bank holds the value for these
transactions in Indian rupees in a pooled account.

9. Santander Bank is partnering with PayKey to build
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a peer-to-peer payments platform integrated into
messaging applications such as WhatsApp and Fa-
cebook Messenger. The platform allows Santander’s
customers to send funds from their accounts to
friends or family by pressing a custom key on the
phone’s keyboard, entering an amount, and verifying
the transaction. PayKey developed the platform, in-
cluding the integration of a key into customers’ key-
boards [5, ¢.28].

Some banks consider that the best form of defense is at-
tacks. They are launching their own fintechs to expand their
market share. For example, Goldman Sachs launched its on-
line bank offering competitive rates on savings accounts and
liquid CDs, named Marcus. The company has accumulated
more than USD26 billion in deposits and lent USD3 billion to
customers, generating over USD1 billion of new revenue for
Goldman Sachs. Marcus allows its customers to benefit from
one of the highest savings account interest rates available. ING
launched its mobile one-stop money platform — Yolt, which
aimed to help people keep track of their finances. The company
was established in the UK in June 2017 and has quickly sped to
500,000 registered users in less than 18 months [2]. Royal Bank
of Scotland (RBS) has announced the launch of a new digital
bank, named Bo, which is aimed at customers with tight bud-
gets who want to take greater control of their spending. It also
offers a digital alternative to the slew of challenger banks pre-
senting genuine competition to their traditional rivals [8].

The analysis shows that banks have taken proactive ef-
forts to counter challenges created by fintech. They have cre-
ated internal digital teams and are exploring the possibilities in
startups, partnerships, and funding. Apart from such efforts,
banks also need to focus on their IT operating model. Banks
should adopt a fintech strategy to create a real advantage. They
should be bound to follow build fast or fail fast approach which
has been one of the important factors for fintech success re-
cently. Consumers are the ones who are real and clear winners.
In view of this, one can easily conclude that the collaboration
between banks and fintech will make a process faster, better,
more simple, efficient and above all Customer-centric [3].

In case of Ukraine, fintech is beginning to take off with
more than 60 companies at different stages of maturity. Ex-
perience shows, that PrivatBank (prior to its nationalization)
was arguably the largest fintech example in the country, of-
fering technological services that were ahead of not only the
local Ukrainian market but also the European one. Fintech
started to draw the attention of the financial sector players of
Ukraine only in 2017 after a series of fintech related forums and
events. It was expected that more focused efforts to support
the development of this important sector would take place till
2020 [16].

Fintech development is also being actively supported
through various initiatives undertaken by the National Bank of
Ukraine. It approved the Comprehensive Program of the Ukrai-
nian Financial Sector Development (Resolution No. 391 dated
18 June 2017), which includes a number of initiatives, such as
cashless 2020 Strategy, exchange of documents in electronic
format using electronic signatures; cancellation of stamps,
seals and paper copies; storage of documents in electronic for-
mat; remote identification of a person; possibility to order fi-

nancial services online; electronic certification of scanned cop-
ies and signing of cash documents; possibility to use the Bank
ID system for remote identification; protection of the rights
of financial services users; new rules to facilitate the licens-
ing of payment service providers. It is important to note that
the top management of Ukrainian fintechs consists mainly of
ex-bankers (70 %) with experience at large commercial banks,
e.g., PrivatBank, FUIB, Raiffeisen Bank Aval, Universal and
Alfa-Bank. About 23 % of managers are business environment
managers, and 7 % are from the IT sector. Over 37 % of the
fintech providers are engaged in the B2B market segment and
target SMEs. Several of the fintech providers have partner rela-
tionships with banks and international payment system provid-
ers. These include, white labeled P2P card service transactions,
supporting co-branded payment cards and payment services.
The primary partners include PUMB, Oschadbank, Alfa Bank,
Raiffeisen Bank Aval, Tascombank, and international payment
service providers.

Currently, the main challenges and risks facing the
Ukrainian fintech market include the legal and regulatory en-
vironment; slow pace of adoption of innovations by traditional
banks; lack of open APIs within the banking sector; limited ac-
cess to capital and financing for fintechs. Appropriate adjust-
ment of these risks can build and promote a resilient and thriv-
ing financial system, and engage many users, suppliers, innova-
tors, peers to help shape and deliver a resilient and innovative
payment ecosystem in our country.

Despite the high probability of risks of digital technolo-
gies, the potential of their use is much higher, so public authori-
ties should develop national digital transformation strategies,
improve the institutional structure of fintech, monitor the most
advanced global financial technologies, adapt to international
regulatory practices and oversee regulations. It is also neces-
sary to increase consumer awareness and financial literacy.

Conclusion. This paper analyzes the key reasons for
banks and fintechs to cooperate based on the analytical re-
sults of case-studies and major trends in the market. The study
defines the main stages of pre-cooperation preparations for
fintech and the most popular products for integration. Banks
need to push ahead with further digitalization and adopt more
fintech products as part of this drive. Moreover, the investment
trends in fintech show that the revolution begins and banks will
be forced to cooperate with financial technology firms.

The best advantage of fintech, as a whole, is the speed at
which it can develop. While it can take years for an established
and regulated financial company to launch some sort of a new
service, fintech companies can appear out of nowhere and start
taking their share of the market. Besides this, the study shows
that preferences regarding the type of cooperation differ from
region to region. So, it is very important to explore more deeply
such differences.

The crucial point is benefits that banks identify from
fintech partnerships. It shows that fintechs will be strongly fo-
cused on a few major areas (mobile banking, cost-saving pro-
grams). Banks begin to plug the gap between recognizing the
importance of technology and actually incorporating it into
their business models. At the same time, those banks that do
already have a system in place to support fintech adoption — or
have already set out on the path to instating one — arein a good
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position with regards to what will be an increasingly vital and
defining aspect of the future of the industry. The traditional
barrier between the developed world and emerging markets is
shrinking fast thanks to the rapid digitization and development
of the fintech industry. As a result, we are heading to a com-
pletely digitized, transparent and decentralized global financial
system much sooner than it was previously thought.
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