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fintech is not boring

D: What’s so special about FinTech?
FTF: FinTech startups can face challenges that other startups do not. Fin-
Tech always relates back to money which can be a very important but 
personal issue for many people. Users do not want to risk losing it, so 
startups normally have only one chance to get it right. Building trust in a 
FinTech product is essential but can take time. Because it is so personal, 
people may be reticent to discuss what they are doing with their money, 
amongst friends and social networks. And in the B2B space competitive 
pressures can undermine sharing. This may limit the extent to which Fin-
Tech products can grow virally. Other potential challenges for FinTech 
startups could also include regulation, legislation, and making costs 
competitive at small scale.

D: And what’s going to fill that space?
FTF: It’s obvious to us that there is space for technological innovation 
and creativity. However we believe true innovation is more likely to come 
from outside the finance industry. Banks and financial institutions are just 
not the kind of environment where creativity flourishes. It may happen in 
coffee shops, or around someone’s table, but it all starts with an idea. But 

building this idea into a viable business is 
another matter. At some point FinTech requi-
res industry knowledge and insight because if you un-
derstand exactly why the current business model persists as it 
does, you are more likely to find ways to successfully challenge 
or disrupt it. And finance is worth understanding as imagine dis-
rupting the 74 trillion dollar global investment business, as just 
one example.

D: So it’s about finding creative solutions?
FTF: Exactly. Finance can be complicated but creative soluti-
ons can simplify this complexity. Varied and multi-generational 
users will only migrate to solutions that make it easy to accom-
plish what they want. Too much complexity will often discoura-
ge or delay usage. FinTech startups therefore need to keep the 
user experience as simple as possible. Good user experiences 
can also build trust and confidence, which again, is especially 
relevant for the financial sector. You are dealing with people’s 
money after all.

FinTech Factory was founded to help FinTech 

entrepreneurs take their ideas up to at least the 

Minimum Viable Product stage. MVP is a critical 

stage to reach for any startup - often necessary 

before they can be considered for funding, ac-

celeration or even incubators. We know startups 

can struggle to demonstrate or convey their great 

ideas to these more demanding audiences - and 

therefore may face rejection. Our expertise in the 

finance industry can help entrepreneurs progress 

further.

fintech is not boring

Tube Adverts make me wonder…
Every day I get on the tube and I see these purple adverts for 
RateSetter, and I don’t really get what they are, so I thought to 
email one of the founders for an explanation...
(And by the way, isn’t it cool that normal-ish people can 
contact these disruptive new financial companies and just ask 
what they do and how it all works. Try emailing a bank and 
asking where money comes from...)
Here’s what I found out. 

Simple concept: creditworthy borrowers want a low cost loan, and 
smart investors want a better return. Ratesetter matches them up. The 
interesting bit is that investors themselves set the percent rate. So it’s 
a peer2peer process where the parties themselves set the terms, which 
is a pretty innovative concept really. 

RateSetter call this the People’s Pate, the average rate at which people 
are willing to lend to other people. Their intention is for this to become 
an industry benchmark. Very interesting idea. 
So in practice credit worthy people can borrow money from a crowd of 
lenders, and the risk is spread accordingly. Investors choose how much 
money they’d like to put on the platform, and how long they’re willing 
to invest for. I asked RateSetter if it was working out. 
“We’re growing very quickly and have already lent £250m this year, 
and our challenge is to make sure that this growth continues in a sustai-
nable way. We have a £15m provision fund, meaning nobody has ever 
lost a penny through us.”
That’s cool… I pretty much get it now. 
Thanks RateSetter guys!

Many industries are being disrupted by the ever-increasing role of 
digital technology in our day-to-day lives, and financial services is 
no different.

More than £1.7 billion is now transferred each week using mobile phones 
or tablets at the major UK banks, and, according to Accenture’s research, 
around 80% of the UK banking population is now using some form of mobile 
banking service every month. The emergence of smartphones and tablets 
has led us towards an ‘any time, any place, any device’ culture and financial 
services providers now need to align to these changing consumer demands.

At Nostrum, our particular area of interest is the digitalisation of the lending 
process. We define a ‘digital loan’ as a being one that can be completed 
entirely electronically. It’s an area we are well qualified to talk about, because 
95% of the loans completed on our systems are already processed in a paper-
less manner. 

Our own business is not representative of the whole industry though, as this 
is a development we’ve long been ahead of the curve on. Key influencing 
factors in the broader adoption of digital lending include things like: mobile, 
big data, retention/loyalty, data security, and authentication. There is also a 
still unknown impact of new developments such as peer to peer lending, which 
now accounts for over £4bn of lending in the UK.

Perhaps the biggest influencing factor will be the role of customer experience. 
If digital is to truly become the channel of choice then this can’t just be about 
providing digital products and services, it must be built around customer expe-
rience. With the increasing number of ‘digital only’ entrants this may become 
a key factor in retention.

The innovators in banking and lending have their sights set on propositions 
that offer several advantages over incumbents, including:

• Convenience
• Simplicity and transparency
• Flexibility and personalisation

Moving forward, the established players are going to come under ever 
increasing pressure from new entrants and other disruptors. To succeed, these 
existing providers must find the right blend of efficiency saving, revenue gene-
ration potential and the opportunity to be closely and continuously engaged 
in their customers’ lives offered by attractive, relevant, and tailored digital 
experiences. 

Our message to the banks and lenders we talk to is a simple one – focus your 
efforts on making your processes cheaper, faster and safer, but choose your 
technology and implementation partners carefully.

The emergence 
of digital lending

”The emergence of 
smartphones and tablets 
has led us towards an 
‘any time, any place, 
any device’ culture 
and financial services 
providers now need to 
align to these changing 
consumer demands.”

Richard Carter, 
CEO, Nostrum Group
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