Post-Event Report

Shaping the New Frontier of Fintech

Coverage includes a summary of key content themes and insights from speakers
 
Introduction
Together, Again—Fresh, Energetic, Optimistic  

Gathering in Las Vegas for the first time in two years, speakers, participants, and organizers confronted a very different marketplace, a very different world than existed in 2019. While speakers back then focused on the “new,” on what seemed to be an unbridled future, this year’s presenters—chastened in some respects by the challenges of the past two years—set their eyes on fresh, impactful, engaging, and collaborative ways of looking at the industry. They were eager to see how they could take these events not to push forward and jettison old ideas, existing technology, and long-held assumptions, but instead to rethink them, improve upon them, take them to the next level. And this generated tremendous optimism and excitement, palpable throughout the show. 

The messages expressed fell into four key buckets: better, more equitable access to financial tools; a dedicated focus on customer experience; excitement about a few tools that have begun to move mountains; and the unintended consequences—both bad and good—that have stemmed from actions taken and developments experienced these past two years. 

The developments since Money20/20 USA  in 2019, as expressed so eloquently in sessions all week long, in a series of actively collaborative Collision Labs, and in the many meetings among attendees  that were facilitated by this long-awaited in-person gathering—not to mention the energy pulsating throughout the show—will set the stage for a better, more vibrant, and more inclusive industry where, as we’ve been saying for some time, every company will be a fintech company.

MANY DISCUSSIONS FOCUSED ON

Better, More Equitable Access
For lower-income people, marginalized individuals, and college students, as well as people serviced by community banks, those dealing with excessive healthcare costs, and those attempting to transact across borders. 

Customer Experience
Focusing on understanding the customer journey, creating experiences for these customers, offering personal services, and developing partnerships. 

New Tools Taking Flight 
The ascendancy of tokenization—especially NFTs—and authentification. 

Unintended Consequences—Bad and Good 
Looking closely at ethical issues raised by AI, increased fraud brought on by expanded online activity, technological benefits denied because of an intense focus on privacy, and a consuming fear of data in a world that is increasing data-driven. Conversely, federal PPP loans have pushed community banks into a better place.


The Product Innovation Edge
The World We Want  

While J.P. Morgan’s Umar Farooq may have been talking about the nagging problems that banks and consumers have been facing while attempting cross-border transactions when he used the words “fast, smart, always on, and transparent,” he could have been talking about any of the innovative actions speakers told participants they’ll need to take in the future. Don’t overlook the specific needs of the up-and-coming GenZ population. Don’t forget about lower-income consumers who also need access to lending and other services. Keep an eye on the role fintech can play in countering climate change and supporting sustainability. Forge bank-customer relationships that have a holistic and beneficial impact on the financial lives of consumers. Bend risk curves to play a role in creating the world we want. The charge: Not innovation for innovation’s sake, but innovation with a purpose.

Border Busters
Despite progress in other industries, today’s banking methods remain cumbersome and prone to error—especially for transactions across borders. “We want to revolutionize cross-border payments to make them fast, smart, always on, and transparent,” said Umar Farooq, CEO, Onyx by J.P. Morgan.  

Graduating with Credit
Intended to protect collegians from financial predators, the 2009 CARD Act spawned a generation without credit. Grow Credit counters this problem by using subscription data to build credit. “And we’re leveraging the chance to transform banks into financial inclusion entities,” said CEO Joe Bayen. 

Unfragmenting Finances
Distrust of banks can leave lower-income consumers with fragmented finances. Payroll APIs are a secure, transparent path to credit-building. “Unlocking direct deposits can empower society’s vulnerable members and create access to lending and other data-driven services ,” said Lindsay Davis, head of markets for Atomic. 

Best Financial Friends Forever
Consumers want to connect deeply with Goldman Sachs. The feeling is mutual. “Backed by 150+ years of history and a $1.5 trillion balance sheet, our evolving banking platform will holistically help millions of people lead better financial lives,” said Stephanie Cohen, global co-head of consumer and wealth 
management. 

The Scientific Method
Rather than mapping risk curves to inform our next moves, Matt Wallaert, head of behavioral science at frog, says we can bend them by articulating the world we want, studying the world we have, and bridging the two. “Behavior is an outcome,” said Wallaert. “Science is a process.”

Collision Lab: The Green Scene

The buzzword sustainability has moved from a niche interest in nature to a fundamental necessity. Our environment is changing, and scientific data identifies real threats to human survival. As the population grows, so does our use of energy and land; the impacts are staggering. 

Younger generations understand this, said Tate Mill, chief business development officer for Aspiration. “Seventy-two percent of Gen Z would not work for a company that does not have a good record on sustainability,” he said. “And 86% of consumers want businesses to play their part to tackle climate change and social inequity.”

For companies to thrive, adopting sustainable practices into products and experiences should be a priority. They can do this through educational efforts, incentives, or larger campaigns. Companies such as Etsy, Salesforce, Shopify, and Google have successfully woven sustainability efforts into their everyday transactions. “Sustainability and profitability go hand in hand,” said Mill. “If you’re not thinking this way, you will lose.”


Striking Digital Gold
The Human Touch  

Technology continues to provide a host of benefits to the fintech industry, not the least of which is the power now being wrought by artificial intelligence. At the same time, however, it’s become increasingly clear that technology works best when governed by human intelligence. That might mean imposing an ethical framework on solutions that are being introduced by AI. Or it might mean finding a way to rethink both regulations and authentication tools so they protect consumers without robbing them of the benefits that technology can bring. Or it might mean making sure that the proliferation of APIs doesn’t result in an equal proliferation of hacking activities. Here’s a place,“recovering hacker” Alissa Knight noted, where humans need to police humans as much as they police technology: “What can be made by humans can be broken by humans,” she cautioned.

Trust Your Algorithm
AI can solve many complex banking challenges. It can also create real problems. “From fairness and inclusion to accountability and transparency, organizations must pay attention to the ethics of AI,” said IBM’s AI Ethics Global Leader Francesca Rossi. “Algorithms must come with trust.”

Smooth Operators
As the world has gone online, identity fraud has increased. Rutherford Wilson, VP, Emerging Technology, at Trulioo, believes authentication tools can protect customers and optimize speed. “The value proposition is to connect identity to payments to create a seamless customer experience,” he said. 

Rise of the Regulators
Government regulation might be designed to protect consumer privacy, but overregulation can deny them tech-related benefits. Why does the U.S. fall behind in developing open banking rules? A similar panel in 2016, said Ori Lev, a partner at Mayer Brown, named the biggest hurdle: “The multiplicity of regulators.”

Fintech for All
Gal Krubiner, CEO & co-founder of Pagaya, believes artificial intelligence should be proliferated to include all people in order to deepen customer relationships and improve outcomes for all parties involved. “To grow the use of AI, the technology must be seamless, simple, and compliant for banks,” he said.

Breach to Teach
Hacker sensation Alissa Knight encourages all companies to run pen tests, noting that more than half of the data being exchanged on the internet is API traffic. “It’s where all the data has gone,” she said. “So the hackers are following. What can be made by humans can be 
broken by humans.”


A Tokenized, Transparent, Trustless Tomorrow
No Stopping Me Now

For years, blockchain and cryptocurrencies have generated a heated mixture of excitement and skepticism. It was unclear when, and even if, they would ever take off. But suddenly, fueled in part by changes in perception wrought by the pandemic, they’ve not only become real but have been heralded as the future of finance. In September, El Salvador adopted bitcoin as legal tender—the first nation to take that step. And it’s not likely to be the last. As Jo Ann Barefoot, CEO of the Alliance for Innovative Regulation, put it, echoing the words of so many other presenters, “DeFi and crypto won’t be stopped. They can massively improve consumer protection and financial inclusion”—two themes that helped define this year’s Money20/20 USA.

Power to the People
The Stellar network and its nonprofit foundation are on a mission to create equitable access to the global financial system. “Today’s financial institutions were built for the few,” said Denelle Dixon, the foundation’s CEO. Tokenization allows cheaper, more flexible, secure, and accessible ways to move money.

Generation Next
Believing that blockchain and the crypto economy are among the most transformational technologies of our generation, Christine Moy, global head of Liink at Onyx by J.P. Morgan, noted that “If we are able to apply it at scale in global commerce and payments, we will be able to see new business models and customer experiences we’ve never seen before.”  

Expanding the Universe
Digital art and collectibles are just the beginning. From event access and email to asset management and lending, the trillion-dollar galaxy of blockchain-based non-fungible tokens (NFTs)  “will be huge in the tokenized tomorrow,” said Everett Kohl, founder & CEO of Dbilia.

Money with Momentum 
If the internet does to finance what it did to commerce, access to money will be readily available. But regulators need the tools to make fundamental regulatory choices correctly. “DeFi and crypto won’t be stopped,” said Jo Ann Barefoot, CEO of the Alliance for Innovative Regulation. “They can massively improve consumer protection and financial inclusion.”   

Infrastructure Package
As crypto becomes more mainstream, new infrastructure is needed to help manage the next phase of our economy. “The mega trend that is going to power the next 10 years of finance is tokenization,” said Raghu Yarlagadda, CEO & co-founder of Falcon X.

Collision Lab: Changing the World in a Generation

In 2019, crypto’s cap was $250 billion. “It’s now $2.5 trillion,” said Travis Kling, founder & CIO of Ikigai Asset Management. “Crypto should eat up Money20/20 next year, and it could change the world in a single generation.” One reason is crypto’s potential to give all people—regardless of gender, race, location, and social status—access to affordable, timely financial products and services. Decentralized finance can empower anyone with a smartphone with secure access to financial services they don’t currently have. “This ecosystem has the opportunity to deliver some of the financial services we take for granted to people around the world,” said Kling. 

DeFi also offers cost-cutting benefits. In September, El Salvador became the first nation to adopt bitcoin as legal tender. Using the Strike platform, which almost instantaneously transfers value without price risk, Salvadorans living abroad can save $400 million each year in commissions on money they send home. 
Technology enables efficiency and a more digitally dependent existence, which was accelerated by the pandemic. Facebook’s recent name change to Meta embraces the trend of moving beyond the physical realm. “In a virtual world we can redefine what work means,” said Kling.


Strengthening the Tech Core
Oldies Can Be Goodies  

A common mistake in pushing toward digital transformation, said Extractable’s Alex Jimenez, is “to focus more on the word ‘digital’ than on ‘transformation.’” True digital transformation, he explained, requires strong leadership, organizational strategy, and agility. It also means, several speakers insisted, adapting quickly to new products and services, focusing clearly on priorities, carefully considering the customer journey, truly understanding communities and their specific needs, and partnering with both those communities and vendors to find the right, most appropriate solutions. And often, as MANTL CEO Nathaniel Harley said, that doesn’t require starting over. Instead, he pointed out, you might choose to launch “digital products quickly on top of legacy infrastructure” to avoid “the time, costs, reputational risk, and other core migration headaches” that new products can bring.

Core Community Values
Already winning on personal service, community banks can give more love on a BaaS cloud core. “Nail down priorities, data, and API strategies,” said Dion Lisle, managing director of advisory firm Forty Grand. “Then partner with best-of-breed fintechs and join the digital innovation party.”  

Digital is Life
Truist Financial Corp. Chief Digital & Client Experience Officer Dontá Wilson’s digital strategy puts clients and teammates first: “Collaboratively focusing on creating experiences based on a contextual, generational, empathetic understanding of the customer journey, we’re transforming people, not digital.”. 

Undoing the Damage
CDFIs bring deep market knowledge of the community to fintechs that want to reach marginalized individuals hurt by the wrong financial products. How do you spark a partnership? Make sure “you are solving a problem for them,” said Maria Gotsch, president and CEO of the Partnership Fund for New York City.

Walk Before You Run
How should community and regional banks innovate? Rip and replace? Acquire? Headless banking? Nathaniel Harley, co-founder & CEO of MANTL, favors wrapping the existing core. “That allows for launching digital products quickly on top of legacy infrastructure without the time, cost, reputational risk, and other core migration headaches,” he said. 

The Harmonious Hybrid
How to create a differentiated product while reckoning with limited resources and execution risks? “Combining in-house competitive advantages and core competencies with best-in-class vendor solutions de-risks and accelerates development,” said Avant founder & CTO Paul Zhang.

Collision Lab: Begin with Why, Not How

When it comes to tackling a company’s digital transformation, many organizations leap to find solutions before taking the time to ask the right questions that would help them identify the problems. “One thing that fintechs do better than banks is that they can find the problem,” said Alex Jimenez, chief strategy officer at Extractable. In fact, a 2020 Boston Consulting Group study found that 70% of digital transformations fall short of their objectives, often with profound consequences. By using “challenge mapping,” a systematic method to brainstorm and articulate the set of interrelated challenges a team faces, a company can create a shared understanding of the issues and can crystallize the core questions for finding solutions. By shifting the questions to begin with “why” instead of “how,” obstacles rise to the top.

A successful digital transformation requires several key elements that include strong leadership, organizational strategy, decisions based on data insights, and an agile approach to change management. It is a common mistake to focus more on the word “digital” rather than “transformation,” Jimenez said. “Technology is a very important enabler. You don’t use technology to find the problem. You go the other way around.”


Every Company Is a Fintech Company
Moving the Marketplace

The evidence has been clear, but it’s getting clearer: Regardless of what might seem to be its primary line of business, what’s behind almost every successful business today is its fintech foundation. Shopping services are offering financing. Healthcare providers are using digital POS technologies to provide affordable payment options. “Buy now pay later” POS strategies, sparked by the pandemic, have driven both value and market share across verticals. The key to success, said UX Shopify’s Lola Oyelayo-Pearson, is “organically embedding financial solutions in the business journey.” And embedded fintech, enabled by vertical software deployed across industries, will provide companies with a “dramatic” potential for growth, said Bain Capital Ventures’ Merritt Hummer, transforming every company not only into a fintech company, but into “an embedded marketplace.”

Welcome, Shoppers!
Controlling 85% of the credit card market, the top 10 banks have forgotten about the user experience. Salvation can be found in the turnkey Shopify model. “The end-to-end automated approach allows you to fully focus on the customer experience,” said Dov Marmor, COO, North America Railsbank.

Software Was Just the Start
“The proliferation of vertical software across industries laid the foundation for embedded fintech,” said Bain Capital Ventures partner Merritt Hummer. “Now, software will be free as companies transform into embedded marketplaces. The growth potential is dramatic, with procurement as the next chapter.”

Never Walk Alone
Passion-driven founders often encounter operational setbacks and financial lows. Having an empathetic partner along for the ride is critical for keeping growth on track. “Organically embedding financial solutions in the business journey provides ready help when it is needed most,” said Lola Oyelayo-Pearson, director of UX Shopify.

Cleaner Bills of Health
“Healthcare is at a critical juncture between affordability and consumerization,” said Flywire EVP and GM John Talaga. “Rising costs are preventing consumers from seeking or paying for medical services. Digital POS technologies accelerated by the pandemic can solve these issues with transparent and affordable payment options.” 

An Egalitarian Ecosystem
Plaid COO Eric Sager would love to see a level playing field in fintech. “What gives me hope is that from a regulatory and policy perspective, the U.S. and Europe are clearly dedicated to ensuring the best possible financial operating environment for consumers and businesses,” he said.

Collision Lab: BNPL’s Seventh-Inning Stretch

Data from McKinsey & Co. reveals that POS financing services, or “buy now, pay later” (BNPL) solutions, were the only unsecured-lending asset class with high double-digit growth during the pandemic. Younger and new-to-credit customers, merchants, and fintechs, which grabbed around $10 billion in annual revenues from banks, are driving value and market share inside five distinct BNPL models built around industry verticals and tiered ticket prices.

“What are the smart entry and differentiation strategies for getting in the fifth or sixth inning of an already crowded landscape?” asked one attendee.

“That depends,” replied McKinsey associate partner Udai Kaura. “Targeting industry verticals is one approach. War-gaming your organizational fit is another, such as bringing in existing merchant relationships. To play in this secular market, though, it’s critical to move fast and have a clear entry path.”

Characterizing the BNPL landscape as “an arms race and land grab among players trying to sign up merchants to drive net new consumers,” Kaura believes that most major players are focused on driving engagement and scale. “Whoever has consumer scale will win this fight,” he said.  


Conclusion

Perhaps Magic Johnson said it best. In his keynote speech, the revered former basketball star told the fintech industry leaders gathered for Money20/20 USA, “I believe you can do well and do good at the same time. True success is making others successful.” That focus on doing good—expanding the reach of fintech services for marginalized populations, increasing the diversity of fintech professionals—was perhaps more ingrained in the messages the audience heard than previous concerns about making money. 

Although making money, by expanding the industry’s overall impact, clearly underpinned all discussions—just with a bigger payoff for a much larger group.  


