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BDO is one of the world’s leading auditing and consulting firms.
1. INTRODUCTION

We are an entrepreneurial network and a professional partner for regional
companies and global groups alike.
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FINTECH WITH RELEVANCE
TO FINANCIAL SERVICES

We aim to provide auditing and consulting services and support of the
highest quality. We act with foresight, create added value and proactively
approach our clients.
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BDO FINANCIAL SERVICES
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BDO’s strategy is ambitious: To further expand its strong market position in
the financial services industry.
Today, BDO’s industry specialists provide consulting and auditing services
to leading banks, investment managers and insurance companies.
More than 1,000 employees focus on financial services, including auditors,
tax consultants, lawyers and other specialists, for example in the fields of
compliance, IT, M&A and business valuation.
High quality, strong motivation and independence serve as a benchmark for
everything we do.
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The term Fintech combines the words “financial services” and “technology”. Fintech companies are commonly understood to be young,
technology-based undertakings that provide specialised and customer-oriented financial services. Given the technology-driven background
of Fintech companies, they promote the trend towards digitalisation and customisation.1) Fintech in the insurance sector is also called
Insurtech.
Fintech is seen as being in competition with traditional, regulated financial services providers. However, Fintechs also supplement the
services that these offer. The challenge for regulators is to ensure that Fintech develops in a way that maximises the opportunities and
minimises the risks for society. For example, the German BaFin has established a new unit that concentrates on innovative financial
technologies.
Fintech innovations carry the potential to challenge the
business model of traditional financial services providers.
Decentralised systems, such as the blockchain protocol,
threaten the processes of incumbents.
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Highly targeted financial products and services
are offered by new market entrants, leading to
increased competition, significant regulatory
uncertainty and potentially to regulatory
arbitrage.

Fintech innovations provide access to
previously restricted assets and services.
Higher visibility into services and control
over choices empower customers.
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Aggregation and analysis of information is
organised in a new manner, improving connectivity
and reducing the marginal costs. Platforms and
decentralised technologies play an integral role of
such approaches.
Algorithms and computing power support
highly automated activities which were
previously performed manually. Such new
level of automation allows cheaper, faster
and more scalable financial products and
services.

Data sets are of increasing value as they
allow customers and markets to be better
understood. Access to such data may lead
to competitive advantages in the relevant
market.

Fintech innovations may streamline or even eliminate traditional intermediary
functions and hence change industry structure, with customers potentially
benefiting from lower prices or higher returns.
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1)
The Financial Stability Board (FSB) defines Fintech as technologically-enabled financial innovation that could result in new business models,
applications, processes or products with an associated material effect on financial markets and institutions and the provision of financial services.

HOW DOES FINTECH AFFECT THE
FINANCIAL SERVICES SECTORS?
We have identified the most significant trends in banking, asset management, insurance and payment services.
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accessible 24/7 are expected
to improve customer experience and
contribute to an increased customer
retention.

Traditional asset managers are expected
to invest in technologies that contribute
to improved research tools for decision
making and to enhanced operational
efficiency. This includes investment
decisions without a human investment
adviser but based on algorithms which
calculate the investment options that
are then put forward to the customer as
proposals. A plethora of robo advisory
platforms are evolving, none of which has
reached critical mass.

For the insurance sector, data analytics
to better identify, quantify and manage
risk remains an important issue. The
question is how insurers can benefit from
innovative Fintech (Insurtech) solutions.
Such solutions are also directed towards
sophisticated customer services, not only
in the consumer segment. In this context,
technology disruption is an important
challenge to the insurance sector and
traditional insurers actively monitor
and engage with Fintech (Insurtech)
companies.

Payment companies are already investing
in innovative technology to enhance data
security (mobile and cyber security).
Fintechs can play an important role to
enhance payment services including
increased service offerings and new
payment options such as blockchain
technology. It appears that payment
transactions is an area where many
consumers already conduct business with
Fintech companies.
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Case study 1: Symantec Corporation
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There is no one-size-fits-all strategy for how traditional financial services firms
should interact with Fintech companies. In fact, there are different ways to
unlock the benefits of Fintech and make use of the trends towards digitalisation
and customisation.
Buying and integrating Fintechs

Collaborating on industry platforms

Fintech M&A deals will grow over the next years.
However, deal sizes are expected to remain
rather small as traditional financial services firms
will avoid the risk to make large investments
into a technology that itself may be disrupted or
surpassed by a new technology. Also, enterprise
values (EV) of Fintechs have increased over the
last years. In 2017, EV/EBITDA multiples for US
listed Insurance Techology Firms were as high as
17.8x, compared to 12.4x for the S&P 500 index.

Fintech will change the way financial services
firms work together and compete in the market.
Standardised industry platforms and technology
will be established, with former competitors and
Fintechs collaborating. A wave of rather complex
M&A deals can be expected, with stakeholders
(incumbents as well as Fintechs) jointly ensuring
that new technologies can be used across the
industry.

Seeding investment and growth capital

Jointly developing Fintech solutions

Large traditional financial services providers
including BBVA, Commerzbank, Munich Re,
Ping An, Santander and UniCredit have already
set up Fintech funds and incubators. Such
funds avoid the integration risk associated with
direct investments in Fintechs. Also, from a
diversification perspective, a fund model enables
traditional financial institutions to spread their
capital across a range of young, innovative
businesses.

While collaboration on standardised industry
platforms will be crucial, one can expect that
established financial services providers will go
further and effectively work together for Fintech
solutions. By forming joint ventures and teaming
up with peers and young Fintechs, innovative
Fintech solutions will be developed jointly.
Blockchain technology serves as an example for
this approach.
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In 2016, New York-based Guy Carpenter, a leading
global risk and reinsurance specialist, formed a
strategic alliance with Symantec, a global leader
in cybersecurity, to create a cyber aggregation
model. Based on this strategic alliance, it is Guy
Carpenter’s aim to model extreme cyberevents
more accurately and to deliver better pricing and
risk management for its customers.
(Source: Guy Carpenter & Company, LLC, 17 May 2016)

Case study 2: Fidor Bank
Groupe BPCE, the second largest French banking
group, acquired German digital challenger bank
Fidor in 2016. Founded in Germany in 2009
and since 2015 also active in the UK, Fidor has
established a reputation in European banking
circles as a disruptive innovator, utilising a full
range of social media, crowdfunding and lending
techniques and digital currency services to build
its business. According to Groupe BPCE, the deal
will contribute to the acceleration of the rollout
of its digital strategy. In return, Fidor will have the
backing of a large banking group as it continues to
push its international growth.
(Source: FinExtra, 28 July 2016)

Case study 3: iCapital Network
In 2016, iCapital Network, a financial technology
platform based in New York, received an
investment from BlackRock, the global leader in
investment management, risk management and
advisory services with assets under management
of over $5 trillion. While it was iCapital’s desire
to partner with incumbents for scale, Blackrock’s
interest was to invest in an innovative Fintech
which open-architecture alternatives platform
solves a critical problem for high-net-worth
investors and their advisors. iCapital connects
accredited investors and their advisers to private
equity and venture capital funds through a digital‐
first process.
(Source: iCapital Network, 16 December 2016)

Case study 4: Bought by Many

FINTECH M&A: HOW BDO CAN ASSIST
THE FINANCIAL SERVICES INDUSTRY
XX Fintech M&A and investment deals will grow substantially over the next few years.
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XX Case studies demonstrate how M&A deals can be used to add value to both incumbents
and Fintechs. However, direct investments are not the only way to unlock the potential of
Fintech.
XX BDO’s FS Corporate Finance practices assist both Fintech companies and traditional financial
institutions throughout the M&A and investment process, encompassing services around:

London-based Bought by Many was founded
in 2012 as an early InsurTech, with a business
model enabling people with niche interests to
club together to get a discount on the insurance
that they buy from established insurance
companies. By the beginning of 2017, it had
250,000 customers and 300 live groups. In
early 2017, Bought by Many raised £7.5 million,
led by Octopus Ventures and with Munich Re/
HSB Ventures as well as existing investors
participating. Based on this deal, Bought by Many
uses the balance sheet of Munich Re for support
and provides Munich Re exposure to products
without a traditional carrier intermediary.
(Source: Financial Times, 16 January 2017)

–– Strategic advice

Case study 5: BitFury

–– Advice on compliance with regulatory requirements

In 2017, Credit China Fintech Holdings invested
$30 million in BitFury, a US infrastructure
provider of bitcoin and private blockchains. Credit
China has also teamed up with BitFury for a joint
venture in China. BitFury provides hardware
and software around blockchain technology.
According to Credit China, this collaboration
will assist the Chinese group in maximizing the
adoption of the bitcoin blockchain and private
blockchains into its various financial technology
platforms.

–– Buy-side and sell-side lead advisory
–– Valuation advice
–– Transaction services (financial, regulatory, tax, legal due diligence)
–– Contractual and negotiation support (SPA, financial, tax, regulatory)
–– Purchase price allocation (PPA)
–– Post deal integration, project management office

(Source: Reuters, 26 January 2017)

XX Based on partnership agreements, BDO has also supported non profit associations that
represent the early-stage investor community and connect investors to early-stage Fintechs,
including :
–– EBAN, the European Business Angel Network (www.eban.org)
–– Swiss ICT Investor Club (www.sictic.ch)

Case study 6: TrustBills
TrustBills was founded in 2015 in Hamburg as an
electronic true sale marketplace for national and
international trade receivables. In 2017, Deutsche
Bank acquired a 12.5 percent share interest in
TrustBills, following an earlier investment by
DZ BANK in 2016. According to Deutsche Bank,
advancements in technology will significantly
change the trade finance market and TrustBills
offers an excellent add-on to the bank’s value
proposition in corporate banking. For TrustBills,
Deutsche Bank’s investment provides a basis for
the international roll of the business model.
(Source: Deutsche Bank, 4 April 2017)
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FOR MORE INFORMATION ON FINTECH M&A CONTACT OUR GLOBAL FS
CORPORATE FINANCE (CFFS) TEAM
HONGKONG
Kenneth Yeo
Phone: +852 2218 8268
kennethyeo@bdo.com.hk

ISRAEL
Moti Dattelkramer
Phone: +972 3 637 4818
motid@bdo.co.il

NETHERLANDS
Marc Konsten
Phone: +31 30 28497 15
marc.konsten@bdo.nl

SPAIN
Eduardo Pérez Ruiz
Phone: +34 913 10 09 30
eduardo.perez@bdo.es

HUNGARY
Akos Boross
Phone: +36 70 33691 84
akos.boross@bdo.hu

ITALY
Stefano Variano
Phone: +39 02 58201152
stefano.variano@bdo.it

NORWAY
Sigbjorn Selvik
Phone: +47 90 6640 30
sigbjorn.selvik@bdo.no

SWITZERLAND
Marcel Jans
Phone: +41 44 44437 55
marcel.jans@bdo.ch
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AUSTRIA
Marcus Bartl
Phone: +43 1 53737 416
marcus.bartl@bdo.at

INDIA
Samir Sheth
Phone: +9122 2439 3607
samirsheth@bdo.in

JERSEY
Philip Braun
Phone: +44 1534 510 100
pbraun@bdo.je

RUSSIA
Anton Efremov
Phone: +7 495 79756 65
av.efremov@bdo.ru

UK
Roger Buckley
Phone: +44 121 352 6213
roger.buckley@bdo.co.uk
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FRANCE
Stéphane Hincourt
Phone: +33 1 583604 30
stephane.hincourt@bdo.fr

IRELAND
Richard Duffy
Phone: +353 1 4700 513
rduffy@bdo.ie

LUXEMBOURG
Daniel Croisé
Phone: +352 45 123 396
daniel.croise@bdo.lu

SERBIA
Uroš Ćamilović
Phone: +381 11 3281 399
uros.camilovic@bdo.co.rs

US
Matthew Goldberg
Phone: +1 206 403 2473
mgoldberg@bdo.com
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HEAD OF GLOBAL
FS CORPORATE FINANCE –
GERMANY
Karsten Paetzmann
Phone: +49 40 30293 513
karsten.paetzmann@bdo.de

FOR GENERAL INFORMATION ON FINTECH & FINANCIAL SERVICES
CONTACT
HEAD OF FINTECH –
GLOBAL COORDINATION
Susanne De Zordi Bernkopf
Phone: +41 44 444 37 67
susanne.dezordi@bdo.ch
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GLOBAL HEAD OF REGULATORY
& PUBLIC POLICY AFFAIRS
Noel Clehane
Phone: +32 2 778 01 30
noel.clehane@bdo.global

BDO AG Wirtschaftsprüfungsgesellschaft, a German company limited by
shares, is a member of BDO International Limited, a UK company limited
by guarantee, and forms part of the international BDO network of independent member firms.
BDO is the brand name for the BDO network and for each of the BDO
Member Firms.
This publication has been carefully prepared, but it has been written in
general terms and should be seen as broad guidance only. The publication
cannot be relied upon to cover specific situations and you should not act,
or refrain from acting, upon the information contained therein without obtaining specific professional advice. Please contact BDO AG Wirtschaftsprüfungsgesellschaft to discuss these matters in the context of your particular
circumstances. BDO AG Wirtschaftsprüfungsgesellschaft, its partners,
employees and agents do not accept or assume any liability or duty of care
for any loss arising from any action taken or not taken by anyone in reliance
on the information in this publication or for any decision based on it.
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