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It feels like one can’t get away from 
Crowdfunding. On the tube, adverts promise 
that Seedrs “Take care of the boring legal 
stuff so you can invest in exciting startups”. 
Crowdcube encourage us to buy into a 
passion for coffee. Investments being sold 
not on the basis of a return, but on the basis of 
the actual investment experience. This is not 
least because the returns are unproven, very. 
Why do people invest on a crowdfunding 
site? They themselves might well claim it’s 
to make money, but perhaps it is for the 
journey rather than the destination. The 
gamification of investing, the socialisation 
of it, participation in the exciting startup eco 
system. 

The crowdfunding sites are advertising, 
pitching, shouting their successes, silent 
on the failures. The VC backed Pact coffee 
subscription company pulled their campaign 
a few days away from the end, when it 
became apparent it wasn’t going to get 
anywhere near the £1m target.

Opening comment
“Investors should treat crowdfunding as play trading. If they 
like beer, and want to own a few shares in a beer company, 
that’s great. If they want to help a company succeed 
because they like its ethos, great, invest. If they just want to be 
part of the whole ‘startup thing’ and have a bit of skin in the 
game, great. But realistically the last reason to invest is to get 
a return. Please comment on the above.

We completely disagree. Our mission is to 
build a sustainable industry with a business 
approach. We create a world-class experience 
for investors and entrepreneurs and build 
long-term relationships along the way. Our 
continued growth and leading position in the 
market is testament to our reputation within 
the finance space. 
Don’t forget, Seedrs is in this business 
to make money for our business and our 
investors. Unless our investors make returns 
in the future we are unlikely to be able to 
build a long-term sustainable business. 
Investor returns are at the heart of everything 
we do, which is why we spend so much time 
ensuring that the investors are protected 
under the nominee structure so that when 
there are successes, the investors will be able 
to benefit from them.

Seedrs 
Not a bad view on crowdfunding!

Envestors

We firmly believe that crowdfunding investors 
are smart and savvy when it comes to investing 
and in 2015, nearly 60% of the amount 
invested through Crowdcube came from 
high-net worth and sophisticated investors. 
Our view is supported by independent 
research from the London School of 
Economics, which found that crowdfunding 
investors behave in an “economically rational 
way”, making sound decisions based on the 
available information shared between by the 
entrepreneur and in collaboration with other 
investors. Crowdcube has democratised 
investment by enabling everyday investors 
to invest alongside professionals and venture 
capital firms and with over £144 million 
being invested through Crowdcube alone, 
crowdfunding is and should be treated as 
more than just Play Trading.

Crowdcube
I completely disagree. Get it right and 
investing in early stage businesses can be 
very profitable. Jonathan Milner (one of the 
most well-respected business angels in the 
UK) opened up his portfolio at an interview 
for Forbes and the results are astonishing. A 
report by Nesta also showed that business 
angels make, on average, 22% return a year, 
considerably more than property returns. 
However it is a risky game – get it wrong and 
you can lose all your money. That is why it is 
so important to forget all the hype around 
certain deals (typically overvalued anyway) 
and pick your platform wisely.

Syndicate Room

When does ‘investing’…“Put (money) into 
financial schemes, shares, property, or a 
commercial venture with the expectation of 
achieving a profit.” ..Become gambling?

It’s easy to forget that ‘crowdfunding’ 
is one of the most successful and now 
mainstream fintech sectors, and has 
changed and continues to change the 
startup ecosystem. 
It is however problematic, and requires 
ongoing observation and analysis in order 
for perception of it not to be solely driven by 
the combined sales pitches of the platforms 
themselves and the companies using them 
to raise funds. 

Crowdcube have raised funds for 360 
companies, and seen 2 exits. Seedrs have 
raised funds for 330 companies and seen 
zero exits. With 700 going in and 2 coming 
out, it’s clear which end of the pipeline needs 
developing.

A secondary share market is also in the early 
stages of emerging. It is generally accepted 
this is both desirable, providing liquidity to 
shareholders, and problematic, potentially 
highlighting the over valuation or non 
saleability of ‘crowd shares’. 

The other two platforms to take part in 
this report are Envestors and Syndicate 
Room. These are a different type of 
platform, and really cannot be compared 
with Seedrs or Crowdcube, other than to 
demonstrate differences. It’s inaccurate to 
call these plaforms ‘Crowdfunding.’ They 
are investment syndicates and whilst the 
intention is to raise funds by selling equity, 
the process is quite different, and so are the 
results.

Envestors established in 2004 and has 
had notable successes. They tend to only 
allow proven, trading businesses onto their 
platform, they charge companies for the 
service, and also take a percentage of the 
raise. Their average syndicate investment 
is considerably higher than the crowd 
platforms, averaging £45,000 per investor, 
with raises totalling £500,000 plus. They have 
had the highest number of exits, 22 out of 
approximately 200, and the highest return 
from an exit, 77 X, from Parking Eye, who 
raised through Envestors in 2004.

Syndicate Room is a relatively new entrant 
into the space, completing the first raise 
in October 2013. They are still defining 
their position within the market, recently 
announcing that investors will also be able 
to participate in IPOs, the London Stock 
Exchange Main Market and AIM. Being based 
in Cambridge has led to them becoming the 
platform of choice for a number of successful 
medtech raises. Since launching in 2013 they 
have raised for 77 companies. They have no 
exits yet, expected given their late entry into 
the market. They have had only 2 companies 
fail since raising. They require a lead investor 
to set the value of the company, for the 
benefit for the investing syndicate, rather 
than the company setting its own value. 

Other contributors to this report are Asset 
Match, a share auction site, see page 8, and 
OFF3R, a crowdfunding aggregator app.
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We don’t agree that founders always over 
value their companies. There definitely is a 
natural tension between how much of their 
company founders are willing to give away 
and how much an investor is willing to pay 
for it, and that tension exists regardless of 
whether it is in a crowdfunding scenario or 
a more traditional offline one. There is a 
common misconception that the crowd is 
stupid. Our investors consist of partners at 
large accountancy firms, partners at highly 
reputable law firms, marketing executives, 
bankers and even exited entrepreneurs. 
These investors completely understand 
valuation and we would argue that as 
a group, are much better at assessing 
whether a company’s valuation is too 
high compared to some ‘sophisticated’ 
investors.

Approximately 50% of all pitches that are 
submitted to Seedrs are rejected in the first 
instance, usually for being either non-viable 
businesses or not suitable for crowdfunding. 
A further 25% then fall by the wayside 
during our intensive due diligence process. 
However, we do not claim to screen for what 
is a good and bad business. Our philosophy 
is that in the very early stage investing space, 
it is actually very difficult for anyone to know 
what the next big thing is going to be. We 
truly believe that the wisdom of the crowd is 
very effective at deciding which businesses 
have the best chance of success. You only 
need to look at the Q&A section of each pitch 
to see the sheer number and sophistication 
of the questions being asked to see that the 
crowd is not blindly investing in deals that 
they know nothing about.

Valuation is a key issue.  With the wonders 
of Excel, entrepreneurs can estimate their 
projected EBITDA in 5 years time, discount 
it back and then add a multiple to get a 
valuation.  Great in theory.  In practise it is 
more market-led i.e. how does the price 
(valuation) of your deal compare to other 
deals in the market. 

Lots of questions! At Envestors we look 
at Scale-ups rather than Start-ups, so the 
company needs to have some evidence that 
their business model works. 

Valuations are highly subjective but thanks 
to scrutiny and vigorous debate among 
members on Crowdcube, who ultimately 
decide if a business’ valuation is worth 
investing in, valuations on crowdfunding 
platforms are arguably more transparent than 
traditional financing methods. Investors can 
challenge a company valuation at any time 
and propose a new valuation to the founders. 
It is also worth noting that overall, we are 
seeing businesses with higher valuations on 
Crowdcube, which reflects the fact that more 
established businesses with proven track 
records of success, such as JustPark, Camden 
Town Brewery and BrewDog, are choosing to 
raise finance through crowdfunding.

As a company that is authorised and 
regulated by the Financial Conduct 
Authority, we ensure that all the information 
presented to investors is fair, clear and not 
misleading. As part of that process we review 
and verify evidence supporting any claims 
being made by the business, such as market 
size, contracts, intellectual property and 
partnerships. 

We also conduct due diligence on the 
company, its legal structure, financials 
and directors. As a result circa 90% of the 
businesses that apply to Crowdcube don’t 
make it onto the platform.

This is one of the main issues of equity 
crowdfunding. There are two equity 
crowdfunding models – company-led 
(whereby valuation is set by the company 
together with the platform) and investor-led 
(whereby valuation is set by a sophisticated 
lead investor investing their own money). You 
can guess which one is going to have sensible 
valuations. Over valuation is obviously bad 
for investors - if they overpay for their shares 
it may become irrelevant whether they 
invested in a successful company or not. 
What most companies don’t realise though 
is just how painful it is for them too – in a 
down-round nobody is happy – earlier 
investors realise they are sitting on a paper 
loss, potential future investors get signals 
that the company may be running into 
problems and avoid investing as a result, and 
the management team will spend more time 
managing shareholders than creating value. 

If business models are unviable they won’t 
find a lead investor and cannot list on 
SyndicateRoom. We usually recommend 
them to go for company-led platforms where 
usually investors are happier to invest on the 
basis of the idea rather than the details of the 
business models.

Problem 1. Over valuation.
Founders almost always over value their own companies. The valuation of crowdfunded companies 
would not be reflected in a sophisticated investor market.

Problem 2. Unviable Business Models.
What are you doing to prevent unviable businesses going live on the site? What are the criteria? What is 
your commercial acumen based on? What percentage of companies are accepted on the site? Do you 
look critically at the business when it returns for a second or third round?

Seedrs 

Seedrs 

Envestors

Envestors

Crowdcube

Crowdcube

Syndicate Room

Syndicate Room

CROWDFUNDING PROBLEMS
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There are some businesses that raise a small 
amount, and then survive on the revenue 
that such investment has enabled them to 
generate. But often this will get a good 
return for initial investors. Provided the 
company is achieving the milestones that 
it sets for each round, raising further funds 
is usually a positive thing. Interestingly, it 
becomes harder and harder to raise funds 
with each round, as investors become 
more and more demanding to ensure that 
these milestones are being achieved. We 
believe that is a good thing, and means 
unviable businesses that are returning 
purely to solve an immediate and critical 
cash flow problem will rarely be successful. 

Seedrs, as nominee on behalf of each 
investor, enters into a shareholder agreement 
with the company, which contains a number 
of professional grade investor protections. 
We include a provision that states that 
any down round can only be undertaken 
with our consent. There can be a variety of 
reasons for a down round, sometimes it is a 
positive thing; for example when a company 
has been accepted into a top accelerator 
but the standard terms of such accelerator 
are an investment at a lower valuation. 
We would likely agree to this down round 
provided that we thought that the benefits 
of the accelerator outweighed the negative 
effects of the lower valuation. If the founders 
wanted to issue shares to their family at a 
down round in order to give them a good 
deal, we would not consent to that. 

We call it “Follow-on Rounds. Funds CANNOT 
be used as revenue. The investment funds 
go onto the Balance Sheet, not the Profit 
and Loss Account. About a third of our 
companies raise follow-on funding through 
Envestors which is fine providing (a) they 
have used the previous round wisely, (b) they 
have made significant progress and (c) it isn’t 
too soon i.e. a gap of at least 12 months from 
the previous round.  See Guide to Investing 
which talks about follow-on funding.

There are a large number of down-rounds 
from crowdfunded deals.  This is because 
they were hugely over-priced initially.  Key 
issue is to price the deal right to begin with.

Crowdfunding certainly isn’t a sure-fire 
way of securing investment, irrespective of 
whether it’s a business’s first, second or even 
third raise and it is worth noting that not 
all businesses that return to Crowdcube for 
subsequent funding rounds are successful. It 
is commonplace, irrespective of the funding 
mechanism, for start-up and early stage 
businesses to forecast and require follow-
on funding and for ambitious high-growth 
businesses, capital to fund that growth is 
essential. Businesses returning to Crowdcube 
for a subsequent raise are subject to the 
same scrutiny and stringent due diligence 
processes as any other business applying to 
list on Crowdcube.

Down rounds are not limited to 
crowdfunding and even some of the world’s 
biggest brands have faced difficulties at 
times. In this situation the company must 
present a compelling case for getting further 
investment from investors.

Not necessarily. It is hugely dependent on 
the company itself and what they set-out to 
achieve on each of their previous funding 
rounds. For example, we have funded several 
companies that had as part of their business 
plan to achieve certain milestones and to 
raise more money at a higher valuation at 
a certain point in time. They delivered the 
promised milestones and did raise more 
money at a higher valuation as planned. 
There’s nothing wrong with that. It is actually 
normal for professional investors to invest 
into companies throughout several funding 
rounds. 
However there is the risk that unviable 
businesses keep on ‘coming back for more’ 
because they simply do not have a viable 
business model. In these cases an investor 
should ask – are any highly sophisticated 
investors leading the round? If not, they 
should wonder why not.

Down-rounds are usually a result of 
poor performance or market conditions. 
Sometimes businesses don’t do as well as 
they had hoped for, sometimes the market 
is troubled and investors are more careful, 
which means a company may have to 
accept a lower valuation in order to attract 
investors. This is normal and there is nothing 
intrinsically wrong with this. 
It is also normal that companies avoid 
showing that it’s a down-round to avoid 
scaring potential investors away. However, 
it is very important that it is disclosed to 
potential investors. For some, it might 
actually be a good opportunity ‘to buy 
cheap’.

Problem 3. Repeated Rounds.
I’ve seen some companies on their 3rd crowd raise, they use the funds as revenue, then go back for more. How many times 

can companies go back to the same crowd to raise more funds? Do you think this is an appropriate process, to raise three 

times on the same platform? Easier to do the second and third times, but does this not create a cycle of ‘going back for 

more’ rather than actually building a viable, profitable company? Does this support unviable business models?

Problem 4. Down Rounds.
I’ve seen companies on their 3rd raise, valued less than their 2nd raise, without this being apparent 

anywhere in the presentation. What’s your policy on down rounds?

Seedrs 

Seedrs 

Envestors

Envestors

Crowdcube

Crowdcube

Syndicate Room

Syndicate Room



5The Fintech TimesApril 2016

Seedrs has a very strict policy on campaign 
manipulation. Nearly all investments on 
Seedrs are paid via Seedrs, in which case the 
funds are held in escrow by Seedrs pending 
completion of the legal documentation. 
Seedrs is the only equity crowdfunding 
platform that is able to hold client’s money, 
which means that funds cannot be withdrawn 
at the last minute. In rare circumstances we 
allow a very large investor to pay their funds 
directly to the company, but while investing 
via the Seedrs platform. In these cases we 
require that (i) the investor signs up to the 
Seedrs platform so that we know that they 
are real, (ii) we withhold any funds that we 
are holding in escrow until we see evidence 
that such directly paid monies have hit 
the company’s bank account and (iii) such 
investment must be on the same terms as 
what everyone else is getting, so as to avoid 
a campaign showing a large investor who 
is actually receiving a completely different 
class of share. 

This is certainly one for the future, but right 
now there simply isn’t a demand for it. We 
are only just coming out of the EIS and SEIS 
3 year tax holding period for the first vintage 
of Seedrs funded businesses, and we do 
not believe that a secondary market at this 
time would have enough liquidity to render 
it useful. But in the future this may change 
and we will keep an eye out for indicators of 
demand.

“Front-running” is a major concern on 
crowdfunding sites.  At Envestors we have 
a fewer number of investors (up to 20, but 
usually 5-10) investing larger amounts (ave 
£42k) so we know our investors.

A secondary market is a good idea, although 
for a market you need buyers and sellers.  
The fear is there will be plenty of sellers, but 
very few buyers.  And those buyers will be 
offering very low prices.  Also, there are no 
EIS tax breaks for investors buying secondary 
shares, so less of an incentive.

We take deliberate investment manipulation 
very seriously and have systems and 
processes in place to prevent this from 
happening. 

Friends and family have always been a source 
of seed funding, while angel and venture 
capital investors have always acted as 
cornerstone or lead investors and should be 
viewed as a positive sign of confidence in the 
business, rather than an indication of pitch 
manipulation. Whilst individual investors 
do not need to disclose their identity for 
privacy reasons, Crowdcube conducts anti-
money laundering and identification checks. 
Furthermore, all investments, including any 
‘lead investments’ become legally binding at 
the end of the round and if the total amount 
raised drops below 90% of the investment 
target, investors will be informed and given 
the option to cancel their investment.

As the crowdfunding industry continues to 
grow and involve greater ability for investors 
to get liquidity is inevitable and we’re 
confident secondary markets will emerge.

If this is happening, this is a serious issue 
and I suspect the FCA might see it as 
‘misleading investors’ by the platforms. 
This is completely unacceptable. We are 
an investor-led platform, therefore it is 
crucial for our members to know who the 
lead investor is. We carry out a lot of due 
diligence on the lead investor and disclose 
this information – how much are they 
investing, whether they are shareholders of 
the business and so on. We even interview 
the lead investors and we’ve had some of 
the most well-respected investors such as 
Jim Mellon, Hermann Hauser, Darrin Disley, 
Jonathan Milner and several top-tier VCs 
as lead investors. We request a copy of the 
company’s bank statements to check the 
lead investor’s investment and only then we 
execute the investment by our members.

Asset Match (assetmatch.com) are doing an 
excellent job at creating a secondary market. 
The key issue is that currently most investors 
from crowdfunded funding rounds will be 
within the 3 year EIS period and therefore 
unlikely to want to sell as they would lose 
their tax reliefs. However as the industry 
matures I’m hoping for a rosy future for the 
likes of Asset Match.

Problem 5. Manipulation / false lead investor.
The founders arrange for a nice big ‘lead investor’ to give a false impression of traction / validation 
/ valuation. The crowd follows. The ‘lead investor’ pulls out. What are you doing to prevent the 
manipulation of the crowd in this way? Does your site do any due dil on ‘lead investors’ to see if 

they are actually real?

Problem 6. Secondary share market.
There is none at present? Should there be? Or would that be a problem?

Seedrs 

Seedrs 

Envestors

Envestors

Crowdcube

Crowdcube

Syndicate Room

Syndicate Room
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Seedrs goal is to educate our investors. When 
anyone invests in early-stage equity, whether 
as a venture capitalist, angel investor or 
through equity crowdfunding, they must 
understand that it is a high-risk, high-return 
space. These businesses are at a very early 
and precarious stage of their development, 
and most will fail. However, the reason one 
invests in this space is because the successes 
can be so big (in the instances referenced 
above) that they produce overall portfolio 
returns that significantly outperform 
other asset classes. But investors should 
only allocate what they can afford to lose, 
and spread those funds across multiple 
investments to create a highly diversified 
portfolio which will have the greatest chance 
of a successful overall return.

Firstly it is important to reiterate that all investors on Seedrs receive 
full voting A shares with pre-emption rights whatever their investment 
amount – we believe every investor, no matter how small, should 
receive the same level of protection as everyone else. Investors on 
other crowdfunding platforms often only receive non-voting B shares 
with no pre-emption rights, unless they make a substantial investment 
(around £10,000 on average). These investors are significantly exposed 
to the risk of dilution. Because Seedrs always acts as the nominee 
on behalf of the investors, we require the company to enter into a 
shareholder agreement with us which contains a number of investor 
protections which can not be changed without our consent. 

Other platforms rarely use a nominee structure and have no such 
shareholder agreement in place with the companies that use them. 
This exposes the investors on those platforms to significant risk. 
For example, an investor may invest on Crowdcube, and receive 
non-voting shares with no pre-emption rights and no shareholder 
agreement in place. The very next day the founders of the company 
could amend the Articles of the company to create a new class of 
shares which have the right to all profits of the company and then 
proceed to issue such new shares to themselves. Going forward, any 
profits of that company will now only go to the founders, and the 
Crowdcube investors will never be able to make any return on their 
investment. While there is a provision in the Companies Act where 
a shareholder can make a claim for ‘unfair prejudice’ (essentially 
claiming that the majority shareholders are doing something which 
prejudices the minority shareholders) there are massive problems 
with this. 

Hence the need for the investor to ensure 
the company is focused upon exit.  There is 
no liquidity in this market currently, in other 
words it is very difficult to sell your shares 
in a small company which is not listed on a 
stock exchange.  We may see a secondary 
market developing, in other words a market 
to trade shares in unquoted stocks, but the 
fear is there will be more sellers than buyers

On many platforms there are few protections as the company has B 
shares with no pre-emption rights and no voting rights. So do not 
invest in B shares if you want to avoid this!

Our members must complete a risk 
assessment to ensure that they are fully 
aware of the risks before investing and we 
have clear and transparent risk warning 
onsite as well as on all relevant marketing 
materials. 

It is also worth noting that crowdfunding 
investors are a sophisticated and 
knowledgeable, highly educated and 
affluent. It’s a long held view that has been 
supported by independent research from the 
London School of Economics, which found 
that crowdfunding investors behave in an 
economically rational way, making sound 
decisions based on available information 
shared between by the entrepreneur and 
investors.

The threat of undue shareholder dilution is nothing new and certainly 
not limited to crowdfunding.  If a company ‘diluted disproportionately’ 
it would be breaking the law. The Companies Act 2006 provides all 
shareholders with a right to petition the Court against conduct which 
is unfairly prejudiced. If a business did prejudice minority shareholders 
it could face court action.
No equity crowdfunding model, or indeed the wider financial services 
industry, is immune from the unlawful conduct of unscrupulous 
individuals. Directors are bound by common law and statutory 
fiduciary duties to act in the best interests of their company.  
Crowdcube invests a nominal amount in each of the businesses 
to raise finance on the platform to ensure we are able to monitor 
the businesses’ ongoing performance and any subsequent funding 
rounds.
Almost 90 percent of the businesses that have raised money on our 
platform do offer shares with pre-emption (anti-dilution protection) 
and voting rights alongside minority shares to people who invest 
below a certain level of money agreed by the business. Some 
businesses choose to issue only one class of shares with full voting 
and pre-emption rights for everyone.

The above is an excellent comment and 
reminder. It is also one more reason why the 
investor-led model of SyndicateRoom makes 
so much sense. With a lead investor having 
significant amounts of capital invested in the 
company, the lead investor is likely to want 
the company exit at a point in the future and 
his or her proximity to the entrepreneurs 
will facilitate that. Without a lead investor 
pushing for an exit, the entrepreneur may 
create a very successful business, have a 
very comfortable life with a 6-figure salary 
and the early investors may never see their 
money back.

Pre-emption rights are essential to prevent 
disproportionate or unfair dilution. Pre-
emption rights mean that investors get 
the option to keep their percentage in the 
company in future funding rounds. This 
prevents unfair dilution. Some platforms 
have allowed investors to invest without pre-
emption rights for many years by offering 
them B-class shares when professional 
investors would have A-class shares. 
Again, this is completely unacceptable. At 
SyndicateRoom our investors get the same 
class of shares as the professional lead 
investors. These are typically preference 
shares or A-class shares with pre-emption 
rights. No angel investor or VC would ever 
even consider investing without pre-emption 
rights, so why should the crowd? 

Comment.
“Investors need to be reminded that they don’t just ‘lose’ their money if the company goes bust. They 
‘lose’ their money unless the company either goes public as a Plc., OR pays significant dividends, 

OR is purchased outright by another company. Once invested, their money is effectively spent.”

Problem 7. Dilution.
What’s to prevent the crowd getting diluted disproportionately in subsequent rounds?

Seedrs 

Seedrs 

Envestors

Envestors

Crowdcube

Crowdcube

Syndicate Room

Syndicate Room
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In partial conclusion
As a sector the worst thing it could do is 
believe its own hype. It’s bad enough that 
the sector is called equity ‘Crowd’ funding. 
There is no meaningful crowd, any company 
trying to raise without bringing their own 
pre prepared investment network into the 
process will fail. The platform’s ‘crowd’ 
only follows what it perceives to be already 
successful, and then in small numbers. Calling 
it ‘Crowd Funding’ also puts the emphasis on 
‘funding’, whereas what is really happening is 
an investment. 

The greatest threat to ‘crowdfunding’ 
as a sector is from the platforms 
themselves failing to take into 
account the investors’ interests 
sufficiently. 

If platforms only see ‘success’ as a completed 
raise for a company, they are abdicating 
responsibility for the success of the process; 
a successful raise for the company, followed 
by a successful, ie profitable, exit, for the 
investors, further down the line.

It’s easy for them to ignore this in the short 
term, but the short term is now coming to an 
end, and in the medium and long term it is 
vital for the entire process not to prove itself 
a failure. Crowdcube and Seedrs together, 
especially Crowdcube, given its high profile 
advertising and market leading position, 
need to ensure a constant flow of exits in 
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order to prove their entire business model to 
be sustainable. 

Crowdcube don’t directly profit from exits, 
and don’t hold the shares as a nominee, 
so they may think it’s not their problem. 
However a few more years of insignificant 
exit numbers could bring that problem into 
a very pressing position. Another 5 years, 
and one way or another, the truth of their 
process as an investment will be known. 

So far they have only proven one 
half of their two sided offer, and if 
they are relying on external market 
forces to provide the solution for the 
other half, they are gambling on 
their own sustainability, and with it, 
to some degree, the reputation and 
credibility of the whole sector. 

The same applies to Seedrs, although 
they clearly have a longer term view, and a 
financial interest to do so, they receive 7.5% 
share of the profit of the nominee structured 
holdings when ‘exited’. This suggests they 
have a more end to end perspective, and will 
take an active role in facilitating exits for the 
companies they are invested in. Providing 
they are able to effectively monitor the 
performance of their portfolio, they will be 
able to match companies with prospective 
buyers, and take a role in negotiating 

complete or partial sales. Even struggling 
companies may be good candidates for 
trade sales. 

Seedrs may evolve into a fundraising 
platform at one end, an asset management 
company at the other, and a supportive and 
value adding incubator service in the middle. 
This would be a much more holistic approach 
than the alternative. 

If platforms leave the exits to 
chance, to ‘the market’, the 
investment is strictly speaking a 
gamble, and a poor one at that. 

Whether the actual stats for financial exits 
is going to be 1% or 15% or somewhere in 
between, it’s too early to say, the entire market 
is far too changeable. The type of companies 
on crowdfunding sites are different to those 
that existed ten years ago, five years ago, 
three years ago, the ecosystem is changing 
so fast, with so many variables. 

Judging future performance on 
past data is the only sure way to be 
wrong.

What is certain is that there is big entrance 
door and a small exit window somewhere in 
the future. The only statistically meaningful 
exit is a trade sale, an acquisition of 

the company by another company. The 
probability of IPOs is too small to be 
considered, although in ten years this 
assumption may prove to be wrong as well.

Again, one thing that is apparent is that there 
is a big space between the investment going 
in and the possibility of getting a return, 
and within this space there is opportunity 
to create a secondary market for the shares. 
Crucially, this enables investors to have an 
exit, not the company, a very significant 
change in the process.

We will see many more Crowdfunding 
sites popping up, probably more sector 
specific ones, specialising in B2B companies, 
medtech (Syndicate Room is strong on this, 
being based in Cambridge) tech companies, 
B2C companies (probably the domain of 
Crowdcube and Seedrs), export companies, 
media companies, and so on. The better 
the crowd platforms are able to target 
specific sectors the more efficient they will 
become in terms of both raises and provision 
of secondary services, bonds, loans, and 
facilitating exits.

The sector is still in startup mode. It has 
proven it’s ability to package and sell 
investments. It now needs to prove the ability 
to generate returns. 

by BIRD LOVEGOD

COVER STORY
Crowdfunding
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SPACE TO GROW IN LONDON E1
Come and join the most flexible, dynamic 
and exciting enterprise ecosystem in 
London. Along with our partners, 
MassChallenge UK, we aim to build a 
membership community of start-up and 
early stage businesses and entrepreneurs. 
Created alongside London’s latest 
exhibition and events hub, the Dock o�ers 
working and networking spaces to suit 
every stage of your growth.

You’re welcome to take us for a spin – 
starting from now, we’re o�ering you the 
opportunity to join The Dock for a trial 
month for only £50!

Our normal Hot Desk rate is £325 pcm, but if you choose 
to extend your trial, we can o�er you a guaranteed £250 
pcm for your first year.
This amazing introductory o�er must end 31st January 
2016 and is subject to availability.
• Spacious air-conditioned floors with flexible work-tables,  
 ergonomic chairs provide flexible work-stations 
 or clusters 
• Every work-space o�ers power and free superfast wi-fi 
• Every member has a private locker and use of kitchens,  
 showers, restrooms and chill-out areas
• Meeting rooms are available to hire from as little as £50
•  Café / Bar and secure parking is also available
• Close to Wapping, Shadwell and Tower Bridge
Email, quoting the Promotional Code DRM:1215 
to anna@thedocklondon.com 
or call Anna on 0203 815 8623
The Dock, Tobacco Quay, Wapping Lane, E1W 2SF

w
w

w
.thedocklondon.com

ONE MONTH TRIAL
FOR ONLY £50 

PER WORKSPACE

SPACE TO GROW IN LONDON E1

Promotional Code DRM:0116
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Asset Match is the only company is the UK 
currently offering this service. Themselves 
a startup, founded in 2012 and even having 
completed their own fundraise on a crowd 
platform.

In a nutshell, AssetMatch provides an auction 
based marketplace where buyers and sellers 
can place their share offer, and when the 
auction closes, the match price, the average 
price, between what sellers want and what 
buyers want, is achieved, and then ALL the 
deals are done at that match price.

It’s a clever, simple, and correct way to achieve 
a true valuation for shares, and it enables 
individual investors to achieve a partial or 
total exit, without the company itself getting 
involved.

It therefore also provides a clear valuation 
for the company, or at least goes a long way 
towards doing so.

Iain, Rohit, what’s your take on all this?

Iain: We’re definitely interested in providing 
both the companies and their shareholders 
some sort of optionality when it comes 
to selling their shares. Creating a fair and 
transparent marketplace for buying and 
selling shares is, surprisingly, a new concept.  
Ours is a disruptive offering in the financial 
services industry where share trading is 
traditionally done by private agreement, 
through an intermediary or on a public 
market.
We currently have over 20 companies on our 
platform that hold periodic auctions and as 
you have mentioned, ultimately trade at a 
single clearing price. These companies are 
all established UK companies that range in 
size from just under £1m up to £650m market 
capitalisation. Some names you may have 
heard of include Tottenham Hotspur, The 
Co-operative Bank, IntegraFin and BrewDog.

Rohit: BrewDog is an interesting one. They 

raised money themselves directly from 
investors before crowdfunding platforms 
really existed. When they came to us, they 
had over 14,000 shareholders and had 
promised these investors that they would 
have an opportunity to sell their shares at 
some point in the future. We ran our first 
auction for Brewdog in Nov 14, and over 
220 people participated. We had a range of 
prices including a seller willing to accept £25 
per share and a buyer willing to pay £205 
per share. Our algorithm identified a trading 
price of £125 per share and over 118 people 
traded at that price. The auction was arms-
length and transparent and participants 
could amend their bid and offers up until the 
end of the 5 hour auction window.

Iain: This is an example of how our platform 
has worked to the benefit of all participants 
and we would expect that as crowdfunding 
companies continue to grow and become 
successful, that they too will look to a 
platform such as ours to provide their own 

shareholders with the option of liquidity.

Rohit: Indeed, as the proliferation of 
the platforms continues, it will only be a 
matter of time before the shareholders 
will be demanding some sort of liquidity 
particularly after the 3 years EIS lock-in has 
expired. I would anticipate that the number 
of successful exits, that were previously 
limited to a trade sale or IPO, will increase 
and that in the future, Asset Match will be the 
destination of choice for private companies, 
their shareholders and sophisticated 
investors to buy and sell shares in the private 
company asset class.

Fint. Members

Emergence 
of the 
secondary 
market
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Fintech in 
Edinburgh. 
Money 
Dashboard.
Edinburgh has serious presence in UK’s 
financial sector. And of course fintech is big 
here. 

We spoke with Steve Tigar, the CEO 
of Edinburgh-based startup Money 
Dashboard, a free personal financial 
management service.

Why fintech in Edinburgh? Tigar explains: 
“We have the second largest financial centre 
in the UK, an area that ranks above the likes 
of Madrid, Milan and even Moscow on a 
global level. We are a major centre for asset 
servicing, have one of the world’s top fund 
management hubs, and excel in services 
ranging from brokerage to corporate 
finance. We are at the centre of Scotland’s 
finance industry, a major player on the UK 
and European scene, and an important 
part of the global financial architecture. So 
when it comes to providing expertise for 
the fintech scene, we are not left wanting.” 

Money Dashboard is an app that brings 
together your current account, savings 
accounts, credits cards, and other personal 
accounts into one place so you can get 
a true picture of your finances quickly 
and easily. The company tags about 500 
transactions a second and has two revenue 
streams. 

The first one is aggregating anonymised 
consumer spending data to create market 
research that is sold to different sectors. 
The second revenue stream is still being 
explored, but it is essentially providing 
recommendations to Money Dashboard 
customers, which can help them optimise 
their financial life. On occasion, Money 
Dashboard are paid a commission by the 
provider.

The platform has attracted over 100,000 
consumers since it was launched in 2010. 

Originally set up on a farm in the Borders, 
they moved to Edinburgh in 2013. The 
company now has 15 staff and has raised 
£9 million in equity funding since launch. 
Its investors include Edinburgh-based 
investment firm Par Equity and a range of 
angel investors.

The tech sector in Edinburgh 
now accounts for 1 in 8 
businesses, and according 
the 2016 Tech Nation 
report, Edinburgh is the 
largest technology cluster 
outside London in terms of 
productivity. 

One of the drivers of this success is the 
advantage of a self-generating talent pool. 
Every year the four Universities produce 
another 1,200 computing graduates, and 
the intensive coding course offered by the 
CodeClan digital skills academy produces 
20 new coders every 16 weeks. With human 
resources frequently being the limiting 
factor for tech expansion, for companies, 
clusters, and countries alike, overcoming 
this barrier to growth is crucial. Over 46% of 
Edinburgh’s workforce is degree educated – 
more than any other city in the UK. In total, 
more than 150,000 working age graduates 
live in Edinburgh.

Edinburgh has a legacy of creativity, and the 
digital economy is very much a present and 
future component of this innovative city.
“Creative space is a hot topic, with an ever 
increasing need for pop-ups, incubators 
and co-working spaces,” explains Janine 
Matheson, director of Creative Edinburgh. 
“Throughout 2015, we were working with 
businesses across the city to offer ‘Hotdesk 
Hangouts’ – opportunities for our individual 
and freelance members to co-work and 
network for the day in places such as 
corporate boardrooms. The boundary 
between the tech scene and creative scene is 
increasingly blurred.”

Edinburgh. Who knew?
The largest technology incubator in the UK 
is not in London, it’s Codebase, housed in 
Argyle House, a quarter of a million square 
foot building in the heart of Edinburgh. 
Inside are more than 60 tech companies.

GetCommerce is one of those companies, 
and has established itself as one of Scotland’s 
preeminent developers of e-commerce 
websites using Magento software. Since 
joining the first wave of CodeBase tenants 
in early 2013, GetCommerce has grown to 
employ eight people servicing an expanding 
client base.

Other high growth companies in Edinburgh 
include Intelligent Point of Sale, whose 
cloud-based application allows bars, 
restaurants and clubs to control and track 
sales and stock in real time. They more than 
doubled their client base last year, with 
revenues already exceeding £1 million after 
just two years of trading. 

And then there is Skyscanner, valued at £1 
billion in a recent funding round.

December 2014 saw StartEDIN formed as a 
tech collective to internationally promote 
Edinburgh as a tech community.  

James Varga of fintech company miiCard 
was one of the founding partners, stating 
“Edinburgh is uniquely positioned as one of 
the best start-up destinations – that includes 
strong research, serious investment, cultural 
heritage, and a fantastic lifestyle with an 
outdoor environment on the doorstep.”

American software giants Apple, Bloomberg 
and Dell are among the firms establishing 
themselves in Edinburgh. In one of the largest 

office pre-lettings of recent years, New-York 
based fantasy sports firm FanDuel took 
5,400m2 for its technology division within 
the flagship Quartermile 4 development, 
just minutes away from the University’s of 
Edinburgh’s School of Informatics.

The city’s popularity as a place to work 
stems from its renowned quality of life. Key 
attractions of the city include its stunning 
architecture (the city is home to two UNESCO 
World Heritage Sites); compact layout (one-
third of commuters walk or cycle to work); 
efficient public transport (Edinburgh Trams 
was named ‘operator of the year’ at the 2015 
Light Rail Awards); and excellent recreation 
opportunities (the city boasts four Michelin-          
Starred restaurants).

If you would like to find out more about how we can 
help you and your business establish, relocate or 
expand within the city region, or would simply like 
more information about what Edinburgh has to offer. 
Get in touch today! 

invest@edinburgh.gov.uk
www.investinedinburgh.com
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6 Ways 
to Enhance your 
Fintech valuation

JAY TIKAM

This is a continuation from our last article on Fintech valuation in the 
previous edition.  In this article, I explore the drivers of valuation and 
strategies you can use to significantly enhance the valuation of your 
Fintech venture, regardless of whether this is a start-up, a venture that 
is already growing fast or a corporate initiative to venture down the 
Fintech path.  

Valuations matter, because it will determine how much of your company 
you give away to an angel investor or a private equity firm during a fund 
raising round.  It will matter hugely when one day you decide to sell the 
business or be acquired by a larger organisation, or indeed exit through 
an initial public offering (IPO), as many unicorns are contemplating.
For investors or potential acquirers, valuation matter hugely, because 
you don’t want to get caught up in the hype and over pay for your 
acquisition.  Valuations also help you compare potential acquisition 
targets.

The Valuation Trajectory
Its important to understand where you are 
in the cycle to best time fundraising or exit. 
I explored the potential trajectory of Fintech 
valuations using a “hype curve”.  Had you 
been raising funding in the hype curve, then 
count your lucky stars because this was a 
market favouring Fintech entrepreneurs.  
Beyond 2016, however, the pendulum may be 
swinging to an investor led market, because 
of the plethora of new Fintech firms coming 
to the fore.
Over time valuations will stabalise and 
investors or acquirers will move to a more 
objective valuation approach. At this point, 
you as the Fintech entrepreneur can take 
control over how your firm is valued, rather 
than the hype of the market dictate this.

Investors, factor in the ability of your investee 
to weather risk and regulatory storms.  
Fintech firms, you should develop this asset 
and factor it into your valuation – don’t throw 
away value.  

Fintech Valuation Drivers
So assuming the market stabalise to 
rationality, and doesn’t unfairly favour the 
entrepreneur or investor (or acquirer), then 
what really drives the value of a Fintech 
firm?  Remember, these firms are typically 
young, with little track record, and promising 
exceptionally high growth in the future.  
Because of this very fact, valuation is more 
art than science and traditional valuation 
methods (such as discounted cash flow 
analysis) may not always work.  However, 
there are certain fundamental drivers of 
revenue that be influenced as levers to 

drive up (or in deed down) valuation of your 
Fintech firm.    
In simple terms however, what drives value 
can be simplified to a formula that most in 
the industry would understand:
Valuation = Revenue x Multiple
For traditional companies, Revenue – EBITDA 
(Earnings Before Interest Tax Depreciation 
and Amortisation) or net revenue.  Most 
Fintech firms aren’t generating profit, 
so investors typically rely on gross (top 
line) revenue or turnover.   Going forward 
however, rational investors will demand 
profitability and healthy cash flows.  Stable, 
recurring and predictable revenue streams is 
what investors and acquirers are looking for.
The Multiple is a factor that is typically set by 
the industry as a benchmark, and valuation 
multiples are either driven up or down 
depending on various assets that can be 
utilised to drive consistent high growth into 
the future.
In this article, we focus on how firms can 
manipulate the Multiple to drive their 
valuation.  A word of caution!  Whilst 
Fintech entrepreneurs will look to drive up 
the multiple, investors and acquirers will be 
looking to drive down this multiple, because 
of perceived risks.  You therefore need to 
address those aspects of your business that 
can drag down the multiple.
We explore three factors that drive up the 
multiple and three that could dampen it, and 
we also look at practical ways to manipulate 
this multiple, leveraging work done by 
Shirlaw, together with my insights working 
with our clients.

3 Factors Driving up the 
Multiples
Remember, these factors are cumulative.  In 
other words, you need to achieve the first to 
get value from the second and so forth:

1. Culture, Capability & Talent:  
An office “buzz” creates the right culture 
to attract the best and brightest talent, 
a crucial ingredient to build and grow an 
innovative financial services firm.  The right 
team creates the firm’s superior capability 
to execute a strategy of sustainable high 
growth.  The right team also allows the firm 
to scale into other innovative products and 
different geographies. 

2. Intellectual Property & Innovative 
Systems:  
Intellectual property may be the only 
assets in the early pre-money days.  Ensure 
its protected and don’t overlook patent 
protection, trademark or design registration.  
Investors (& acquirers) will also be looking 
for innovative technology that allows you 
to deliver a better, faster and cheaper 
product of service compared with traditional 
players.  Systems must be well documented 
and repeatable, allowing for rapid and 
predictable expansion without the day-to-
day involvement of founders.  

3. Expand Products, Services & 
Geographies:  
Optimise existing products and service, 
then develop new and innovative ones 
quickly using repeatable processes (covered 
in 2 above).  Expand into new markets and 
geographies, using the systems and the 
capability of a string team.  

3 Factors Driving down the 
Multiples
Investors and acquirers will be looking for 
anything that can put future cash flow at 
risk.  So it’s good to anticipate and address 
any objections that could be raised.  We 
explore three factors that can drag down the 
multiple, and what could be done to avoid it.

1. Ability to Protect Reputation & Manage 
Risks: 
In AON’s 2015 risk survey, reputational risk 
was highlighted as the no. #1 risk by 1,481 
executives from 28 different industries.  
Reputational damage can ruin even the 
world’s largest firms, especially in this 
digital age of openness and transparency.  
Being able to demonstrate that the firm 
can effectively anticipate and proactively 
manage reputational and other risks, will 
give investors and acquirers comfort and 
help to prevent a reduction in the Multiple. 

2. Ability to deal with Regulatory Change:  
Fintech firms operate in one of the most 
highly regulated industries in the world.  
Regulation have been light touch, but are 
expected to intensify because the risks that 
consumers are being exposed to.  Regulators 
can close down any non-compliant business 
(valuation of zero).  The firm must be able 
to demonstrate that they can comfortably 
handle a barrage of regulatory change.  

3. Strong Leadership Team & Succession 
Planning: 
A good leadership team will continually 
thrive to explore and effectively exploit super 
growth opportunities.  A leadership team 
that is lacking certain core skills or is not a 
cohesive team working towards achieving 
the firm’s aggressive high growth goals, will 
start to leak value and potential acquirers or 
investors will spot this and move to reduce 
valuation.  Dependence on any key individual 
is another significant leadership risks, so is 
the lack of a well-defined and executed 
succession plan. Investors will want evidence 
of the next layer of management that are 
going to be able to drive that growth.

I present a brief synopsis of ways Fintech firms 
can enhance valuation.  This is a complex and 
extensive topic that will receive more attention 
in the future.  However, for a more in-depth 
analysis, opportunity to discuss or ask question, 
visit vedanvi.com/how-to-enhance-fintech-
valuation-multiples. 
Alternatively email me at jay.tikam@vedanvi.com

Jay Tikam is the CEO of Vedanvi Ltd, a professional services firm dedicated to help Fintech 
and Alternative Finance firms overcome strategic, risk and regulatory barriers and in so doing, 
enhance its long term valuation. 
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Amazon have set the bar and we can pretty 
much anticipate the normalisation of 1 hour 
delivery for goods bought online. And it will 
incrementally come to be.

But for the 1 hour delivery to become 
standardised, and we can assume it will as it 
is the market drives it, a lot needs to happen 
behind the scenes. 

Will it ultimately become a contest of 
sorts: In the blue corner, Amazon, with the 
optimisation of distribution at scale with end 
to end service using end to end systems…
In the red corner, local retail supported 
by optimised local delivery, the likes of 
Deliveroo, and the one who could probably 
take it all, Uber for everything.

Then there’s another challenger, the next 
generation of competition, driverless electric 
vehicles, robo couriors, they’ll be here within 
a decade for sure, it’s past the tipping point 
of inevitability. There’s always going to be a 
market for ‘non drone’ deliveries, done by 
human… or will there? We think of delivery 
drones flying, but that’s less likely than ones 
that use the existing roads. Does Deliveroo 
even have a future ten years from now? Or 
will those cyclists and all other cycle couriers 
be replaced by road drones, able to carry 
more, quicker, more efficiently, cheaper, 
safer. 

But then it’s going to be all about the last 
five meters. How to get the burger into the 
road drone. How the road drone goes into 
the block of flats and brings the burger to the 
door. I guess I’ll just have to come downstairs 
myself. Or use a human. 

Readers from generation X, those above 
35 may remember Shawn Fanning. He was 
the inventor of Napster, the legendary 
peer-2-peer file-sharing programme 
that enabled millions of people across 
the planet to share their music for free.  
Corporate lawyers successfully stopped 
Napster in 2001, and rightly so because 
the music-sharing programme was 
basically facilitating music-theft from 
artists and entertainment industry. But 
what the lawyers couldn’t stop was the 
new online-technology that enabled 
free distribution of entertainment now 
paid for by the customers. Yet, it took 
more than a decade before the new 
technology finally broke through and 
made downloading mainstream.

It was generation X that brought down HMV, 
Blockbuster and Kodak and it was the oldest 
members of the succeeding Generation Y – 
the millennials – the delivered the coup de 
grace and paved the way for Netflix, iTunes 
and Instagram. But it won’t be Gen X or the 
millennials above 30 who will define future 
banking. It will be the generation Z – the 
mutants – the 24/7 online-generation, born 
with a smartphone in their left hand from 
where they communicate via social media 
their parents have never heard of. 

At the moment, “fintech” is running into 
some resistance. Investments in startups are 
slowing down and venture capitalists have 
problems doing their exits as gracefully as 
they had imagined. The world’s 2,000 fintech 
startups aren’t really making money and have 
difficulties attracting customers compared 
to the established financial players. At the 
moment, they are more bright ideas with a 
future than profitable businesses. 

The same was said about all the internet-
businesses before the dotcom-bobble in 
2001 (I was there) when investors lost faith 
in all the new ideas; but history has shown 
that the ideas were all right. Just ask Amazon 
or Alibaba. The investors and analysts simply 

forgot, that it often takes a generation or two 
for new technologies to break through; there 
is a resistance in most markets because as 
people we need time to adopt and change 
habits and normally the young generation 
becomes the early adopters because they 
don’t have habits to break or attitudes to 
change.

Shawn Fanning launched a new business 
model that displayed the inefficiency of the 
established music industry. So do the new 
fintech startups. They offer the same services 
but at a fraction of the price charged by 
the traditional banks. They will win but the 
fintech-victory will not happen over night. It 
will happen gradually as a new generation of 
consumers comes of age. 

Therefore, banks should turn their attention 
towards the Gen Z and study their strange 
behaviour. Because the mutants will never 
go to banks to seek financial advice neither 
online nor at a branch should there be any 
left in the future. They will approach the 
social media and these media will be ready. 
In January, Reuters reported rumours that 
Snapchat is developing its own robo-advisor 
preparing to give financial advice to more 
than 100 million daily users – of which the 
majority is below 24 years of age. Facebook’s 
chief technology officer Mike Schoepfer is 
on the board of Wealthfront, another robo-
advisor and it shouldn’t be to difficult to 
guess why he is there. And the investment app 
Robin Hood, which in only on smartphones – 
and smartwatches (!) is targeting the same 
age group as Snapchat and had a waiting 
list of more than half a million users before 
it launched a little more than a year ago. All 
these examples are initiatives targeted at 
young people that are presently below the 
radar of the traditional banks. Start watching 
the Gen Z and the young Gen Y’s because 
they will be the ones who in a decade deliver 
the coup de grace to banking, as we know it 
today.

Regardless, the last mile is a going to be a 
battle field, and as ever, the safest part is 
behind the lines. Which is where the other 
big battle is taking place. Not against 
competition, but against inertia of an 
industry which doesn’t like to adopt half 
solutions. The correct ideal solution for any 
distribution process is perfect end to end 
automation, which in logistics means it has 
to be able to respond to real time everything, 
including the traffic and the weather. 

The reward for getting such a solution in 
place is the ability to outcompete on speed 
and price, to scaleup, to reduce inefficiencies, 
and to be able to keep up with demand, the 
ever present demand for more distribution, 
sooner, quicker. 

The sweet spot, commercially, in this 
situation, is probably behind the scenes, 
developing the software that enables the 
most efficient movement of goods within 
the evolving distribution networks. Which is 
where PIE Mapping seem to be positioning 
themselves rather successfully. 

Having said that, whatever comes next is 
going to be replaced by whatever comes 
after it. The important thing is to make sure 
the thing after the next thing is always your 
thing as well. 
It’s a volatile future where the best tech wins. 
Helps to be in the right place though.

A future vision 
of logistics – 
the battle for 
the last mile. 
The more we 
buy online, 
the more gets 
delivered, 
and we want 
it delivered 
faster. 

Be aware of the 
mutant banking 
killers

by BIRD LOVEGOD
by NILS ELMARK 

Consulting futurist, BankingLab.london
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Nostrum on FinTech Events 

Personalisation in
digital lending

CONSUMER ATTITUDES TO DIGITAL FINANCE 2015

LENDING

If you’re looking to make an impact, then 
start with the Finovate family. It’s the only 
conference series concentrating exclusively 
on showcasing the best and ground-breaking 
new financial and banking technologies.
Finovate Europe champions innovative new 
financial tech through an on stage demo 
focused format. The annual London based 
event focuses on the very best of what the 
FinTech industry has to offer, and has a 
reputation for quality. But be warned, the 
demo sessions are tough, presenters are 
required to adhere to a strict 7 minute time 
restriction in which to impress an audience 
of around 1500 FinTech professionals. This 
year 72 companies representing 22 countries 
showcased their latest concepts, so it takes 
a lot to stand out from the crowd and be 
memorable. This is a great format to get a 
feel for what products are coming to market 
(with some already there) as many demos are 
of technology that’s consumer ready. Stand 
out themes this year included RegTech, 
Behavioural Analytics, Investments and 

almost all centred around simplifying the 
user experience. 2017 is firmly in Nostrum’s 
calendar. 

If you’re looking for something a little 
smaller and more concentrated, MarketForce 
events bring industries together through 
over forty strategic conferences throughout 
the year. Their long-standing relationships 
with key banking and FinTech figures and 
well researched agendas ensure the most 
up to date and relevant issues are discussed. 
They offer a more forward focused style 
agenda than some other conferences with a 
mix of presentations and panel discussions 
andrecent included The Future of Retail 
Banking. 

Looking outside of the city walls the Northern 
Powerhouse is hosting an increasing 
number of important FinTech events, the 
upcoming Leeds Digital Festival; FinTech 
North being one of many. Originating from 
the digital community of Leeds, Leeds City 
Council, and TechNorth (the Government’s 
initiative to promote and support digital 
entrepreneurship), fhe festival will take place 
in April and offers keynote presentations 
from recognised digital, FinTech, and 
financial services experts as well as panel 
sessions for new start-ups supporting the 
next generation of innovators. 

Europe and Beyond 
Further afield on March 29th FinDEVr New 
York launches its East Coast conference in 
Manhattan  The two day agenda blends fast 
paced content with high quality networking. 
Born out of the Finovate group, it’s primarily 
a conference focused on the technologists 
in FinTech, forging the future of financial, 
banking & payments technology. A unique 
event that will showcase the latest tools, 
platforms, APIs, and case studies from 
cutting-edge technology companies, for 
developers creating the future of FinTech via 
a unique dual-track, 15-minute presentation 
format. Innovators demonstrate their 
latest case studies, innovation or tutorial 
via whatever high-impact methodology 
they prefer; think TED-style formats with a 
technology focus.

The Money 20/20 brand organises the largest 
of its FinTech events globally where Fintech 
geeks, hackers, entrepreneurs and investors 
are all welcome to connect and collaborate. 
With Money 20/20 Europe fast approaching 
in April, the Copenhagen venue will host over 
3000 attendees and more than 400 speakers 

focusing on Payments, Financial Services and Retail ecosystems 
within Europe and around the world, ranging from start-ups 
looking for funding, through to established scale businesses 
launching new products and services.

Last October Nostrum attended Money 20/20 Last Vegas to be 
greeted by the hackathon to beat all others. In common with 
most similar events, the Money20/20 hackathon was run over 24 
hours and, given the competitive nature, strict rules were applied, 
specifically that teams were unable to bring any pre-built work 
with them – it all has to be built on site from scratch. The effort 
that goes into these events is huge, with the teams taking power 
naps where they need to, though more often just powering 
through the night.

The rewards are good too. The teams were expected to code 
using sponsors’ (such as MasterCard, Visa, PayPal and First Data) 
technology and in return the winners would get cash prizes 
ranging from $5k to $20k per team and assorted goodies such as 
drones, Apple Watches and helicopter tours of the Grand Canyon.  
Most importantly for the teams, the winner gets the chance to 
pitch for significant funding to launch their proposition; and 
where better to do that than Money 20/20?
Ultimately it’s important to pitch yourself at the appropriate level. 
If you’re a small start-up then flying half way across the world 
may not be your first move but research agendas and attendees 
well to get the most from your involvement. This is just a small 
selection of events available which Nostrum has attended, for a 
more in-depth view head to our blog www.nostrumgroup.com/
insights.

Fint. Members

The UK is fast becoming the destination of choice for 
FinTech organisations to host their events but with 
invitations arriving on a daily basis, often with a hefty entry 
fee, how do you decide which are worth the investment? 
Invest wisely and the networking quality alone is worth 
the cost. 
Nostrum is an experienced attendee and presenter. 
Having had both front row seats and back stage access to 
many of the top conferences we’ve commented on some 
of those we’ve found useful, interesting or beneficial for 
any number of reasons. 
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You need to be a special kind of person to 
be a security analyst. Of course, you need 
expertise across a range of technologies, as 
well as understanding best practice around 
protecting data against a range of threats. 
But you also need to be able to spot the 
causal needle in a haystack of data, from a 
variety of servers, firewalls and other security 
devices; and quickly.

Above all, however, you need resilience. 
Security is relentless: rarely a day goes by 
without some potential threat emerging. 
You’re well aware that the privacy of your 
customers, your company’s reputation and, 
potentially, its business, depend on you. It 
weighs on your shoulders. You might just 
about be good with it, but for one other 
factor: the relentless routine of chasing your 
tail with too much data and too little time.

An unnecessarily large number of ‘security 
issues’ once investigated turn out to be 
nothing of the sort. A badly configured email 
server, a mistyped address, a home working 
executive can all trigger what appears to be 
a security event. You identify the innocuous 
cause after some investigation of another 
false alarm that has wasted valuable time, 
time that could have been expended on a 
threat that really mattered. That wasted time 
can often be weeks and even more.

Why does security investigation still work 
this way? The answer lies in a dilemma, the 
result of a series of false promises made by 
the security industry over the years. “There’s 
a bad moon rising, there’s trouble on the 
way,” goes the mantra “But never fear – our 
product will resolve the issues”. Today’s new 
technologies that might solve elements of 
the threat management process, and all 
too often ‘rip and replace’ whole security 
solutions, are wrongly seen as the answer. 
Cyber resilience requires a truly integrated 
and flexible approach that delivers easily 
actionable intelligence from across the 
enterprise.

Complexity also means that many automated 
capabilities cannot provide solutions that 
scale —data volumes are too large and 
situations too complex for algorithms to 
cope.  The result is bottlenecks — analysts 
spend 30-50% and more of their time dealing 
with a backlog of alerts the majority of which 
turn out to be false positives.

Automating the processes of pattern analysis 
in security alerts, and in related data, is a 

Making time 
for Hunting 

CYBER SECURITY

game-changer for analysts. Recent advances 
in automation by Huntsman Security now 
mean that a seamless process of collating 
intelligence, relevant to the alert, is initiated 
so analysts can deliver rapid investigation 
and threat resolution.

Beyond delivering faster and more 
streamlined SOC processes the automation 
of key parts of the Incident Management 
Process free up time for security analysts to 
go ‘hunting’ for undetected threats, active 
attacks, vulnerabilities, insiders or signs of 
misuse or compromise. 

The importance of hunting is gaining wider 
recognition as a key cyber defence strategy. 
By hunting, analysts can uncover stealthy, 
long-dwelltime attacks and early stage 
external threats. With their time freed up, and 
routine analysis simplified with automated 
machine based learning and threat 
verification, analysts can now decide the 
best plan of defence – whether it’s to watch 
and observe to gain a better understanding, 
gather concrete evidence, heighten scrutiny, 
or act swiftly to remediate a live risk.

Looking at the bigger picture, with the 
assistance of automated analyses and 
verification, analysts can devote more of their 
time to hunting.  They can achieve higher 
success rates, increase their job satisfaction 
and, indeed, gain an edge in the ongoing 
cyber war.

PETER WOOLLACOTT

CEO & Co-Founder, Huntsman Security

Peter Woollacott is the CEO and founder 
of Tier-3 Huntsman, and the driving force 
behind its success. He is an expert in cyber 
risk and security solutions for enterprises 
that are serious about preventing, detecting 
and managing cyber threats.  He is regularly 
sought for advice on ways to use technology 
to reduce risk, improve governance and, 
ultimately, deliver competitive advantage.

Huntsman Security is a cybersecurity 
specialist focused on real-time security 
detection, verification and resolution in 
mission-critical security environments, 
national intelligence, border protection, 
banking and infrastructure globally.  It 
proactively detects indicators of compromise 
and allows companies to quickly resolve 
issues.

Fint. Members

by John Basquill, 
PaymentsCompliance

UK authorities must improve access to 
banking services for payments visionaries, 
legal experts have said, after industry unrest 
that innovation is being stifled by outdated 
and complex regulations.
A recent paper published by the Financial 
Conduct Authority (FCA) revealed that many 
participants fear an antiquated, risk-averse 
and multifarious regulatory environment has 
developed.
The FCA responded by insisting payments 
innovators are free to use state-of-the-
art compliance processes, such as digital 
due diligence and identity verification, 
provided they adhere to existing anti-money 
laundering (AML) laws.
But for London-based payments regulatory 
expert Bruno Fatier, a partner at Rosenblatt 
law firm, banks are often suspicious about 
those emerging fintech business models and 
react by shutting off their access to banking 
services.
“Those businesses need to open accounts 
with banks, and the banks need a thorough 
process of checking the identity of the sub-
customers,” Fatier told PaymentsCompliance.
“It’s that chain, and when you are dealing with 
potentially dangerous businesses like money 
remittance, banks will run away rather than 
open an account.
“So the pressure is indirect.”
He agreed in principle with the FCA’s 
suggestions, pointing out that emerging 
businesses that offer digital identity 
verification services could significantly 
help reduce compliance costs and improve 
efficiency, but said their effect is still limited 
if banks are not required to recognise them.
“In general, there is a conservative position 
which is shared by the high-street banks, and 
this is that kind of unwillingness to open a 
bank account for businesses which are not 
‘standard’,” Fatier said.
AML guidance issued by the Joint Money 
Laundering Steering Group (JMLSG), a group 
of industry bodies and associations, was 
singled out by payment and fintech firms as 
particularly troublesome.
The guidance warns the financial sector that 
relationships with payments and fintech 
firms are an area of substantial risk, as those 
businesses are “an attractive vehicle through 
which criminal and terrorist funds can enter 
the financial system”.
Despite revisions to the guidance published 
in November 2014, consultation respondents 
said the JMLSG’s stance remains outdated 
and “inherently biased against digital 
solutions in general”. 
“Respondents were concerned that these 
perceived barriers to the use of digital 
solutions for customer due diligence (CDD) 
mean the industry is failing to meet growing 

consumer demand for an end-to-end digital 
service,” the FCA said.
“Some firms argued that this is also adding 
unnecessary inefficiency to the process of 
CDD for the purposes of AML.”
In its response, trade body and lobby 
group Payments UK expressed its concern 
at “uncertainties” within current legal 
frameworks for digital identity, urging the 
regulator to provide additional clarity.
A Payments UK spokesperson told 
PaymentsCompliance that its stance remains 
the same, although welcomed the FCA’s 
response and said it would consider its 
suggestions. 
The Electronic Money Association added 
that existing AML guidelines do not reflect 
developments in cloud computing, which 
it said could slash due diligence costs by 
outsourcing storage and analysis of identity 
and transaction information.
However, for Charles Kerrigan, head of 
finance and partner at Olswang’s London 
practice, there remains cause for optimism 
among payments firms.
Kerrigan pointed out that most respondents 
“recognised the FCA’s commitment to foster 
innovation” and said it was “inevitable” 
respondents would request additional detail 
on regulation.
The Payment Systems Regulator (PSR) 
claimed last week that its infrastructure-level 
review of indirect access to banking systems 
has already prompted improvements, 
although acknowledged more needs to be 
done.
Reviews are also underway at the Bank 
of England into access to its transaction 
settlement infrastructure, which it 
isconsidering “opening up … to a wider 
variety of financial firms”.
The FCA added it has been working with 
UK government officials on digital identity 
technology, and Rosenblatt’s Fatier added 
that efforts to harmonise approaches 
between different authorities could help 
address banks’ suspicion of those third-
party providers. “There is a mixture of 
policy objectives: the fight against money 
laundering and against terrorist financing, 
but also looking at tax issues,” he said.
“A way we could improve is by sharing 
that information and having some kind of 
central data; so, as a customer, once you 
have provided your data to a centre, you 
allow other service providers to use that 
information under certain conditions.
“Under the 4th Anti-Money Laundering 
Directive (4th AMLD), if one bank opens 
an account for a customer coming from 
another bank then it doesn’t have to check 
the identification, and whether this could 
be extended to other industries could be 
considered.”

Innovation stymied 
by banking access issues
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How did you get into early stage finance?
It was during my MBA at INSEAD that I got 
more exposure to startups, having spent the 
previous 6 years in traditional finance roles 
including corporate finance and investment 
banking. As Venture Founders was about 
to launch as a platform, they offered me a 
chance to work in a more entrepreneurial 
role.

Your favourite investment so far
I have worked on ten VentureFounders 
investments and can not point a single one 
out as a favourite. Although I have a personal 
interest in medtech, one of the best parts 
of my job is that I meet with entrepreneurs 
across industries and learn about new 
technologies every day. 

The one that got away
Our very selective sourcing means that we 
decline around 95% of applications on the 
VentureFounders platform, many of which 
have great ideas but are too early stage for 
us. I hope we will be able to help some of 
them with growth capital further down the 
line. 

5 qualities that an ideal investment for 
you should have:
First and foremost, it is about the team 
behind the investments, i.e. their experience 

How did you get into early stage investing?
When I came across the blockchain space 
in 2014, the opportunity was so big, but the 
technology so nascent, I thought it was time 
to start building a portfolio to explore new 
market opportunities. 

Your favourite investment so far?
My favourite one so far is MoneyCircles.com 
because it addresses financial inclusion in 
a way traditional p2p lending doesn’t. It is 
aimed at the global $1 trillion credit union 
market. It offers to be both hugely profitable 
whilst dramatically improving the lives of 
millions of people across the world who are 
stuck in permanent indebtedness. 

The one that got away?
The market is so new it will be 5 or so years 
before we can see what we missed out on. 
However, I regret not buying into Ether at 
their first crowdsale, a crypto-currency for 
the blockchain system, that now represents 
10% of Bitcoin’s market cap but is infinitely 
more versatile as a token for blockchain app 
developers. 

5 qualities that an ideal investment for 
you should have :
1) It needs to be leveraging blockchain 
technology.
2) It should either secure, scale or make a 
$1bn+ market much more efficient;
3) Great teams of at least two people with 
the combined experience of a minimum of 
25 years in their respective verticals;
4) We invest in European based companies 
but with global potential, also considering 
developing world;

and passion to drive the business. Then we 
look for the scalability of the business model. 
We also need a sound legal structure and 
minority shareholder protection rights in 
order for us to consider the investment.  

Which industries and technologies are 
you looking at right now? 
I look for investment opportunities across 
sectors, searching for businesses that are 
scalable, often challenging the incumbent 
players in their industry through disruptive 
technologies. Every business we back has a 
strong technology angle to its offering.

Do you think fintech is going to deliver 
on its promises of a reformed financial 
sector? 
A number of fintech businesses have already 
driven significant change in the financial 
sector, and I expect many more to challenge 
the traditional banking system and hopefully 
as a by-product help other entrepreneurs 
to gain better access to finance at more 
competitive rates. 

Should valuations be seen as a target, or 
a consequence? 
Valuations should be a reflection of an 
investor’s assessment of the underlying 
value of a company and its potential to 
create future value, taking into consideration 
the risk profile. Given that this asset class is 
highly illiquid, investors should not invest in 
companies unless they believe there is a clear 
path to monetising their investment.  

What advice would you give to startups 
looking to raise finance from online 
platforms for the first time?
Critically assess the team behind each 
platform and consider the investment 
structure (direct vs. nominee), as well as the 
investor base. Also think about what level 
of support you want to have post fundraise 
and make sure that the investor base and 
structure are conducive to future follow-on 
raises, for example VC involvement.

Eva Weber

UKBAA letter

Angels talk

Jamie Burke

5) Have a genuine social mission and purpose 
at their heart.

Which industries and technologies are 
you looking at right now? / Which do you 
think will be key growth sectors in the 
next 5 years?
All our ventures are based on leveraging 
blockchain tech but we believe they will make 
most impact to ecommerce, the sharing 
economy, health, insuretech and fintech.
We believe blockchain accelerate: IoT, AI, 
Big Data, Automation, 3D printing and 
allow them to converge into what will be a 
Cambrian explosion of innovation to Ray 
Kurzweil levels.

Do you think fintech is going to deliver 
on its promises of a reformed financial 
sector?
Blockchains are already reforming capital 
markets through initiatives like R3 and Digital 
Assets Holdings. A consequence of using 
these technologies is better governance and 
auditability. But generally my concern for 
fintech is it’s often just about shiny new user 
experiences, not fundamentally addressing 
problems like financial inclusion.  

Should valuations be seen as a target, or 
a consequence?
A consequence. However, it’s only natural 
they serve as targets for investors and 
entrepreneurs. The reality is there are so 
many unknowns, that anything other than 
what someone will pay today is irrelevant. 
I sometimes discussed exits at board 
meetings whilst a company was still classed  
as a startup. I think it can be distracting.

What advice would you give to startups 
looking to raise finance from angel 
groups for the first time?
Validate the idea as much as possible before 
you take any investment. Make sure you 
have some personal savings in the bank 
and a backup plan. That your significant 
other, should you have one, is bought into 
the journey. Forget dilution and take as 
much money as you can get upfront. 90% 
of something that runs out of cash is worth 
zero. Just get on with running the business 
rather than bootstrapping and constantly be 
trying to raise money.

Angel Investor & Co Founder 
of Outlier Ventures 

Investment Director, 
Venture Founders 
(Crowdfunding Platform)

As we look back on new budget and 
the exciting political aftermath, we were 
delighted that after many years of lobbying, 
the Chancellor has finally announced his 
intention to offer Entrepreneur’s Relief to 
Business Angels among other investor types. 

The Government has acknowledged the role 
of angel investors in bringing expertise and 
long term support to the growth of their 

investee businesses; private investors can 
now access Entrepreneurs’ Relief of 10 per 
cent on gains from newly issued shares from 
unlisted companies (including those on AIM) 
- provided that they were issued after 17th 
March 2016, and held for 3 years from April 
6th 2016. Read key points from the budget 
for the early stage investment community

UKBAA is launching UK accreditation and 
qualification for angel investing and will be 
the first regulated qualification to enable 
new and less experienced  investors to 

have the ability and competence to make 
informed investment decisions, whilst 
accrediting experienced angels. Delivered 
by Intelligent Partnerships, the courses will 
be regulated by Ofqual and developed in 
conjunction with the Chartered Institute for 
Securities and Investments and SFEDI - the 
standards setting body for enterprise and 
entrepreneurship. The programme comprises 
3 tiers catering to differing experience levels. 
We will also be looking to accredit training 
being delivered by our members across the 
country Read more 

We are delighted to welcome the following 
new members to UKBAA: Par Equity Angel 
Syndicate; Start Up Funding Club; Toucan 
Ventures and InvestorConnected.

Please save the 5th July in your diary 
when we will be hosting our 12th Annual 
Angel Investment Awards Gala Dinner - 
nominations open soon. 

Best regards,
Jenny Tooth, Chief Executive
UK Business Angels Association

Interviews with members of the UK Business Angels Association
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Featured Investments

Simon Menashy
Investment Director, MMC 
Ventures (Venture Capital)

How did you get into venture capital?
A career in tech and strategy consultancy at 
Deloitte gave me an essential commercial 
grounding. Once I decided the action and 
excitement was in smaller, fast-moving 
companies, I networked as hard as I could, 
figuring out what firms were interesting 
and who could get me through the door 
(including the good headhunters).

Your favourite investment so far
I’m proud to have led the largest drone deal 
in Europe with Sky-Futures – they use drones 
and data in the global oil and gas market.

The one that got away?
If we’re seeing the best dealflow then there 
should be lots! Shutl, Secret Escapes and 
Deliveroo are three good ones.

5 qualities that an ideal investment for 
you / MMC Ventures should have:
Potential to become a sustainable, category-
leading business. Designed from the start to 
scale fast. Attracts incredibly talented people. 
Obsessed with the customer experience. 
Open to challenge, iteration and learning.

Which industries and technologies are 
you looking at right now? / Which do you 
think will be key growth sectors in the 

next 5 years?
Fintech in London is going to steamroll on 
for many years yet. SaaS has a long way to 
go, and we like marketplace and subscription 
models in spaces that haven’t worked 
that way before. Finally, we’ve just closed 
Admedo, an ad-tech investment – that’s a 
sector that lots of VCs don’t put in the work 
to understand, so an area of opportunity.

Do you think fintech is going to deliver 
on its promises of a reformed financial 
sector?
We’re starting to see the most profitable 
business and consumer financial services 
getting picked off one by one as younger, 
nimbler companies out-compete the banks, 
brokers and insurance companies. The 
incumbents are going to need to reform and 
take some hard technology decisions, or see 
their margins disappear in the long-term. 
So it’s interesting to compare ‘replace the 
bank’ vs ‘fix the bank’ startups – hopefully a 
healthy balance.

Should valuations be seen as a target, or 
a consequence?
Definitely not a scorecard! Some founders 
get fixated on valuation and either put off 
investors, raise the wrong amount or don’t 
focus enough on other important terms. 
Valuation should be a consequence of a 
good long-term funding strategy.

What advice would you give to startups 
looking to raise finance from VC for the 
first time?
Get introduced at least six months before 
you plan to ask for money. Personalise 
your approach. Be open and willing to have 
a debate. And do it yourself – it’s a job for 
founders.

Want to get great 
returns from your 
startup investment 
strategy? Diversify your 
investments…

Even the most experienced private 
equity investors see startups as a very 
particular class of asset. They are 
completely right – no doubt about that. 
But even if investing in startups is a very 
particular job because of the great risk 
involved and the non-liquid aspect of 
the shares, there are still a few simple 
rules that are as true for startups as 
they are for public stocks or any other 
investment.

Stick to what you know: A robot advisor 
or algorithmic trader could achieve 
great results in Bonds, FX, etc. But in 
venture capital or private equity: forget 
it. Startups are typically disruptive digital 
tech companies, but investing more than a 
few £1000s in startups is neither tech, nor 
digital, nor automatable. It is more of a craft 
industry that some investment firms have 
managed to industrialise (Accel, Balderton 
and others), but no one has managed to 
dehumanise. Even Google’s attempts to 
use automated, algorithmic private equity 
investments have had some pretty bad 
results. 

Know the founders, sector and market 
and then consider investing.

Diversify your investments: As any good 
asset manager or private banker will tell 
you, sometimes your investment strategy 
is more important than whether you have 
a good or bad investment. One good 
strategy is to diversify. It works for a global 

distribution of assets such as cash, real 
estate, bonds, shares and startups. And it 
also works within a single category. 
What could be a diversification strategy 
for investing in startups?

First, if you have £1m you want to invest, 
investing £1m in a single company you 
believe might be rewarding is extremely 
risky. See your startup investment 
portfolio as any other portfolio. And 
consider that on ten investments : 

• 5 to 7 will bring no return at all (i.e. 
the startup died)

• 3 to 4 will bring no or few return (i.e. 
the startup turn out to be a modest 
SME, slightly profitable, delivering no 
dividends and being of no interest 
for potential buyers. Remember that 
nothing is more illiquid than the 
shares of a modest SME…)

• (Maybe) one will bring so much 
return that it will cover all the losses 
of the nine others.

 
Diversify your sectors unless you are an 
industry specialist. Even if you strongly 
believe that Data Visualisation or 
Blockchain will be the next big thing, do 
not invest all in one or two sectors. This 
is not only because you could be wrong, 
but also because there is too much 
variability on the time to market and the 
market maturity of these new areas in 
tech. An interesting strategy could be to 
invest in some close-to-market startups 
such as B2B software and B2C payments 
and more long shot sectors such as C2C 
payment, IA, and so on.

Investing in startups is very exciting. And 
well-informed diversification will help to 
spread the risk across time and sectors. 

Avonmore 
Developments and 
Forward Partners 
Exit ParcelBright 

Veeqo has acquired 
London-based parcel 
delivery startup 
ParcelBright which was 
backed in 2014 by two 
UKBAA members: Forward 
Partners and Avonmore 
Developments

Blockchain 
intelligence firm 
Elliptic raises $5 
million Series A

US and European Bitcoin 
exchanges and payment 
processors have adopted 
Elliptic’s compliance 
and fraud detection 
technology, using it 
to assess risk on more 
than $2 billion in Bitcoin 
transactions.

Spectral Edge 
backed by 
Cambridge Capital 
Group, Martlet & IQ 
Capital 

Cambridge-based imaging 
technology startup Spectral 
Edge has completed an 
oversubscribed £1.5 million 
round, funded by 3 UKBAA 
investor groups

INVESTMENT

Antoine Baschiera
Founder of Early Metrics

Fint. Members
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What is Fintech week?
Fintech Week is the world’s largest Fintech-
focused festival. It comprises a series of 
conferences, workshops, hackathons, 
meetups and drinks receptions. Each day we 
focus on a different topic and each evening 
we celebrate. 

What’s the big picture?
London has a thriving Fintech community. 
Our aim once again is to unite the world 
of Fintech in the world’s financial capital. 
Last year hundreds of people flew in to 
see what the buzz was about. We want to 
enhance the dialog between established 
multi-nationals, innovation firms, disruptive 
start-ups, government, media and investors. 
We are shining a spotlight on the leaders of 
the Fintech revolution. We love disruptive 
technology that creates positive change, so 
we’re celebrating it.

What is the agenda for FTW 2016? 
This year Fintech Week will start with a 
Blockchain Hackarthon Weekend, followed 
by  4 days of conferences focusing on 
important Fintech sectors such as Money 
and Payments, Capital Markets, Insurance 
Innovation, Security and Data and so on. 
Every conference day will also feature a small 
number of exibitors. The 5th day is dedicated 
to workshops run by our partners. Every 
evening there will be an official meetup, 
networking event, or drinks reception taking 
place in various locations across the City of 
London and Canary Wharf.

Why we should visit? 
To get inspired, learn something, meet new 
clients, partners, developers, investors and 
find value for your business. Investors will 
benefit from having hundreds of startups all 
in one place.

What is your team like? 
We are rebels, consultants, strategist, 
marketeers, geeks and entrepreneurs who 
are happy to get involved in new products, 
services or industry transformation. From 
payments, to regulation to Blockchain, we’re 
either working on it or know who is. We’re 
a grassroots organisation, which means we 
start from the ground up and do things a bit 
differently. 

How did it start? 
Our first event was a small tech Meetup at 
a pub 5 years ago. Since then we have been 
growing organically in London and have 
even began running conferences in New 
York, Hong Kong and San Francisco. The first 
Fintech Week was in 2014, in 2015 we scaled 
up and attracted delegates from across the 
globe, got some of the brightest minds in 
financial services on to our stage and ran a 
Blockchain Hackathon in Canary Wharf. In 
2016 we expect our biggest year, yet.

What is your vision? 
Our aim was to create an “always-on” events 
company with dozens of meetups throughout 
the year, niche quarterly conference and large 
flagship events such as London Fintech Week 

THE WORLD’S 
LARGEST 
FINTECH-

FOCUSED 
FESTIVAL IS 

BACK FOR A 
3RD YEAR IN 

JULY 2016

and repeat the concept in other financial 
hubs around the globe. We’ve been over 
delivering everything we promised and we’re 
growing at a rate of about 200% year on year. 
We’re building one of the largest databases 
of innovators and disruptors in the financial 
services sector.

What else are you doing? 
Apart from running a number of conferences, 
hackathons, meetups and private events 
we also play match-maker to enterprise 
corporations and innovative start-ups. We 
also help design and enhance innovation 
and transformation programmes. Our team 
members come from diverse backgrounds 
so we’ve layered a transformation consulting 
offering on top of our events and world class 
network.

Plans for the future? 
Global expansion. Fintech Week New York, 
San Francisco and Hong Kong are already 
on the cards. Our Blockchain Conference is 
going to 8-10 cities per year now. We want 
to do a lot more in Asia in the Middle East as 
well. We’re always up for partnering to make 
our plans come to life. Get in touch if you’re 
interested.

FINTECH
EEKW2016LO

N
D
O
N

Fintech Week

Luis Carranza, founder of Fintech Week
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Company: ETIndex
Founder: Sam Gill 

Can you explain what it is please, what 
your company does, I see from your 
website it relates to carbon credits, is 
that right?
Not exactly. Carbon credits are allowances 
that companies are given to pollute under 
schemes such as the EU Emissions Trading 
Scheme. If a company has surplus credits 
they can be sold on the market. Sadly, one of 
the biggest problems with the EU Emissions 
Trading Scheme is that companies lobbied 
very hard for the system to have too many 
credits, so it doesn’t really do its job of 
cutting emissions. Luckily other schemes 
that are popping up all around the world are 
learning for these early mistakes.
ET Index is focused on ranking companies on 
the carbon emissions they create, and then 
linking these rankings to a series of stock 
market indexes. ET Low Carbon and Fossil 
Free indexes enable investors to track the 
market. This is the same as an index like the 
FTSE100, but with ET Indexes they drastically 
reduce their exposure to carbon risk, all the 
while sending a signal to the companies in the 
rankings that they need to lower emissions 
in order to gain a greater weighting in the 
index.

Level39 
Really interesting stories to tell

LEVEL39

How did you start? 
The company is a spin-out from a not-for-
profit research body that is focused on 
advancing market mechanisms that help 
investors tackle climate change. 
We received backing from the Climate KIC, 
the EU’s main climate innovation initiative 
that accelerates start ups.

When? 
2014

What’s the impact of what you’re doing? 
Why is it important?
The more investors that begin to track 
Environmental Tracking indexes, the more 
pressure is placed on companies to lower 
emissions and increase transparency.
The only way for a company to gain a greater 
weighting within the index is for it to lower 
emissions each year. The more investors 
follow this system, the greater the increase 
or decrease in demand for company shares 

Fint. Members

becomes linked to company greenhouse gas 
emissions.
This is a mechanism that can link company 
share price to emissions.

How do you see the future of your sector 
evolving over the next ten years?
We see an evolution towards greater 
transparency and the weeding out of 
‘greenwash’ in favour of approaches that can 
have a genuine impact.

Finovate updates
Qumram raises $2.5 million to bring the company to 
the US and U.K.

InvestGlass builds 
a Robo-Advisor for 
Advisors

GreenDot is set to 
improve Uber’s drivers 
lives

Qumram, the digital recording and archiving 
software provider that is having a huge 
success in central Europe, has raised $2.5 
million in funding this week. Ariel Lüdi 
(former CEO of hybris software), Peter Stalder 
(former CTO of finnova AG), the investment 
group Zirkonia and a group of investors from 
investiere.ch have been the major investors 
during this round.

Qumram, that has been described by 
investiere.ch as a company with a good 
reputation and a strong management 
team, will use the funds to extend the great 
success had in central Europe to the two 
core financial services markets, the U.K. and 
the US. The CEO Patrick Barnert explained: 

“We will leverage the funds to further drive 
innovation within our product suite like 
Qumram Employee Governance Solution, 
which was first presented at FinovateEurope 
in London. Especially the upcoming 
regulations like MiFID 2 and FFSA are driving 
significant need for Qumram in the Financial 
Services industry.”

Founded in 2011, Qumram has been included 
in the Fintech 100 list by H2 Ventures and 
KPMG.

InvestGlass, an automation platform for 
professional investors, launched Leads at 
FinovateEurope 2016. Leads is an artificial 
intelligence engine that aims at saving 
the time of financial professionals and 
lowering the risk of committing mistakes by 
identifying which client to contact first, why 
they should call, and exactly what advice to 
provide based on trending financial products 
in their geographical area.

Alexander Gaillard, founder & CEO of 
InvestGlass, began working on the idea for 
InvestGlass after the collapse of Bear Stearns. 
As he noticed that the media influence people 
when they have to take financial decisions, 
he decided to create a platform that focuses 
on the client rather than the product and 
generates the right financial information to 
engage only with the right clients.

Uber and GreenDot partnered up to create 
a new business checking account, Uber 
Checking by GoBank. This new venture, 
part of Uber’s Instant Pay Program, consists 
in a debit card that will give the possibility 
to Uber’s drivers to cash out their earnings 
instantly at any time, without having to pay 
transaction fees or maintain a minimum 
deposit.

David Richter, VP of Strategic Initiatives for 
Uber, explained why the company created 
this new system. “Drivers,” he said, “say 
that having the flexibility to drive when and 
where they want is a top reason they choose 
Uber. Drivers often tell us that they’d like to 
have the flexibility to decide when to get 
paid, too.”

GreenDot is a leading provider of prepaid 
debit cards based in Pasadena, California.

Where do you see yourselves in that 
process?
The bedrock of our approach is open data 
and transparency. We don’t believe in ‘black 
box’ models.
There is a general shift towards index 
investing. We see the next shift being 
towards indexes with impact.
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INDUSTRY NEWS

Co-living fintech 
house opens in 
Greenwich
StartupHome, the first co-living for young 
entrepreneurs in London, was co-founded 
by two mentors of Level 39, and is currently 
divided in two chapters: StartupHome in 
Whitechapel and StartupHome Greenwich 
dedicated to Fintech.

“It was important to have the Fintech home 
as close as possible to Canary Wharf where 
Level39 resides.” Tells Stefano Tresca, one of 
the founders.

“We’ve been looking for the best houses 
in the best locations. Take StartupHome 
in Whitechapel for example. It is literally 7 
minutes slow walking from Second Home in 
Brick Lane and 20 minutes from the Google 
Campus.” 

StartupHome will soon become a showcase 
for new smart technologies. The one in 
Greenwich already has a Bitcoin ATM and 
it’s the only house in the UK (maybe Europe) 
where tenants can pay with Bitcoins.

Co-living for young entrepreneurs and early 
stage companies already exists in Silicon 
Valley and also Berlin. London was clearly 
lacking in facilities for a 24/7 community 
of creators and creative types. Co-working 
spaces are almost everywhere now around 
the Silicon Roundabout but also in the West 
End and Camden area, but a community 
needs to be fostered also out of living spaces.

“Fintech Home and Startup Home are already 
hosting a great deal of entrepreneurs, 
mentors and journalists and we are now 
looking to expand to another house to 
give more people the possibility to enjoy 
our communities.” Says Nicolas Steiner, co-
founder of Startup Home and Fintech Circle. 
Startup Home constantly organizes meeting, 
dinners and learning sessions with industry 
leaders and thoughtful entrepreneurs. 
startuphome.io

Coverage expanded: 
The Fintech Times is 
pleased to announce 
new content 
partnerships. 

The Fintech Times is now partnering with 
three new media providers.

VentureBreak.com is a leading source 
of UK and US news for forward-thinking 
entrepreneurs, investors, business execs, 
and interested consumers. 

Contis Group Appoints 
Skrill’s ex-COO as its 
Group Chief Executive 
Officer

Contis Group, the fast growing alternative 
banking and payments company today 
announces the appointment of Thomas 
Gregory as Group CEO.

Thomas Gregory joins Contis Group from 
Skrill, the London-based global payment 
processor and eWallet group recently 
acquired by Optimal Payments for $1.2bn 
and rebranded as Paysafe Group.  He 
previously worked in a number of senior roles 
in organisations including PayU, Barclaycard, 
Barclays, and FirstCaribbean Bank.

Peter Cox, Chairman and Founder of Contis, 
says “We are delighted to welcome Thomas 
to Contis Group as our new CEO.  The 
company is currently growing at over 15% a 
month, and this appointment is a statement 
of our commitment to continue to drive to be 
a market leader bringing innovative solutions 
to the personal and SME alternative banking 
and payments sector, as well as developing a 
leadership team of outstanding calibre.

I know Thomas will add significant leadership, 
structure, depth of knowledge and energy to 
what is already an award-winning business 
across the UK and Europe.  I look forward 
to working with him to continue to drive our 
market penetration and scale, offering our 
clients access to global banking and payment 
networks through Contis owned licenses and 
technology.

I, my fellow management and shareholders 
welcome this appointment and are looking 
forward to his involvement in our future 
dynamic growth plans.”

Contis Group is a provider of prepaid debit 
card programmes. 

They manage all aspects of your prepaid 
programme, from issuing, licensing and 
payment processing through to programme 
management and consultancy.

The FINTECH Book: 
The Financial Technology Handbook 
for Investors, Entrepreneurs and 
Visionaries 
Edited by Susanne Chishti and Janos Barberis 

The First Globally Crowdsourced Book 
on FinTech is out now. 

The FINTECH Book is a single, 
consolidated and authoritative resource 
on financial technology and is the first 
globally crowdsourced treatment of the 
topic, containing contributions from 85 
expert authors from across 20 countries 
around the globe.

Initiated by fintech thought leaders 
and entrepreneurs, Susanne Chishti 
and Janos Barberis. With their passion 
for fintech, they believed that no one 
author, organisation or region in the 
world was able to exhaustively cover all 
the facets and nuances of FinTech. True 
to the principle of FinTech they crowd-
sourced the contributions for the book. 
They successfully reached out to the 
global FinTech community and selected 
contributions from a range of individuals 
and organisations: from entrepreneurs 
working for fintech startups to service 
providers, SMEs and employees of large 
organisations.

The book is divided into sections 
covering: FinTech Themes, Hubs, 
Solutions, Emerging Markets & Social 
Impact, Capital & Investment, Enterprise 
Innovation, Success Stories, Crypto-
Currencies & Blockchain, and The Future 
of FinTech. Each chapter provides a first-
hand insight. 

The FINTECH book is designed to be an 
accessible and vibrant read which will be 
of interest to those new to fintech as well 
as pioneers and established experts.

About the authors:

Susanne Chishti is the CEO of FINTECH 
Circle, Europe’s 1st Angel Network 
focused on FinTech investments, founder 
of London FINTECH Tours, and Chairman 
of FINTECH Circle Innovate. Selected 
as one of the 100 leading Women in 
FinTech and top 15 FinTech UK Twitter 
influencers, she has also been recognised 
by the European Digital Financial Services 
‘Power 50’ 2015, an independent ranking 
of the most influential people in digital 
financial services in Europe. 
@SusanneChishti

Janos Barberis is a Millennial in FinTech, 
recognised as a top-35 global FinTech 
leader. His expertise is focused on the 
new regulatory considerations raised 
by the development of FinTech. With 
a passion to drive change, he founded 
FinTech HK, a thought leadership 
platform, and the SuperCharger - a 
FinTech Accelerator that strategically 
leverages on Hong Kong as a gateway 
to Asia. In parallel, he sits on the 
advisory board of the World Economic 
Forum’s FinTech Committee and is a PhD 
Candidate at Hong Kong University Law 
School. 
@JNBarberis

For more information, to request a 
review copy, extract, author interview 
or cover image, please contact: 
Katy Smith, Publicity Manager, Wiley, 
katysmith@wiley.com
Ashton Bainbridge, Publicist, Wiley, 
01243 770671, abainbridg@wiley.com
www.wiley.com/go/press

Fintech.Finance provides reliable and 
accurate intelligence on emerging trends 
and breakthrough technologies. UK based 
company. 

Bitcoin Magazine is an established 
source of news, information and expert 
commentary on Bitcoin, the blockchain and 
the digital currency industry, based in the 
US. 

These are valuable UK/US resources of 
fintech and technology news and insights, 
giving additional coverage to our clients. 



19The Fintech TimesApril 2016

Important events 2016: 

Innovate 
Finance 
Global 

Summit 2016
London

April 11, 2016

Lendit 
Conference
San Francisco
April 11-12, 

2016

Blockchain 
Conference 
Amsterdam 
June 9, 2016

European 
Fintech 
Awards: 

witness the 
future of 
finance

Amsterdam 
April 14, 2016

European 
Blockchain 
Conference 

London
April 27-28, 

2016

C5 UK: 
Fintech 

Regulatory 
and 

Compliance 
Forum
London 

May 17-18, 2016

British Bankers 
Association: 

SME and 
Commercial 

Banking 
Conference

London
May 19, 2016

SWIFT 
Business 
Forum 

London 2016
London

April 20, 2016

Fincoder 
London

Jun 23, 2016

Fintech Week
London

July 15-22, 2016

Global 
expansion 

Summit
London

October 17-18, 
2016

Fintech 
Security 
Summit
London 

May 10, 2016

FinPitch 
London
London 

May 17, 2016

Blockchain 
Conference 

Dublin 
June 7, 2016

VENTUREBREAK.COM
all you ever wanted to know 

about startups
but were too afraid to ask
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Christian, let’s talk about challenging 
rather than selling out.
It is interesting to see how some other FinTech 
companies are teaming up in different ways 
with banks and other “traditional” finance 
players. 
There are lots of different options, but 
few of them have appealed to us. We have 
banks that invest in us, in so much as they 
put significant amounts of money onto the 
LendInvest platform to invest in our loans. It 
works well for both sides but when it comes 
to formal joint ventures or partnerships with 
banks, it’s not something we’re looking at. 
We believe we’re trying to do something 
different to how the banks and traditional 
financiers have done things in the past. 
Specifically the process to securing a 
mortgage can be the poorest consumer 
experience around. We’re looking to fix that. 
Teaming up with banks now seems counter-
intuitive.

In an absolute nutshell, how does it work, 
your service?
We were the first marketplace lender to enter 
in the property market and we’re bringing 
technology to mortgages for the first time. 
Typically, going to a mortgage lender is a 
very poor consumer experience. It’s one 
that’s entirely offline as well. You can’t apply 
for a loan or mortgage online with a bank. 
Instead if you go to a bank’s website, you’ll 
only find a booking form for a face-to-face 
appointment in a branch where you’ll fill out 
lots of paperwork. 
For us, it’s about bringing the borrower 
online to apply, and having a process that is 
not one of paperwork, but an online system.

NAME: Christian Faes
Occupation: 
Co-Founder & CEO of LendInvest, 
the UK’s first and largest online 
marketplace for property

Born: March ‘77, Australia

Education: Bachelor of Laws (Hons), 
Bond University, Australia

CAREER

Christian and his business partner, 
Ian Thomas, launched LendInvest in 
2013 with the ambition to reinvent 
the mortgage, bringing marketplace 
technology to the offline property 
finance market. Before LendInvest, 
Christian and Ian founded Montello 
which became one of the UK’s leading 
short-term mortgage lenders.

Christian is a qualified solicitor with 
corporate finance and real estate 
experience. He was previously a 
securitisation lawyer at Clifford Chance 
and in-house legal counsel for Deutsche 
Bank. Before founding Montello in 2008, 
Christian was involved in a mortgage 
lending business in Australia.

FAVORITE

Books: Barbarians At The Gate and Too 
Big To Fail
Films: Any Given Sunday

Restaurant: Deliveroo?! 
Or Granger & Co in Notting Hill

Hobbies: I’m really into modern art

Business philosophy: 
There’s no substitute for hard work

I suspect there’s a cycle in fintech.

Disruption, collaboration, conformity, then back to disruption again. Recently 

there feels to be a trend towards collaboration with the incumbent institutions. It’s 

almost as if some fintech companies have no higher ambition than to become 

a widget for a bank. However, the disruptive businesses that emerge are usually 

the most interesting, and frequently have the greatest potential. They often have 

a vision for taking entire market sectors by providing a service in a fundamentally 

different and vastly improved way.

So I could apply for a mortgage to buy a 
house through your platform?
Yes you can. Right now we lend to property 
entrepreneurs looking for mortgages 
to finance their rental properties or 
development projects. 
Our most common sort of borrower is 
one who is buying a property at auction, 
renovating it and then selling it on. But 
we’re lending more and more to people who 
convert offices to residential developments, 
or start from scratch building houses from 
the ground up.  
We’ll lend up to 75% of the value, which isn’t 
particularly aggressive. In fact, on average 
we lend up to 60-65%. 
What attracts borrowers the most is the speed 
at which we can assess their applications, 
underwrite and complete. There are certain 
points in the process like having valuers 
visit the property and having independent 
lawyers doing the legal work that can’t be 
automated. Plus we’ll never let a machine 
make the ultimate decision about whether to 
lend or not. But, there’s still a lot that can go 
online or be underpinned by tech to be faster 
and easier – the borrowers’ paperwork, the 
searches, conveyancing and administration. 
Our goal is to get the application process 
down to a couple of days. Three months vs 
a couple of days, it’s the killer app for sure.

Do you get repeats?
Yes we do. We like working with borrowers 
who transact 5 to 10 times per year. 
Like in the rest of the mortgage market too, 
mortgage brokers make a lot of valuable 
introductions too to long-term customers. 

the startup scene. 
delivered monthly 

from £35 / year

DISRUPTS.CO.UK/PRINT

What’s your big picture, when its finished?
I don’t know if it’s ever finished, but we would 
like to be the mortgage business that brings 
online lending for the whole market. 
Whether it’s a home you want, or a rental 
property, if you need a mortgage, you 
would come to LendInvest and it would get 
financed. Ours will be a smooth, easy, online 
experience.

How about the investment side of 
LendInvest, the peer to peer? 
The p2p is one component of our funding 
base that makes up about 30% of our total 
incoming capital. The remainder comes 
from the two funds we manage and several 
institutional funding lines.
Having a hybrid model like this means 
the borrowers know the money is there. If 
we say we’re going to lend to you, we will. 
Your mortgage isn’t dependent on a crowd 
decision. 
Likewise, when an investor selects a loan to 
invest in, it has already been pre-funded. The 
loan is there, it’s a fact and the investor will 
start earning great interest straight away. 

Can they buy in half way through a loans 
cycle?
Yes, they can buy a piece of that liability for 
the piece of the interest. The loan cycle is 
relatively short (averaging less than a year) 
and there are always other loans to choose 
from. The cost to the borrower is between 
6% and 12% per annum, and investors earn 
on average 7%.
There’s no reason for a mortgage to take 
three months, other than that the banks have 
bad technology, too much bureaucracy, and 
processes that don’t work. We know it can 
be done so much better. Simple. Transparent. 
Fair.

We chat some more; it’s a great business, 
it’s already a profitable business. 
A few days later I get a press release 
through. Another £17million raised. Go 
LendInvest.
by Bird Lovegod

Twice as Smart
BIG PICTURE
LendInvest


