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Abstract

The article discusses the development prospects of key segments of fintech in Russia,
including payments and transfers, financing, insurance, and money management. It was
revealed that for the period of 2020-2035 Russian fintech will develop at an accelerated
pace, in accordance with global trends. Thus, the volume of transactions using fintech
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services for payments and transfers in Russia is expected to amount to about $ 14.9 tril-
lion by 2035. Meanwhile, the article focuses on the prerequisites for the development of
the domestic fintech industry and the barriers that impede its optimal development
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Introduction

Currently, the global economy is under-
going qualitative structural changes related to
the revaluation of economic values based on
the principles of digital technologies, as well as
the accelerated transition of developed coun-
tries to the economy of knowledge and the im-
plementation of financial services. Thus, the
determination of further guidelines for the de-
velopment of financial technology in the Rus-
sian financial market is of particular im-
portance.

The modern fintech industry is represent-
ed by fintech companies, fintech startups and
traditional participants of the financial market,
introducing innovative fintech solutions in their
activities. In general, fintech is a hybrid market,
which presents products that implement joint
solutions in the field of finance and IT-
technologies [Zageeva, L.A., 2018].

The main areas of the fintech industry are
a fast payment system, an asset management
service, peer-to-peer lending (P2P), crowdfund-
ing, RegTech, Big Data, data security, block-
chain, cryptocurrency technology, et al.

A lot of foreign and Russian economists
have devoted their research to the problems of
development and implementation of financial
technology, however, it should be said that
consideration of the future prospects of Russian
fintech is an almost untouched area of research.
Thus, the purpose of the study is to consider the
prospects for the functioning of the Russian
market of financial technology in the context of
digitalization, to elucidate the main prerequi-
sites for its formation and key barriers.

Main part

Speaking about the development of the
fintech industry in the Russian Federation, it
should be noted that the Russian financial sec-
tor is developing in accordance with global
trends and is characterized by a high level of
fintech services adoption due to the technologi-
cal capabilities of classical participants —
banks. Thus, according to experts, in Russia 95
% of all innovative developments are in the
banking sector. Moreover, unlike most foreign
countries, Russian banks initially showed and
continue to be active in introducing new digital
technologies and innovative products. Identifi-
cation systems, cloud technologies, Big Data
analysis and artificial intelligence are among
them.

In general, four promising fintech seg-
ments can be distinguished here: payments and
transfers, financing, insurance, and money
management. The development of them can
create competitive advantages for Russia at the
international level.

Let us consider the prospects of these ar-
eas in the period of 2020-2035.

Thus, at the present stage of develop-
ment, the Payments and Transfers segment is a
key direction in introducing fintech innovations
worldwide. According to statistics, by the end
of 2019, the total volume of the segment of
payments and transfers using modern financial
technologies amounted to only 1 % of the total
world turnover of non-cash funds (or $ 9 tril-
lion) [Dannye venchurnogo skanera].

Figure 1 illustrates the forecast of the
volume of transactions using fintech services
for payments and transfers in Russia, billion
US dollars.
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Fig. 1. Forecast of the volume of transactions using fintech services for payments
and transfers in Russia (billion US dollars)

Based on the data in Figure 1, it is possi-
ble to conclude that according to some experts,
the payment and transfer segment will continue
to gain momentum over the next 15 years, in-
creasing by an average of 33 % per year and
will reach § 14.9 trillion by 2035. Moreover, it
is expected that the level of financial technolo-
gy adoption into the segment of payments and
transfers in Russia will be about 96 % by 2035.
Nowadays, this segment is focused mainly on
individual customers, then in the medium term,
the B2B segment of the e-commerce market is
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expected to grow, which will create demand
from companies for instant and less costly
payment solutions.

Speaking about financing, which has
found its distribution through online services, it
should be said that it has only just begun to
emerge in the Russian Federation. The total
volume of this segment by the end of 2019
amounted to about $ 1.2 billion.

Figure 2 illustrates the forecast of the
volume of financing using fintech services in
Russia (in billions of US dollars).
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Fig. 2. Forecast of the volume of financing using fintech services in Russia (billion US dollars)
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Thus, in the Financing segment, it is ex-
pected that 47.2 % of financial services will be
implemented using fintech products and ser-
vices in 2035. It should be noted that in con-
nection with the active spread of the Internet in
all areas of society and the rapid introduction of
innovative financial technology, the so-called
alternative online tools for providing financing
have become widespread, the key focus of
which is P2P lending (55.3 % of turnover of the

1 0.5
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entire market). In the medium term, the financ-
ing segment will continue to grow by approxi-
mately 51 % per annum and will reach $ 178.6
billion by 2035. For its part, the level of finan-
cial technology adoption in Russia in the Fi-
nancing segment will reach 36.7 % by 2035.

The insurance market is also significantly
affected by the development of the fintech in-
dustry, which is shown in Figure 3.

4.9
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Puc. 3. 3. [IporHo3 o0bemMa CTpaxoBbIX MPEMHH, YIUIAYEHHBIX TTOCTABIIUKAM CTPAXOBBIX
¢unTex-ycnyr B Poccun (mupa. most.)
Fig. 3. Forecast of the volume of insurance premiums paid to insurance fintech services providers
in Russia (billion US dollars)

According to the data presented in Figure
3, it can be concluded that in the medium term,
the fintech insurance segment in Russia will
continue to grow by an average of 19.2 % per
year and will reach $ 4.9 billion by 2035.
Among the Insurance segment, it is possible to
note such a key and dynamically developing
area as “smart” insurance. The essence of this
direction is that in fact the insurance model re-
mains the same, the changes affect only the ap-
proach to the formation of the cost of services,
in which calculations based on aggregated data
are increasingly giving way to a deeper analysis
of personal information collected using teleme-
try technology. It should also be noted that such
a direction as the P2P insurance market is asso-
ciated with the active spread of innovative fi-
nancial technologies in most sectors of the Rus-
sian economy, where there are such basic forms

of risk minimization as loans, pledges, prepay-
ments, et al [Williams-Grut O ].

Financial technology has a significant
impact on the private capital management mar-
ket and the work of financial consultants,
which is reflected in the automation of process-
es such as asset allocation and capital manage-
ment, the formation of new investment mar-
kets, the emergence of specialized products and
services for traditionally unprofitable clients,
and the increase in the efficiency of quantita-
tive risk assessment [Katrich, A.S., 2017].

Modern financial technologies are mainly
aimed at meeting the needs of individuals.
Among the innovative financial technologies in
the Capital management segment, it 1s advisable
to distinguish robotic consulting, services for
controlling personal finances, and social trading
that allow fintech companies and traditional par-
ticipants in the financial market to expand their

HAYYHBIN PE3YJIBTAT. 3KOHOMHUYECKHE M CCJIEJJOBAHUA
RESEARCH RESULT. ECONOMIC RESEARCH



Hayumnblii peayavmam. Sxonomuueckue uccaedosanust. T. 6. Ne2. 2020. C. 3-1
Research Result. Economic Research. Vol. 6. NeZ. 2020. P. 3-1

target audience and scale their business. Ro-
botization of the process of forming an invest-
ment profile and making investment decisions
can significantly reduce costs, while increasing
the reliability of analytical data and almost elimi-
nates any errors related to the human factor
[World’s Largest Banks, 2020].

Thus, it is possible to note that the devel-
opment of modern financial technology, com-
bined with the recognition of companies and

0.7
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2025

the rather low cost of attracting customers, al-
lows providing financial services to users at
lower fees, which opens up a wide range of
prospects for the capital management segment
for all market participants.

Let us consider the forecast of the volume
of funds under the management of innovative
services for wealth management in Russia, bil-
lion US dollars (Figure 4).

2035

Puc. 4. IIporxo3 o0bema cpeAcTB Moj yIpaBieHHeM HHHOBALHOHHBIX YCIYT
IO YIPABJIEHUIO KanmuTajioM B Poccun (Mipa. ooJu.)
Fig. 4. Forecast of the volume of funds under the management of innovative services
for wealth management in Russia (billion US dollars)

Thus, based on the data in Figure 4, it is
possible to conclude that at present the segment
of roboconsulting, like other segments of inno-
vative financial technologies in Russia, is only
emerging, but in the future it will continue to
grow. Hence, with the global market for ro-
boconsulting at 140 billion US dollars (accord-
ing to Morgan Stanley), the turnover of the
Russian market in 2019 amounted to only 0.01
billion US dollars. Despite this fact, it is ex-
pected that the volume of the segment will con-
tinue to grow on average by 63.2 % per year

and by 2035 will amount to $ 42.6 billion, with
an adoption level of 46 %.

It should be noted that the development
prospects of all four segments in the period
2020-2035 can be influenced by a number of
factors, positive and negative, structured
in table.

Considering the prospects and taking into
account the global prerequisites and the main
barriers, it is possible to present the forecast for
the development of promising fintech segments
in Russia by 2035 (Figure 5).
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Tabnuua

I'noanbHbIe MPENNOCHUIKN 1 OCHOBHBIE Oapbephl pa3BUTHS PUHTEX-UHAYCTpUH B Poccru

Table

Global prerequisites and major barriers to the development of the fintech industry in Russia

Name of the
segment

Global prerequisites to the develop-
ment of the fintech industry

Major barriers to the development of
the fintech industry

Payments and

- increased penetration of mobile
devices, including smartphones, tab-
lets, wearable gadgets;

- increasing cross-border popula-
tion mobility;

- lack of developed infrastructure
allowing cashless payments outside
large cities;

- fragmentation of existing instant
payment systems, as well as a signif-

Transfers - growth due to coverage of non- | icant proportion of the unreached
traditional financial institutions. population, which is faced with the
inconvenience of transfers between
different banks, with high commis-
sions and limits.
- low availability of funding from | - technological limitations of exist-
traditional financial institutions for | ing automated scoring models;
small and medium-sized entities; - regulatory restrictions.
. . - opportunity to attract alternative
Financing financing for individuals and busi-
ness due to low deposit rates;
- growth of the middle class share
in the total population.
- high level of price competition in | - low level of insurance culture;
the insurance market; - insufficiently operational im-
- ability to meet growing customer | provement of legal regulation and, as
needs (flexible and transparent pric- | a result, lag in the field of technology
Insurance ing); implementation,

- the growing number of mobile
devices, including telematics.

- lack of common standards to im-
prove the efficiency of online chan-
nels of insurance companies and pre-
vent fraud.

Capital man-
agement

- low yield on deposits;

- a large proportion of the individ-
uals who had no previous experience
of investment due to lack of appro-
priate skills and the minimum re-
quired amount of capital,

- the growing interest of the indi-
viduals in passive investment.

- the high cost of attracting a client,
combined with low commission of
new robo-advising companies, de-
termines the low rate of distribution
of robo-platforms in countries with
an underdeveloped market for retail
investment services;

- lack of certainty regarding the
behavior of robo-consultants during
periods of severe economic and fi-
nancial crises;

- the majority of global assets are
owned by people who are not mem-
bers of the so-called millennial gen-
eration and prefer more traditional
methods of money management.
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+96.3 % of all
transactions in
Russia willbe
conductedusing
innovative services

+9.8% of all
insurance premiuns
will be paid to
Insurance fintech
service providers

36.7 %% of financial
resources willbe
allocated through
inmmovative services
for financing

Puc. 5. IIporHos pa3sutus nepcnekTUBHBIX pUHTEX-cerMeHToB B Poccuu k 2035 rony
Fig. 5. Forecast of the development of promising fintech segments in Russia by 2035

Thus, the prospects for four key seg-
ments, including payments and transfers, fi-
nancing, insurance (Insurtech) and capital man-
agement were analyzed. Innovative products
and services will be developed in Russia in
these segments in the first place, since the most
significant transformation of traditional finan-
cial services based on innovative technologies
will take place in them.

It should be especially noted that the in-
troduction of financial technology makes the
task of creating a single space combining the
banking business and the digital environment
relevant. It is no accident that the concept of “a
single space” is interpreted as a “digital ecosys-
tem”. In this case, the digital ecosystem is un-
derstood as a business model of the bank’s ac-
tivity that provides a more productive model of
cooperation and competition to create a better
customer experience, in which partnerships will
be established with all manufacturers of prod-
ucts and services [Global FinTech Adoption
Index, 2020].

By 2025, ecosystems are expected to ac-
count for 30 % of organizations' global reve-
nue. Banks have a lot of opportunities to be-
come the center of ecosystems in the digital
economy, providing (unlike fintech companies)
[Bykanova, N.I,, Solovej, Ju.A., Gordya, D.V.
and Kon'shina, L.A., 2020]:

- extensive customer base with many
years of relationship;

- regulatory arbitration;

- advanced IT platforms;

- expansion of capital base;

- customer trust.

Conclusion

Thus, to develop the four segments indi-
cated above, the creation and effective func-
tioning of the fintech ecosystem in Russia is
required. Consequently, it is necessary to en-
sure the development of technologies and in-
creased demand for fintech services and prod-
ucts through the adoption of comprehensive
measures aimed at providing financial and
technological companies with access to financ-
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ing, as well as improving the regulatory envi-
ronment and the training process. The study
identified key initiatives, the implementation of
which will contribute to the development of the
fintech ecosystem and fintech segments
in Russia.
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