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For this embedded finance 
predictions paper, we tried to 
source predictions across the 
many facets of embedded finance 
– payments, lending, regulation, 
wealth management, banking, 
insurance – from both start-ups 
and incumbents, and across key 
regions. What emerges are four key 
themes about how this nascent 
industry is developing.

The embedded finance proposition is 
evolving 
Embedded finance begun as transaction-
based and narrow, individual services 
offered at the point of sale. But that is 
changing in three important ways. 

The first, as pointed out by Pritesh 
Ruparel of Assure Hedge and Adrien 
Treccani of METACO, is that the scope of 
embedded finance is broadening. It is 
moving into more complex and heavily 
regulated services, such as derivatives, 
bringing these services to a broader 
customer demographic. It is also extending 
into the world of DeFi and Web 3.0, as 
consumers increasingly seek to access 
financial services natively in these channels.

The second, as highlighted by Christine 
Schmid of additiv and Melissa Wong of 
bolttech, is that embedded finance is 
moving from single products to bundles, 
driving much higher value-add. 

INTRODUCTION
As Melissa says, 

“If we can educate 
customers that there 
are core things they’ll 
always need, then we can 
think about bundling, 
subscriptions, and 
membership – I think 
that’ll be a game-changer 
over the next couple 
of years in embedded 
insurance.”

The third is that embedded finance is 
moving into the realm of relationship 
banking. This is partly because embedded 
finance can be orchestrated around more 
complex requirements, but also because 
there are still very large areas of under-
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 “You can ignore embedded 
finance, do nothing, and 
risk someone else doing it, 
so you lose market share. 
Or you build your own 
platform, partner with a 
fintech or merge with one.” 

provision that can be addressed via 
embedded distribution. Christine Schmid 
draws attention, for example, to the 
massive savings and pension gaps. 

Embedded finance distribution is 
verticalizing 
Another key theme is around the 
verticalization of embedded finance. 
As SaaS goes more vertical, so will 
embedded finance. The reason for this 
is that these hyper-focused platforms 
– like Toast for restaurants – have the 
data to personalize services and manage 
risks much more accurately. Or, as Paul 
Prendergast from Kayna eloquently 
puts it, the next phase of embedded “is 
about treating the platform not just as 
distribution, but as a source of data.” As 
Paul notes, this is extremely relevant for 
insurance since coverage can be tailored 
to each company. But, as Jens Roehrborn 
of Banxware underlines, the same is 
true of lending. In fact, he predicts that 
merchant cash advances made through 
vertical SaaS platforms will boom in 
2023 because better data will feed into 
better risk scoring, but also because in a 
worsening economic environment, in-
platform lending will take up the slack 
from banks tightening their lending 
requirements. 

Banks are getting more active 
A rising interest-rate environment also 
provides part of the explanation for why 
banks are likely to become more active in 
embedded finance. 

As David Galbraith, partner at Anthemis 
Group, says, “With rates rising, balance 
sheets and net interest margin matter 
again.” Interest-rate rises confer a big 
advantage on incumbents, whose 
margins will grow as the increasing cost 
of capital squeezes growth-stage fintechs. 

In addition, as Christoffer Malmer 
from SEB Embedded says, banks are 
increasingly alive to both the threat 
and the opportunity around embedded 
finance. He says,

It’s not just large banks who are getting 
in on the act. Kelvin Tan from Standard 
Chartered sees this as a land-grab 
moment, where “fortune favors the 
brave,” regardless of size. In fact, he is 
seeking to level the playing field by 
providing the technology developed by 
SC’s nexus to any bank looking to move 
into BaaS.
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The importance of regulation cannot be 
overlooked 
Regulation is critical to embedded 
finance in a number of areas. First, 
through open banking legislation, 
regulation is key to unlocking the 
potential of embedded finance. As 
Abdulla Almoayed from Tarabut Gateway 
points out, open banking regulation is not 
just being enacted in more jurisdictions, 
such as Saudi Arabia and Bahrain, but 
these regulators, in pursuit of building 
vibrant fintech ecosystems, are going 
further than early movers like the FCA.

The matter of regulatory scope is 
also important. As finance becomes 
embedded into more and more 
consumer channels, regulation also 
creeps into these areas, creating 
questions about accountability. For 
Daniel Stuart-Smith from MatchMove, 
the embedded finance platforms need to 
step up, because the regulator won’t want 
to have to deal with multiple distribution 
partners, and because customers will 
want a smooth and seamless experience 
even when – or especially when – their 
requirements are met by multiple 
underlying service providers. 

For Bob Wardrop from RegGenome, 
a more fundamental approach is 
needed. The issue is not just regulatory 
creep outside of pure financial services 
companies, but that technology is itself 
creating new regulations – around 
cybersecurity, for example. To allow all 
companies in the embedded finance 
ecosystem to be able to comply fully 
with the growing body of fast-changing 
regulations, “rule books need to become 

machine-readable and machine-
executable,” so that compliance can 
be handled by applications and, to 
the greatest extent possible, be made 
automatic.

THANK YOU TO OUR 
CONTRIBUTORS

Founder and CEO, Tarabut Gateway

Abdulla Almoayed

“What’s interesting about 
the Saudi example is that 
MENA regulators have 
gone beyond the original 
open-banking framework 
implemented in the UK to 
enable more use cases.”
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TIPPING THE 
BALANCE: A 
WORLD OF HIGH 
INTEREST RATES

Partner, Anthemis Group

“Many fintechs will be 
outcompeted by large balance 
sheets on one hand and effective 
digital distribution through 
embedded finance products on 
the other – creating the biggest 
opportunity for smart financial 
services incumbents in 15 years.”

David Galbraith
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When interest rates were near zero, it was 
difficult for banks to monetize their large 
balance sheets consisting of deposits 
and loans. Fintech largely evolved in 
this environment and many payments 
start-ups, including neobanks, made 
their money from interchange fees on 
transactions rather than deposits. 

With rates rising, balance sheets and net 
interest margin matter again. Incumbents 
are in a much more powerful position as 
the rising cost of capital squeezes growth-
stage fintechs. 

But a large balance sheet has an 
additional benefit when interest rates 
are increasing rapidly: the impact of 
more expensive capital can be delayed 
by controlling, say, how quickly rate rises 
are passed on to savers. Being a bigger 
incumbent, rather than a more vulnerable 
start-up, matters in this period of change.

Embedded finance represents a major 
opportunity for incumbents in the 
current economic environment and will 
allow them to outrun many fintechs that 
originally competed by offering a more 
sophisticated digital experience.

Financial services, although lucrative, are 
inherently boring and therefore non-viral, 
compared to things like social media. 
As a result, customer acquisition costs 
are high. But if financial services can be 
embedded in non-financial products, 
with the right affiliate incentives, this 
creates improved unit economics for both 
financial services firms and the platforms 
their services are embedded in.

Fintechs, meanwhile, are being squeezed 
from both sides. They have a fraction of 
the capital that traditional banks hold – JP 
Morgan Chase has $2.25 trillion in deposits, 
while Revolut has around $10 billion. On 
the distribution side, WhatsApp has 2.4 
billion users compared to Revolut’s 20 
million. And in China, embedding finance 
in the WhatsApp equivalent, WeChat, 
resulted in 800 million users, an 80 
percent conversion rate. So fintechs’ user 
bases are also far smaller than those of the 
biggest digital platforms.

There will be spaces in the middle where 
fintechs can thrive by, say, managing 
risk or orchestrating bank services as 
Stripe does. But many fintechs will be 
outcompeted by large balance sheets on 
one hand and effective digital distribution 
through embedded finance products 
on the other – creating the biggest 
opportunity for smart financial services 
incumbents in 15 years.

Some fintechs will provide tools, or fill a 
niche and get to break even. A handful 
will grow big enough to compete as 
new brands in the finance space. But 
eventually, they will all need connections 
to a balance sheet and an embedded 
finance strategy.
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BIG BANKS 
WAKE UP TO 
EMBEDDING

Head of SEB Embedded

“The success of fintechs has 
forced incumbent banks to take a 
stance. You can ignore embedded 
finance and do nothing. Or you 
build your own platform, partner 
with a fintech, or merge with one.”

Christoffer Malmer
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Christoffer Malmer

Traditional banks have woken up to 
the embedded finance market. Yes, 
universal banks were caught off-
guard because they have always been 
vertically integrated and not really set 
up for anybody other than themselves to 
distribute their products. That’s why their 
technology and processes are so hard to 
turn around.

But the success of fintechs is pushing 
incumbent banks to take a stance. 
You can ignore embedded finance, do 
nothing, and risk someone else doing it, 
so you lose market share. Or you build 
your own platform, partner with a fintech, 
or merge with one. At SEB, we set up a 
dedicated unit to provide Banking-as-a-
Service – SEB Embedded – while other 
banks pursue alternative strategic options 
within this space.

Fintechs have multiple options to serve 
different types of end customers and 
B2B relationships. They could team up 
or merge with a bank, or join forces 
between themselves.

But you really need both sides in this 
business. You need that banking 
experience and you need a redesigned 
distribution platform. For a fintech to 
establish its own banking operation 
is really complicated. There are legal 
and compliance aspects that are quite 
significant.

We’ve been doing this since 1856, being 
regulated, running risk models, talking 
to financial services authorities – all 
these things we know well and do well. 
We can now build on this experience to 
offer our products to other companies 
and their customers.

Name recognition also goes a long way. 
When we launched our partnership with 
Humla (a Swedish fintech from retail 
conglomerate Axel Johnson), people were 
saying SEB is doing this, we know them. 
If they’re doing it, we can get comfortable 
with that.

Plus, we have relationships with most 
of the large corporates across our home 
market, so we already bank a lot of those 
customers and can just add another 
product, an embedded one to meet their 
end-customer needs.

Established banks have a great set of 
tools to make this happen. But ultimately, 
the deciding factor in whether this will be 
successful will be how financial services 
are embedded to design great user 
experiences and create value for end-
users – whether that user experience is 
going to drive the demand we expect.

We’re right at that point where everyone 
needs to find their different roles in 
the ecosystem. If this is something 
customers want to have, it’s just a 
question of how we and others will piece 
it together for them.

Embedded finance makes a lot of sense 
to many companies and industries, 
retailers and incumbent banks. For us, it’s 
like – why not? We really cannot see why 
it shouldn't happen!
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EMBEDDED 
FINANCE: 
BLAZING A TRAIL 
TO NEW REVENUE 
STREAMS

Global Lead, Standard Chartered nexus

“Embedded finance is already  
giving the more forward-looking 
banks access to new revenue streams 
and to previously unbanked customers. 
People need to understand exactly  
how big an opportunity it is and get  
a move on. The first five to scale  
in this will corner the market.”

Kelvin Tan
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“Embedded finance is already  
giving the more forward-looking 
banks access to new revenue streams 
and to previously unbanked customers. 
People need to understand exactly  
how big an opportunity it is and get  
a move on. The first five to scale  
in this will corner the market.”

Embedded finance – where banking 
products are offered by non-financial 
companies as part of their service – is 
growing fast. In Asia, for example, it’s 
forecast to grow by 24.4 percent a year 
until 2029. Across the whole region, it’s 
pretty advanced. Lending, deposits and 
insurance are entwined in a way yet to 
happen in Europe and elsewhere. But it 
is growing worldwide. Retailers in Europe 
can already see the benefits and we will 
see full end-to-end embedded finance 
over the next couple of years in all regions.

At Standard Chartered, we’ve developed 
Standard Chartered nexus, a white-
label plug-and-play Banking-as-a-
Service (BaaS) solution. By creating 
a BaaS business model embedding 
financial products directly on mass 
digital ecosystems such as e-commerce 
platforms, telcos, and ride-hailing apps, 
customers can enjoy easy access to 
financial services that were previously 
unavailable to them. 

We’ve built a hyperscale, hyperconverged 
banking platform for the cloud that can 
be deployed in minutes – it’s banking in a 
box. It’s cloud native and built with multi-
tenancy and simple partner onboarding 
in mind. Each party owns their respective 
areas of expertise – so Standard Chartered 
owns the regulatory reporting and 
provides the financial products, while 
partners such as Bukalapak own the 
marketing strategy. They know the 
customers best and understand what 
they want. 

Demand for lending is set to expand 
significantly worldwide, and that lending 
in turn will create the potential for growth 
and jobs. Embedded banking allows risk 
to be accurately assessed. SMEs have 
been really badly served on this to date 
and that group are among those who are 
going to benefit most. Banks will be able 
to see a company’s cash flow in real time, 
assess the risk and accurately price that 
into any loan or overdraft. 

Embedded finance is already giving the 
more forward-looking banks access to 
new revenue streams and to previously 
unbanked and underbanked customers. 
Increasingly, they are seeing it as part of 
their long-term business models. People 
are talking about it, but some still don’t 
quite understand exactly how big an 
opportunity it is. They need to get a move 
on. Fortune favors the brave. The first five 
to scale in this will corner the market.
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EMBEDDED 
INSURANCE: 
PLUGGING THE 
PROTECTION GAP

CEO and co-founder, Kayna

“By the end of 2023, you’ll see a lot 
of really interesting collaborations 
between tech companies, insurers 
and software platforms like  
vertical SaaS.”

Paul Prendergast
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The first wave of embedded insurance 
was about finding new places to sell 
insurance and improving the user 
experience. The next phase, embedded 
insurance 2.0, is about treating the 
platform not just as distribution, but as a 
source of data. 

Our software platform clients have 
valuable data about their customers that 
allows us to personalize insurance and 
price risk much more accurately. 

Small businesses have massive problems 
with under-insurance from off-the-
shelf products bought over the phone 
or online. They think they’re covered, 
but they aren’t, or they’re paid only a 
fraction of their claim – and they’re out of 
business. This happens time and again. 
By using the platform data, we’re able to 
say this restaurant needs this insurance. 
And over time, the data might show 
turnover has doubled, or it has hired more 
staff, so it needs a different policy. 

More broadly, life is moving online, 
providing more data about individuals, 
pets – everything. Each vertical has 
its own SaaS – gyms, restaurants or 
dentists – and the relevant vertical 
software contains a lot of data specific 
to its users. For example, we’re working 
with a platform that provides medical 
supplies to pet owners that wants to add 
insurance to its offer. It knows all about 
the pets and their treatments – data that 
could be used by insurers to provide the 
right cover. 

Insurers are really excited about being 
able to sell through a dedicated channel 

to target potential customers and access 
the data they need to assess risks more 
accurately. This plugs the protection gap. 
In time, low-risk people could also get a 
better price because insurers are not just 
working on risk averages. 

Embedded insurance will grow the 
insurance market. If you give the experts 
– brokers and insurers – the right tools, 
they’ll be able to deliver a better product 
and a better experience. And that will lead 
more people to take out insurance.

By the end of 2023, you’ll see a lot of 
interesting collaborations between 
tech companies, insurers and software 
platforms in “vertical SaaS”. By the end 
of the decade, this is going to be worth 
$500 billion a year globally and around 
25 percent of small business insurance 
will be embedded. Time will tell – the 
execution has to be right when it comes 
to the technology, the data and the 
privacy, but it’s going to be a huge part of 
the insurance sector.
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EMBEDDED 
FINANCE WILL 
ADDRESS THE 
SME FUNDING 
GAP

Banxware founder

“Merchant platforms will step 
into the gap. They can see 
the seller’s performance on 
a daily basis. They know the 
seller. With their data, we can 
accurately assess risk and price 
it accordingly.”

Jens Roehrborn
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When you look at the lending stats in 
the US for last year, SMEs used standard 
business loans most, followed by credit 
cards – the most expensive debt on the 
planet. And third was merchant cash 
advances. That last category is going 
to grow thanks to embedded platform 
lending for merchants. 

I believe this is the best SME lending 
model, the most convenient one and the 
one that bears the least risk for the lender. 
Embedded lending will have substantially 
lower default rates than any other form 
of lending over the coming months, 
because of the insight into the borrower 
it provides. 

Consumer spending will dip after 
Christmas but when the weather starts 
to get warmer, it will start up again. With 
it, revenues for SMEs will begin to go 
up and they will need to replenish their 
stock. They will need funding for that, 
for marketing campaigns and staffing. 
But banks tend to be more conservative 
about lending in difficult economic times. 
With interest rates rising or elevated, as 
they are now compared with negative 
rates before, SMEs will have even less 
access to capital from banks than normal. 
Just when they need it. So merchant 
platforms will step into the gap. They can 
see the seller’s performance on a daily 
basis. With their data, we can accurately 
assess risk and price it accordingly. We 
get a 360-degree view of the merchant 
as they currently stand. The platform 
becomes the conduit for the loan. It’s 
good for the platform and it’s good for 
the seller. 

In terms of technology, there are a couple 
of things to do next year to help grow the 
market. We’re going to offer merchants 
credit lines, so platforms will be able to 
say to their merchants: you have a pre-
approved line of credit of $x. This allows 
the merchant to plan and we think there 
will be high demand. It’s an extremely 
challenging model from a credit decision 
scoring and risk perspective, but it can be 
done. We believe this will replace invoice 
financing, which has no stickiness for 
the platforms. 

It’s also necessary to split payments. In 
our case, we’re introducing an innovation 
that, when the platform remits to the 
merchant, we will get the loan repayment 
portion of that revenue up front. This is 
important in that it opens up loans to 
merchants that might not otherwise get 
them, because it reduces risk. We know 
we will get our payment. It’s a win-win. For 
the platform, the merchant and for us.
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COMING OFF 
THE EMBEDDED 
SUGAR HIGH

Group Chief Product Officer, bolttech 

“As an industry we need to stay 
true to our purpose. While we have 
the sugar high of creating easy 
digital experiences, we can’t lose 
sight of what customers actually 
value: a holistic proposition that 
meets real needs.”

Melissa Wong
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A lot of companies are really focused on 
driving attachment rates and scaling 
enrollment, but as an industry we need 
to stay true to our purpose. We are here 
to protect people against the risks in their 
lives and provide them peace of mind. 
While we have the sugar high of creating 
easy digital experiences, we can’t lose 
sight of what customers actually value: a 
holistic proposition that meets real needs.
Much of the approach toward customer 
service in embedded insurance has been 
on digital reimbursement and delivering 
impeccable customer experience in terms 
of speed and efficiency. But when you’re 
in that moment of need, sometimes it’s 
not the monetary aspect that resolves the 
problem. What other ways can we build in 
more value for customers?

When you lose your smart device, 
for example, you lose connectivity to 
so many aspects of your life. A quick 
reimbursement may alleviate the 
stress, but it doesn’t meet your most 
immediate problem. So, we have to look 
at what a customer needs most when 
something has gone wrong. If the device 
needs repairing – it’s a quick pick-up 
in a congested city, repair and delivery 
within 24 hours, and all exceeding the 
expected service standards. Those are the 
moments of truth for the customer. It’s 
not just about price; value is important.  

Those who try to go broad and apply 
the same model for everything, from 
travel and device to home and contents 
insurance, are missing opportunities in 
the long run. To be sustainable, you have 
to go deep into customers’ needs, embed 
yourself in your distribution partner’s 
core product, and help drive loyalty, 
engagement, and stickiness. 

The distribution partner spends 
a lot of time, effort, and money to 
acquire customers; they’re not going 
to compromise their customers, 
core product, and journeys for any 
additional service without believing in 
the ability to enhance their customer 
experience. Trusted brands know they 
are accountable to the market, their 
customers, and their partners.  

If Netflix or Spotify can meet customers’ 
needs for entertainment, why can’t it be 
the same for insurance? If we can educate 
customers about the core things they 
should put in place to be better protected, 
then we can think about bundling, 
subscriptions, and membership – that’ll 
be a game-changer over the next couple 
of years in embedded insurance. 

Take cyber insurance, for example. The 
cyber-risks insurance market will grow 
from $9.2 billion to $22 billion in 2025. 
We can protect not just with pay-outs, 
but also with services, scanners, and 
assistance – everything a customer needs 
to protect against threats in their everyday 
life online. Right now, traditional cyber-
insurance products don’t get a lot of 
traction in terms of attachment and sales. 
The key would be to figure out a way to 
bundle the products, increase awareness 
through incremental coverage, and 
demonstrate product value. But to start, 
we could be educating customers about 
cyber risks and how they can protect 
themselves before we even get to the 
insurance product itself. 



E
M

B
E

D
D

E
D

  F
IN

A
N

C
E

  P
R

E
D

IC
TI

O
N

S 
 2

0
23

18

© aperture SA 2022. All rights reserved. Not intended for distribution without prior consent.

FINANCE UP 
CLOSE AND 
PERSONAL

Chief Strategy Officer, additiv

“Essentially, it comes down to 
orchestrating people’s wealth – 
bringing it into a single view.  
At the moment wealth is siloed. 
That’s changing.”

Christine Schmid
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Embedded finance started on the 
transactional side – integrated payments 
or buy- now-pay-later at the point of sale, 
for example, have become standard. 
Now we’re starting to see more relational 
embedded finance – for financial services 
that aren’t just for one point in time, but 
cover an ongoing relationship. So, when 
someone has seen a property they want 
to buy, embedded relational finance can 
be available for the mortgage and all 
the insurance products they need going 
forward. This evolution of the embedded 
ecosystem is going to gather speed in 
2023 and move into other areas such  
as wealth. 

One big driver is the pensions gap – or the 
savings gap – the difference between what 
people are saving into pensions and what 
they will need to maintain their lifestyles. 
Saving can be hard. But by embedding 
the incentivization to save, you can achieve 
bigger savings pots faster. 

It’s about sneaking a smart way to 
save into a transaction. An example is 
belonging to a loyalty scheme that gives 
you a $10 cashback on a $100 purchase 
and offers you the option of putting the 
$10 into a pot to save or invest. This is 
embedded investing or, in finance terms, 
Wealth-as-a-Service.

The other big driver is the use of client 
data intelligence, combined with 
investment knowhow and market 
view, to produce the right personalized 
recommendations – by knowing the 
customer, what they want, and what 
they need. 

This means being able to use a 
customer’s profile to provide them with 
ideas that are close to their heart and it’s 
going to shape impact and sustainable 
investing. The push for this will not just 
come from the consumer, but from the 
regulatory and governance side. We will 
get it offered as ‘the right thing to do’ 
and it will be communicated as such, 
encouraging us to invest hopefully 
with impact. 

Finally, I think 2023 will see blockchain 
decoupled from the crypto hype, thanks 
to the market correction we’re seeing 
now. This is about using blockchain to 
store proof of ownership of assets and 
values – it can be real estate (physical or 
digital), intellectual property, art, or any 
luxury good. 

Essentially, this all comes down to 
orchestrating people’s wealth – bringing 
multiple underlying services into a single 
view and contextualizing them at the 
point of need. At the moment wealth is 
siloed. That’s changing and the winners 
will be those that can offer this with 
relevance to the consumer. 
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OPEN BANKING: 
MOMENTUM 
BUILDS IN THE 
MIDDLE EAST

Founder and CEO,  
Tarabut Gateway

“Dubai and Riyadh are 
competing to be the fintech 
capital of the Middle East and 
open banking is essential if a 
strong fintech ecosystem is 
going to develop.”

Abdulla Almoayed
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Next year we’ll see a major acceleration 
in open-banking adoption across the 
Middle East that will lay the foundations 
for embedded finance. Kuwait has 
announced an open-banking framework, 
Oman is working on one, I expect the UAE 
to make an announcement in 2023, and 
we could see markets such as Egypt and 
Tunisia start exploring it, too. 

The two regional pioneers in open 
banking are Bahrain, which launched in 
2020 with a framework based closely on 
the UK model, and Saudi Arabia, where 
the regulator has just published final 
rules for the first phase of the project. 

What’s interesting about the Saudi 
example is that regulators have gone 
beyond the original open-banking 
framework implemented in the UK to 
enable more use cases – they’re telling 
banks to expose data points which are 
not mandated in the UK: the customer’s 
name, their date of birth, address, and 
phone number, for example. Information 
like this is incredibly powerful for 
streamlining onboarding journeys. 
There’s also a mandated API for a letter of 
guarantee to help businesses exporting 
and importing with trade finance. 

Why are regulators pushing so hard on 
open banking? Governments across the 
region see big opportunities in fintech: 
Dubai and Riyadh are competing to 
become the fintech capital of the Middle 
East and open banking is essential if a 
strong fintech ecosystem is going to 
develop. Fintech is part of their plans 
for the post-oil economy and so they’re 
putting in a lot of effort to make sure 
open banking flies. 

Part of that is working out how to make 
it attractive to banks, but however 
they do it, there’s a strong desire to 
avoid what happened in the UK, where 
the big players saw open banking as 
a compliance issue rather than an 
opportunity. That slowed down adoption 
and it took a long time for use cases to 
start emerging.  

So Middle Eastern regulators are going 
to ensure that open banking is attractive 
for established banks as well as fintechs, 
and that is going to create many more 
opportunities for embedded finance 
propositions to take root. It’s going to 
be a big year in the Middle East for open 
banking and fintech.  
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THE RISE OF 
THE ONE-STOP 
TECH SHOP FOR 
EMBEDDED 
FINANCE

Group CFO, MatchMove.com

“Fewer than 30 percent of people 
across South-East Asia have 
access to bank accounts. That 
creates a huge opportunity for 
trusted brands that aren’t in 
financial services to step into 
the gap.”

Daniel Stuart-Smith
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It’s a super-exciting time to be in fintech 
and embedded finance in South-East 
Asia because all the key criteria for uptake 
are here. We’ve got the distribution 
infrastructure, because smartphone 
penetration is so high, and we’ve got the 
demand. The population has a very young 
median age and is digitally native. And 
as a whole, it is underbanked. Fewer than 
30 percent of people across South-East 
Asia have access to a bank account. That 
creates a huge opportunity for trusted 
brands that aren’t in financial services to 
step into the gap. 

For example, if you’re a small business in 
Indonesia you may have your products 
listed on Tokopedia, the ecommerce 
site. It's your trusted brand. So it offers 
microcredit loans. If you’re a gig worker 
in Singapore working for [ride hailing 
company] Grab, then your income is 
paid to you via an embedded finance 
tool. Grab is your trusted brand. These 
companies are already creating an 
alternative to banks, bringing financial 
services to the point of consumption – 
where they’re most relevant. Their brands 
are convenient, low-cost, and trusted. 
And there’s lots of opportunity. They 
will increasingly provide the affordable 
services that people want. 

One fast-growing category, particularly 
in our region, is earned wage access 
(EWA), helping people gain access to 
what they’ve earned by the minute, hour 
or day instead of waiting until the end of 
the month. And if the driver can use their 
earnings record to borrow money to buy 
a new vehicle, the risk can be accurately 
assessed, even for people who couldn’t 
get a credit score before.  

This access to data will also help sell 
insurance, with underwriting capacity 
built into the platform.

As for how this happens? The successful 
technology providers will be the ones 
that take care of the regulatory side as 
part of their offer. The regulators aren’t 
going to want to license all sorts of 
brands – café chains, retail chains. They’ll 
want the intermediary, the embedded 
finance technology provider to take 
care of that. Regulation will be part of 
a set of underlying services required to 
offer embedded finance – know your 
customer, compliance, reconciliation, 
anti-money laundering. The tech provider 
will increasingly bundle all this together 
as a one-stop shop, providing a regulated 
point of access into multiple financial 
products-as-a-service. 
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THE NEED FOR 
AUTOMATED 
RULES

Founder and CEO, RegGenome

“Somebody has to provide 
compliance in a box. Rule books 
need to become machine-
readable so that compliance 
processes are more automated, 
driven by algorithms and AI, 
not teams of humans reviewing 
and changing regulations.”

Robert Wardrop
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Regulatory uncertainty is increasing. First, 
technology change is creating new areas 
of regulation and that isn’t uniform across 
jurisdictions. Second, you’ve got changes 
in what societies want, and ESG is a great 
example of that. Enough people didn’t 
care about sustainability 10 years ago to 
introduce obligations aimed at changing 
sustainability-impacting behaviour. Finally, 
digital companies change faster and 
spread geographically further. If I launched 
regulated products as an insurer once 
a year five years ago, I’m doing it once a 
month now. Digital companies are less 
geopolitically bounded, which means you 
may have multiple compliance issues 
in various jurisdictions. This all leads to 
compliance complexity. 

Many operators in embedded finance 
aren’t prepared for that. The mobile phone 
operator has dealt with cybersecurity, with 
data privacy, but not with lending, with 
financial services regulations, so they have 
no expertise internally.  

If I offer buy-now-pay-later in online 
shopping, I’m offering a loan, and that 
now means regulatory requirements 
emerge. That host provider will have 
regulatory obligations. That online 
merchant probably won’t have a financial 
services regulatory compliance staff. 
Somebody has to provide compliance 
in a box. That’s going to be some 
machine-based set of applications 
and they need to ingest the relative 
regulatory requirements of that activity, 
in that jurisdiction, for that provider of 
that embedded finance service. That 
application can’t read PDFs.

So, rule books need to become 
machine-readable and machine-
executable. Compliance systems in 
embedded finance need to work in a 
more decentralized, automated way, 
where they’re algorithmically-driven. 
You can’t rely on centralized teams of 
human beings reviewing compliance 
requirements and changing regulations. 
This is increasingly being driven by 
AI technologies that automate this. 
It’s about moving to a machine-to-
machine interface between regulatory 
requirements and compliance execution. 
It’s an important transformation that’s 
under way. 

The trend is for more regulators or third 
parties to provide regulatory content 
in that machine-readable form. That’s 
essential for embedded finance to scale 
while being compliant in an efficient 
way with its regulatory obligations. Some 
financial regulators are in the forefront 
of that process, such as in the US, Abu 
Dhabi, Singapore, and the UK. 

But responses to new technologies 
around the world are not uniform and 
harmonization takes time, if it ever occurs. 
So, there needs to be more coordination 
between regulators to address overlap of 
their remit within the same jurisdiction. 
More forums are needed for constructive 
engagement between regulators and 
industry that allows for more inter-
operability, that benefits everyone, and 
has nothing to do with lobbying. 
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EMBEDDED 
FINANCE IS 
COMING TO 
DIGITAL ASSETS

CEO, METACO

“With parts of the trust-value-
chain now being inherently 
backed into blockchain protocols, 
and liquidity building up in DeFi 
pools, consumers want to engage 
more and consume financial 
products natively in these DeFi 
apps and Web 3.0 channels.”

Adrien Treccani
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While the digital asset industry enters 
2023 under something of a cloud, given 
the meltdown of various crypto-native 
firms, there is still room for optimism. 
Events like the FTX collapse mark the 
end of an era – one led by crypto-
native start-ups deploying products 
with minimal regulatory oversight, 
insufficient security, and ineffective 
governance and management. In its 
place, we are witnessing the transition 
to a new age – one driven by regulated, 
established custodian banks and financial 
institutions. As these institutions work in 
collaboration with regulators, the digital 
asset industry has the opportunity to 
redefine standards, building trust which 
is critical to broader adoption.

This first facet of broader adoption will 
be the move beyond cryptocurrencies. 
Digital assets are much more than crypto, 
but so far only a small part of institutional 
capital has been deployed into them 
because of the lack of asset maturity and 
unreliable custody market infrastructure. 
This will change, transforming the 
way existing and future assets will be 
represented, and how economic value will 
be stored and exchanged, opening up a 
market opportunity worth between $700 
trillion and $1,000 trillion. The immediate 
opportunity for banks is obvious: custody 
and asset servicing, which has always 
been their core value proposition and 
where, in the digital asset economy, they 
will need to double down. 

In parallel, we will see the trend of 
embedded finance extend to digital 
assets. With parts of the trust-value-
chain now being inherently backed 

into blockchain protocols, and liquidity 
building up in DeFi pools, consumers 
– both retail and institutional – want to 
engage more and consume financial 
products natively in these DeFi apps and 
Web 3.0 channels, such as Uniswap or 
OpenSea. Banks should therefore seek to 
introduce their asset-servicing capabilities 
at the point of engagement, embedding 
risk management, wallets, and other 
services in these channels, rather than 
trying to create competing services. In 
effect, we expect established, regulated 
institutions to act as the bridge between 
traditional/fiat finance, digital assets, 
and DeFi.

Longer term, we see the opportunity 
for companies to leverage the power of 
smart contracts, digital assets, and wallet 
services to build innovative use cases that 
transform their existing products, services, 
and ecosystem. One example is Turkey-
based electric vehicle manufacturer 
Togg, which utilizes METACO technology 
in a digital asset wallet solution with 
functions such as non-fungible token 
(NFT) ownership. Users can buy, sell, and 
swap NFTs, such as artworks, which the 
vehicle's ambience can be transformed 
to match.

Despite recent headlines, 2023 will be 
transformational for digital assets.
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EMBEDDED 
HEDGING: SIMPLE 
SOLUTIONS 
TO MANAGE 
EVERYDAY RISK 

CEO Assure Hedge Ltd

“Hedging can be a complicated 
business. By embedding where 
it’s needed, you reduce the points 
of failure in the decision-making 
process.”

Pritesh Ruparel 
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We’ve seen some really sharp market 
swings this year – from equities, to 
commodities, to FX. A few months ago, 
my phone was blowing up with what 
felt like hundreds of people, who don’t 
normally talk about foreign exchange, 
asking about how to hedge their risk. 
Most were out there running regular 
businesses. Historically, they had always 
just passed on the costs to customers, but 
now they realized that they had to think 
about these risks or lose their competitive 
edge. After all, it’s rare that you see the 
kind of moves that we have in a major 
currency pair like GBP/USD. 

Many had budgeted at 1.30 or 1.40 in 
cable and were hoping for a reversion to 
the mean and then in a flash, we were 
trading close to parity. You can see how 
it can get confusing when you have 
currency risk, your budget rate has been 
blown out of the water, or you’re suddenly 
sitting on huge levels of stock and at the 
same time are being called to pay margin 
on FX hedges. 

There’s real uncertainty still in the 
market, with so many external risk 
factors. That uncertain outlook means 
those currency risks are here to stay. 
It’s enough to keep us busy for the next 
couple of years, definitely. 

Having to move to an analogue medium 
to manage your risk introduces many 
points of friction because it causes the 
user to start a new user journey; they 
have to stop what they're doing and 
move off the platform, which costs time 
and money.

We think the key to solving this point of 
friction in financial services is to deliver 
hedging solutions through a platform 
that businesses already use, directly 
at the point where the customer sees 
that risk emerge. Say the customer is 
using an accounting software package 
and suddenly realizes they are sitting 
on a big exposure, that’s where we step 
in and help them. Hedging can be a 
complicated business. We believe that 
by embedding it in the place where it’s 
needed, you reduce the points of failure in 
the decision-making process. 

And FX is only the beginning. SMEs face all 
kinds of risks. Over time we’ll hope be able 
to offer a toolkit that allows any business to 
transfer risk of any form, so they can go on 
focusing on what they do best. 

We think this will be a growing space 
in embedded finance. After all you can 
walk into a fintech conference and meet 
5,000 great companies focusing on 
payments. But there are relatively few of 
us solving this problem at the moment.  
It’s complex; there are regulatory 
and technological considerations 
and so there’s a lot of innovation still 
to be done. However, the benefit of 
automation is already starting to be 
realized by our customers. 
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