.\\
. ms

Scienze Economiche, Aziendali, \
Matematiche e Statistiche “Bruno inetti LS /

J Vi -~

B15. OTHER
INTERMEDIARIES

FINANCIAL MARKETS AND INSTITUTIONS
A.A. 2022/23

PROF. ALBERTO DREASSI — ADREASSI@UNITS.IT




TOPICS

* WHY OTHER INTERMEDIARIES EXIST¢

v—
/ * WHY FINTECH?

B W HY MUTUALITY?




OTHER INTERMEDIARIES

* Servicing main financial institutions, or specialised in customers (f.i. consumers) or products
(f.i. leasing) less prominent in leading markets

* Funds from money markets (no deposits), equity and bonds

» Targeting high volumes of small-sized short/medium term loans:

* Lower liquidity risks (no deposits): still no secondary market
* Lower interest rate risk (shorter duration): still A/L gap

* Higher credit risks: more concentration (geographical, customers, ...), more limited
selection/monitoring tools = higher interest income

* Lower level of regulation/supervision: still subject to disclosures and protection of retail
borrowers/savers

* Frequently, captives
VOLKSWAGEN

FINANCIAL SERVICES

THE KEY TO MOBILITY




FACTORING

* commercial credit: not only financial needs — administration and guarantees

* sums discounted (credit) or simply cashed in, with or without recourse

* reverse factoring originated from debtor (f.i. key companies in complex value chains)

Evolution of Global Factoring Volume (in Euro
billions)
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LEASING

on real estate, equipment, ships, aircrafts, cars, ...: using an asset without ownership few leasing volumes per cluskerin 20230509
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CONSUMER CREDIT

. ! I . e Figure 4 — Ratio of consumer credit to non-financial private sector total loans
purpose: current personal consumption (usually with low size limits to (percentages)

qualify, other than real estate and debt refinancing)
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Fig. 4 Total Eurofinas lending, year on year growth rates

Fig. 3 New credit granted by product type, 2021
-0~ new credit -+ ocutstandings Ve e grantes

1L grants
25%

Vehicle finance (total)

for business use 5%

20% o 7%
15%

Industrial credit

10% o 0 o o 8 - for consumer use 20%
3 o 0 0-g e
. 0 © o8 € 449
, 0 0 © o o
0% O o o T Total consumer
2.1% billion credit
i 69%
-10%
o]
-15% 19% —
(o] 48%
-20% ; ' : Mortgage -
Jun Dec Jun Dec Jun Dec Jun Dec Jun Dec Jun Dec Jun Dec Jun Dec credit Consumer credit for
14 14 15 15 16 16 17 17 18 18 19 19 20 20 21 21 personal consumption

Source: B. of It., Eurofinas



FINTECH

Finance + ICT: payments, investments, asset management, insurtech, regtech, cybersecurity, crypto

Top reasons customers adopt banking services from non-traditional players 100%
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Total global investment activity (VC, PE and M&A) in fintech

2019-2022*
$300 7.321 8,000
$250 7,000
6,000
$200 5.000
$150 4,000
$100 2000
2,000
$50
$124.9 1,000
$0 0
2019 2020 2021 2022*
= Deal value ($B) ——Deal count
Global M&A activity in fintech
2019-2022*
$200 1,200
980
1,000
$150
800
$100 600
400
$50
200
$74.1 $105.1
$0 0

2019

2020
mmmm Deal value ($B)

2021

2022*
- Deal count

Source: Pulse of Fintech H222, Global Analysis of Investment in Fintech, KPMG International (data provided by PitchBook), *as of December 31, 2022,

FINTECH

Global venture activity in fintech
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FINTECH
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Intuit: personal finance, accounting /tax/finance software
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Robinhood: brokerage /investment banking

Block: payments and settlement
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Lemonade: insurance



MUTUALITY AND FINANCE

Not only insurance or mutual funds
Issue: limited supply for funding a large number of small operations
Different models:

 Originally: urban (Schulze-Delitzsch, Luzzatti) and rural (Raiffeisen, Wollemborg)
credit unions

* Today: cooperative banks, but also Islamic finance and microfinance

Recurring features: clients as main owners, undistributable profits, maximum share
ownership and headcount voting

Challenges: agency issues and governance, lower efficiency and smaller scale, conflict
of interest with politics (tax advantage) and simpler regulation

Not only credit: MGCI offer guarantees to access bank loans
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