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• INVESTMENT BANKS, BROKERS, DEALERS

• PRIVATE EQUITY AND VENTURE CAPITAL

• WHY OTHERS AND WHAT DO THEY DO?

• A GLANCE AT FINTECH AND MUTUALITY
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INVESTMENT BANKS

• Merchant bankers in the Middle Ages

• XIX century: fundraising in Europe through stocks for infrastructures in the US (railways, 
steel, …)

• 1929-1999: Glass-Steagall Act → separation from commercial banks (in Italy, f.i. banking 
laws in 1920s-30s required specialization, up to 1993’s new EU-driven law)

• GFC: 

• bailouts and defaults: conflicts of interests and excessive risk-taking

• «end» of pure investment banks in the US: M&A and extension of more stable retail 
commercial banking and increasing weight of EU-based investment/universal banks

• Fundraising services (and trading) for fee-based income (and capital gains):

• Advice, design, underwriting, servicing, private placement on financial instruments 
(debt, equity, syndicate loans), including due diligence and consulting on 
M&A/buyouts/IPOs/…

• Trading, merchant banking, asset management, brokering for HNWI

• Market research
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INVESTMENT BANKS

Source: DEALOGIC.COM
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BROKERS & DEALERS

Brokers:

• Servicing investors by matching buyers and sellers: fee-based income

• Orders (market orders, limit orders)

• Also stop-loss and short-selling strategies

• Eventually, margin credit and accounts with settlement services

• Also market research and continuous advice (full-service) 

Dealers (and market makers):

• own inventory of securities

• add liquidity to assets (f.i. small volumes, new, less known, …)

• continuously offer bid/ask opportunities for investors

• compensated by bid-ask spreads (and fees for market makers)

Source: money.usnews.com (24.02.25)
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PE & VC

Many similarities, except for the targeted investment:

- Limited partneships of HNWI buying equity: long term, high risk/return

- Expertise, networking, monitoring

- Exit through IPOs and M&As

• Venture capital:

▪ Supply funds to start-ups with growth potential but limited access 

to traditional markets

▪ Usually specialized: (seed, early/later-stage) and segment (f.i. biotech, IT, …)

• Private equity / buyout:

▪ buy troubled public companies to delist them (“private”)

▪ regulatory burden relieved, new management, return to profitability

▪ more capital absorbed, but more collateral available



EXAMPLES: IPOs

Source: IPO Statistics, Ritter, U. of Florida
(MLOTT: difference between day 1 close and offered price, times n. stocks offered)



EXAMPLES: IPOs

Source: IPO Statistics, Ritter, U. of Florida
(MLOTT: difference between day 1 close and offered price, times n. stocks offered)



EXAMPLES: IPOs



EXAMPLES: PE/VC



EXAMPLES: PE/VC (investments)



EXAMPLES: PE/VC (investments)



EXAMPLES: PE/VC (investments)



EXAMPLES: PE/VC (exit)
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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
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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)

Source: International Factoring Association
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LEASING

• on real estate, equipment, ships, 

aircrafts, cars, …: using an asset without

ownership, with or without the right to 

redeem at maturity

• operational (from constructor/maker) or 

financial (from financial intermediaries)

• substantially, borrowing (payment of 

principal and interest), formally renting

• offering additional accounting, 
administration and tax advantages

• (sale and) lease-back
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LEASING



18

CONSUMER CREDIT

• purpose: current personal consumption (usually with low size limits to qualify, other than real estate and debt refinancing)

• protection of retail borrowers strong in most countries (transparency, contracts, …)

• many technical forms with huge cross-country variation (from direct debit to salary to revolving credit cards, …)

• may require personal or insurance guarantees

Source: Eurofinas
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CONSUMER CREDIT

Source: Eurofinas
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FINTECH

Finance + ICT: payments, wealthtech, insurtech, regtech, cybersecurity, DLT/crypto, greentech

Source: Capgemini, Statista, KPMG
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FINTECH

Intuit: personal finance, accounting/tax/finance software

Block: payments and settlement
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FINTECH

Robinhood: brokerage/investment banking

Lemonade: insurance
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MUTUALITY AND FINANCE

• Issue: limited supply for funding a large number of small operations (transaction costs)

• 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 

• headcount voting

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

• Not only credit: MGCI offer guarantees to access bank loans
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