
 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(OFF MIC CONVERSATION) 

Daniel Parra: Hi everyone. Thanks for joining Launch With GS 

today. We hope you, your families, and teams are all safe and 

healthy. I'm Daniel Parra, an Associate on the Launch With GS 

team at Goldman Sachs. You can learn more about Launch With GS, 

as well as find replays of our recent webcasts and other 

resources for entrepreneurs at www.gs.com/launchwithgs. 

Today, we're excited to dive in on all things fintech and 

payments in Europe. We'll reflect on the state of financial 

technology today and how the sector has evolved over the past 

decade, with a special focus on payments. We'll also discuss how 

COVID has accelerated the adoption of certain technology, 

especially in the payments space. And how sticky this adoption 

might be moving forward. To do that I'm thrilled to welcome 

Gautam Pillai, a Vice President in Goldman Sachs in our Global 

Investment Research division. We're excited to have him here to 

give us an overview of our latest thinking and what it means for 

founders and investors. Gautam, thanks for taking the time to 

join us. 

Gautam Pillai: Many thanks for the intro, Daniel. Very pleased 

to join the session. 

Daniel Parra: I'm going to ask you a series of questions on the 

past, present, and future of the fintech sector in Europe. We 

know that with your expertise, our listeners will walk away with 

some great new insights on the market. 

So, first, let's talk about the landscape of the financial 

sector and potential for fintech as an industry before the year 

2000. What was the state of regulations, central banking, and 

currencies? And how did this impact the development of new 

technologies? 

Gautam Pillai: Yeah. So, if you go 20 years back and perhaps 

look at day to day payments, it is predominantly done in cash. 

For other fintech functions like money transfer, remittances, FX 

[PH], et cetera, we were heavily dependent on banks and the 

associated costs were very high. What changed first was 

technology. There was an upgrade of the underlying 

infrastructure. It was obviously the smartphone era. And all of 

which led to widespread digitization. New players came to the 

market. And we started moving money faster. Regulations were 

always supportive of electronic money. And costs were lowered, 
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which helped the technology evolve faster. 

So, basically, we shifted from cash to debit/credit cards. And 

with introduction of technologies such as EMV chip made non-cash 

payments more secure, we started doing contactless payments, for 

example. Smartphone penetration grew, and tokenization [PH] 

technology enabled us to use payment methods like an Apple Pay 

or Samsung Pay. 

As comfort with digital payments increased, even consumer 

behavior has changed. And now you see the rise of buy now, pay 

later in payments. Basically, what I'm trying to say is that 

with every technological advancement in the last sort of 20 

years or so, payments grew more secure, with which consumer 

behavior changed accordingly. 

Daniel Parra: Very interesting. And do you feel like that 

changed as we moved into the Eurozone era? So, you know, we 

talked about what it might have looked like in the 2000s and as 

we transitioned into the smartphone era. But what about a decade 

ago? How did most consumers in Europe transact sort of day to 

day? 

Gautam Pillai: See, I mean, if you think about from a cash usage 

standpoint, Europe wasn't very different. It was quite a global 

phenomenon. And the technology changes which I kind of talked 

about, it was quite global in itself. And obviously, different 

countries are at different levels of, let's say, electronic 

money penetration. But you know, the wave was starting. And 

Europe was not far behind in embracing that as well. 

I'd say that Europe's ecosystem was far more complex, however, 

than let's say in the US given, you know, multiple currencies in 

the past. Multiple regulators. And basically, multiple kind of 

geographic, you know, kind of silos as well. 

Now, what has changed in Europe is that the regulator has been 

very supportive of kind of bring kind of payments together. And 

we probably will talk about this later on in this conversation. 

A bunch of regulations called, you know, kind of single European 

payment area was formed. And the regulator was trying-- two 

things the regulator was trying to do. One was to make the 

payments borderless. And two, reduce the cost of payments. 

Daniel Parra: Fantastic. I've previously read research where 

you've written about this wave of fintech IPOs that took place 

six or seven years ago. Is that sort of where we started to see 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

the change come in the payment space? What innovations that we 

see today can we trace back to that era? 

Gautam Pillai: Sure. See, perhaps I can start off with the 

payments market and what we learned from the IPOs over the last 

seven, eight years. We as a research team, look at payment 

vendors around the world in three buckets. The first bucket are 

the banks itself. More than 80 percent of payments in the world 

are processed by banks. These are massive systems, but primary 

running on legacy infrastructure like mainframes. So, there are 

limitations on scalability, the number of payment methods it can 

support, and so on. And we see these standalone bank systems as 

share losers in the long run. 

The second bucket of players are those vendors who at once were 

part of a bank but are now carved out and are independent paying 

companies. Hundreds of millions of dollars have been invested 

into these systems to modernize the platform and cut the cord 

from the legacy of the bank. 

The third bucket are new digital age companies which came into 

existence in the last ten to 15 years in the internet age, 

basically. They have no legacy infrastructure. They run on a 

fully digital Cloud native platform. And are extremely scalable. 

And this is the bucket of players we believe will be the shared 

gainers in the last scheme of things over time. 

So, the first wave of IPOs we saw were primarily from the second 

bucket which I mentioned. So, you know, kind of bank assets 

carved out and coming to the market. And now, more recently in 

the last sort of two years or so, we are seeing the digital aged 

players coming to market. In other areas of fintech also we are 

seeing tech-driven players. And we observe that investors value 

these scalable platforms a lot more. And when we think from a 

regulatory standpoint as well, these IPOs have probably driven 

the regulator to take a view at these kinds of assets and make 

democratized payments. 

So, what's happening, as I said before, you know, the cost of 

payments and cost of moving money is coming down. And people who 

might have never used a kind of electric payment method before 

are starting to use it. So, the key learning for us has been 

that technology wins in this market. If you're tech first, 

that's where we see kind of the market is going to. 

Daniel Parra: That's fascinating. And I think we've done a 

great job of sort of walking through the past 20 years in 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

fintech, which sets us up for the elephant in the room today, 

which you know, as we think about modern day, how do you think 

that the recent COVID pandemic has influenced the fintech market 

broadly? Who in this payment space, in particular, has benefited 

from changes in consumer behavior? And where are we seeing the 

most innovation driven by the pandemic? 

Gautam Pillai: Yeah. See, the COVID-19 crisis has dramatically 

changed the fintech and payments world, in my view. For example, 

retail moved online. If you were a retailer and if you did not 

have an online presence with a capability to accept online 

payments last year, your business would have suffered a lot. And 

looking at some stats, three to five years worth of online 

penetration growth took place in 2020. Even in mature markets 

such as the UK, cash usage declined by 40 percent in 2020. In 

underpenetrated markets such as Italy, mobile payments grew 80 

percent last year. 

Furthermore, we expect the rise of alternate payment methods to 

result in market expansion beyond traditional [UNINTEL], 

particularly in emerging markets. You know, such things would 

include QR code-based payments, digital wallets, and buy now/pay 

later solutions. 

Daniel Parra: So, Gautam, let's stay on e-wallets for a second. 

In a recent piece entitled "European Payments 2020: the Era of 

Consolidation" you covered a lot of the ways in which trends 

like e-wallets and contactless payments really took off during 

the pandemic and accelerated the development of new payment 

technologies. Do you think that these technologies are here to 

stay? Or are they more of a fad and we'll see a reversion back 

to cash and physical payments after COVID? 

Gautam Pillai: Yeah, I mean the simple answer to that is we 

strongly believe that these changes and these new payment 

methods are here to stay. And I want to support this statement 

with an anecdote from Greece. Back in 2015 when there was a 

crisis in the Greek banking systems, limits were incorporated on 

ATM withdraws. So, there was a squeeze on cash in the whole 

country. This forced many people to use cards, electronic cards, 

credit and debit, for the first time in their life. 

And the interesting bit is that three months through that 

crisis, electric payment volumes tripled. But the interesting 

fact is that it never fell, after even when the crisis was over. 

It stayed at that same level. 



 

 

 

 

 

 

 

 

  

 

 

 

 

 

So, the point I'm trying to make is that what people want, what 

you and I want, is hassle-free, painless payments. And if you 

think about ride share companies, we don't see the payment by 

using a ride share, ride sharing company. And that's what, you 

know, kind of retailers and e-commerce companies around the 

world also want to get to. You want to make the payment from the 

consumer as hassle-free as possible. 

So, from that standpoint, all the e-wallets and contactless, all 

of those payment methods are trying to ease the way of payment 

from a consumer standpoint. And as such, I believe that this is 

just the start. I strongly believe there are new payment methods 

coming, which could be kind of iterations of the existing 

methods. And all of that we believe will kind of stay here for 

many years to come. 

Daniel Parra: Fantastic. No, I'm certainly a big fan of the 

recent innovations we've seen in payments. I think it makes 

everyone's life a lot easier. But, you know, sticking on this 

theme of things that make fintech stickier, things that make 

fintech more attractive, you've written how some of the 

regulations in Europe have driven the region to forge more 

fintech services. Can you expand on what some of these 

regulations have been and how they've affected the market? 

Gautam Pillai: Sure thing. 

So, the initial wave of regulations we see which came out in 

Europe was to curtail or limit interchange fees. And that 

basically democratized payments. More and more kind of small 

retailers started accepting payment. 

There were also regulations in Europe, very famously known as 

PSD2, payment services directive, which drove improved consumer 

protection, enhanced security, and boosted competition and 

innovation in the payments market. More recently, the European 

banking industry announced the European Payments Initiative, 

EPI, in 2020. EPI seeks to replace national card schemes. Now, 

national card schemes are very interesting because it's not Visa 

and MasterCard alone in Europe. Europe was a very complex region 

in terms of payment infrastructure. And they have a lot of these 

siloed national card schemes, similar to a Visa and MasterCard. 

So, the EPA, what they want to do is to replace those national 

card schemes with a unified card and digital wallet that can be 

used across Europe. If successful, the initiative will create a 



 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

pan European network operated by banks leveraging the existing 

European infrastructure to process transactions in a real time 

fashion directly between bank accounts. 

And again, we are in very early stage in this, in the EPI 

infrastructure building. But, you know, we strongly believe that 

that's a very strong alternative, again, a new method of payment 

which could kind of evolve over the next few years. 

Daniel Parra: Fantastic. And, I think it wouldn't be a great 

conversation if we didn't end with an eye towards the future of 

the market. So, as we near the end of this session, , let's 

think about that future. A speaker at our inaugural Digital 

Economy Conference told us that regulators could develop fintech 

ecosystems by improving access to capital, upscaling workers, 

and much more. What do you see as other actions that regulators 

could take to grow the fintech ecosystem moving forward? 

Gautam Pillai: See, I mean, to improve the fintech ecosystem, 

many different actions can be undertaken. Firstly, you know, 

providing financial incentives, such as tax leave [PH] for R & D 

tax credit to companies, the startups. Secondly, introducing 

fast track visa schemes to ensure access to global talent. If I 

ponder on this point a bit more, this is not just a problem with 

fintech or payments, just in this world of digitization, finding 

the right talent has been extremely challenging for companies, 

for corporates. So, providing, you know, startups or early 

companies with that access to get global talent would be a very 

strong kind of way to enhance the market and the ecosystem. 

And thirdly, it's also improving the listing environment, 

meaning the IPO environment through free flow production and 

[UNINTEL] share offerings. We're actually seeing that happen 

more and more, especially in the UK. 

And finally, from a tech standpoint, introducing digital 

sandboxes or safe spaces for incumbents and new fintech players 

to kind of collaborate and innovate would be a nice avenue where 

innovation can be helped and, you know, sustainable companies 

can be built. 

Daniel Parra: Yeah, I certainly hope that we see some of those 

positive developments moving forward. And I guess we'll end on a 

fun note which is which emerging technologies in this space 

excite you the most? What wakes you up in the morning and says, 

"I hope that that's the future?" 



 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

Gautam Pillai: A very good question, Daniel. So, post pandemic 

what we are seeing is a blurring between channels. So, the 

physical channel and the online channel. You may buy something 

online but return it in store. And ensuring consistency of 

customer experience across online and offline channels is key. 

This is why omnicommerce or omnichannel payment is a major 

emerging trend. And I think that the next sort of three years, 

that will be the future of global payments. Omnichannel will be. 

We're also interested in voice payments. For example, using 

Alexa to order and authorize payments, which would further 

reduce friction in the payments process. Last and not the least, 

we are also interested in blockchain technology and what it 

means for payments ranging from central bank digital currencies 

to, a lot of the unique kind of coins or digital currencies 

available in the world. Now, we might not see the emergence of 

those things coming mainstream in the near term, the immediate 

near term. But down the line, these are interesting technology 

platforms or infrastructure on which new payment methods can be 

built. 

Daniel Parra: . Well, Gautam, it has been an absolute pleasure 

to have you with us. And we look forward to reading more of your 

research and insights moving forward. Thanks for joining the 

Launch With GS community today. 

Gautam Pillai: Many thanks for having me. 

Daniel Parra: And to our audience, we hope you learned 

something new today and will join us for future sessions like 

this one. For more information and to join the Launch With GS 

ecosystem and mailing list, please go to 

www.gs.com/launchwithgs. 
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