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Pandemic gives French fintechs the
chance to prove their worth
State investment bank BPI used start-ups to distribute emergency loans
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French fintechs have had a relatively good crisis. The Covid-19 pandemic,
which ripped through much of the country’s economy, has not slowed down
funding for financial start-ups.
In the first half of the year, French fintechs raised €492m, compared to €686m in
the whole of 2019, while the average amount raised went from €8m to €14m,
according to data from state investment bank BPI.
In fact, many of France’s fintechs helped the government funnel cash to other
sectors as it tried to offset the impact of the lockdown.
The French state, like many in Europe, threw resources at the economic
response to the pandemic, using furlough schemes, direct payments and deferred
tax to support businesses.

The government also used loan guarantees to get billions of euros to businesses
which needed liquidity to keep the lights on.
The vast majority was given through commercial banks with a guarantee from
the central government, but another €800m was given by BPI and guaranteed by
regional authorities. These seven-year loans ranged from €10,000 - €300,000.
To get that cash out the door quickly, “we worked with about 20 specific
fintechs on the platform for these loans,” said Arnaud Caudoux, a deputy chief
executive of BPI and head of digital transformation. Almost €250m of the
€800m was given using that online process.
In order to get the lending platform up and running, each of the 20 fintechs
brought different skills to the table — from know-your-customer regulations, to
data processing, face recognition and customer sign-ups.
BPI, which is itself a big investor in French tech, leaned on the fintechs to fill in
holes in its own capabilities. “There are things that others can do better than us,”
said Mr Caudoux. “We partnered with Younited [which signed up customers
and managed parts of the loans] because it was the quickest way to get this done.
We could avoid having to reinvent a back office that would have taken too long
to get up and running.”
By using the fintechs, we could “test a number of ways of doing stuff . . . and the
technologies allowed us to find bits of what we needed here and there. And
anyway, that’s the whole point of a fintech ecosystem, it’s that there are a large
number of small companies who provide very particular services,” he added.
France has been trying to build up its fintech sector, rolling out the carpet for
start-ups and attempting to establish Paris as a European hub to rival London.
So far, according to FT sister site Sifted, Paris is home to 1,200 fintechs while
London has three times as many. However, officials in Paris are confident that
France can keep on pulling in investment and talent, in part because Brexit
makes London less attractive.
While Covid-19 was a “real accelerator” for many fintechs in France, said Mr
Caudoux, it’s “too early” to know if it had changed anything permanently.

