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Fintech. 

This guide provides corporate counsel and international practitioners with a 
comprehensive worldwide legal analysis of the laws and regulations of fintech. 

It is divided into two main sections: 
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Chapter 2

Stanford Law School Jonathan Cardenas 

Cross-Border Financing of Fintech:  
A Comparison of Venture and Growth 
Fintech Financing Trends in Europe 
and the United States 

Cross-border financing of early-stage technology companies is 
increasingly recognised as a driver of innovation and national 
industrial competitiveness.i  In the financial technology (“Fintech”) 
sector alone, cross-border flows of venture and growth stage 
investment have skyrocketed to unprecedented levels in recent years, 
contributing to a proliferation of innovative Fintech start-ups on both 
sides of the Atlantic.  This chapter will provide an overview of recent 
trends and challenges in venture and growth-stage financing of Fintech 
start-ups in Europe and the United States (“U.S.”), highlighting the 
importance of these investments for the transatlantic economy.ii  

 

I. Global Fintech Investment in Context 
  

Overall global investment in the Fintech sector amounted to $55.3B 
in 2018, spread over a total of 3,251 deals globally, more than 
doubling the $26.7B invested in 2017.iii  Of this total, venture 
capital-backed Fintech start-ups raised more than $39B across 1,707 
deals, including 52 “mega” rounds each exceeding $100M.iv  Within 
this funding landscape emerged 16 Fintech unicorns (those valued at 
over $1B) in 2018,v including Circle ($3B),vi UiPath ($3B),vii  
DevotedHealth ($1.8B),viii Brex ($1.1B),ix Dataminr ($1.2–1.6B),x  
Tradeshift ($1B)xi and Root ($1B)xii in the U.S., together with 
Revolut ($1.7B)xiii and Monzo ($1.27B)xiv in the United Kingdom 
(“UK”), among others located elsewhere.xv  

Although the U.S. was home to the highest number of Fintech 
investment transactions in 2018 with over 1,100 deals executed, 
China accounted for 46% of all Fintech investment volume.xvi  The 
largest Fintech financing transaction in 2018 was that of Hangzhou-
based Ant Financial Services Group, which raised a record-breaking 
$14B in a financing round co-led by the Singaporean Government’s 
GIC Private Limited and Temasek Holdings.xvii  In the U.S., the total 
value of Fintech deals increased by 46% in 2018 to $16.6B, with 
LendingPoint’s $600M credit facility financing standing as the 
largest U.S. Fintech transaction of the year.xviii  The total value of 
Fintech deals also increased in the UK by 50% in 2018 to $3.9B,xix  
with the largest transactions including Prodigy Finance’s $1B 
financing round,xx Revolut’s $250M round,xxi Atom Bank’s $200M 
roundxxii and Monzo’s $100M round.xxiii  In contrast to other regions 
of the world, however, the total volume of Fintech financing in 
Europe declined in 2018, yielding a total of approximately $3.5B.xxiv   

A. Corporate Venture Capital Investment in Fintech 

Corporate venture capital investment in Fintech also increased 
significantly in 2018, with corporate venture capital investors 
participating in 33% of all Fintech deals globally, amounting to a five-

year high.xxv  The leading Fintech corporate venture capital investors 
in 2018 were American Express Ventures, CapitalG (Alphabet’s 
growth equity investment fund), Citi Ventures, Goldman Sachs 
Principal Strategic Investments, Google Ventures, ING Ventures, 
Munich RE Ventures and Santander InnoVentures.xxvi   Among the 
most significant Fintech corporate venture capital transactions in 
2018 were ABN AMRO Digital Impact Fund’s investment in 
solarisBank,xxvii BBVA’s investment in Atom Bank,xxviii CapitalG’s 
investment in Robinhoodxxix  and Morgan Stanley Tactical Value 
Fund’s investment in Dataminr.xxx  

In addition to direct corporate venture capital investment in Fintech 
start-ups, 2018 also saw a growing number of indirect investments 
by way of incubator and accelerator programmes housed within 
banks, commonly referred to as “Fintech innovation labs”.xxxi  

Examples include the Barclays Accelerator, BBVA Innovation Labs, 
Citi Innovation Labs and Innovation at Rabobank.xxxii  Corporate 
venture capital investment in European and U.S. Fintech start-ups is 
projected to continue to grow in 2019.xxxiii   

 

II. Early-Stage Venture Financing 
Challenges in Europe 

 

In contrast to the U.S., which has historically been regarded as the 
strongest market worldwide for the provision of venture capital to 
early-stage technology companies,xxxiv Europe is widely regarded as a 
region that faces major obstacles in early-stage venture funding.xxxv   
The German Private Equity and Venture Capital Association (the 
Bundesverband Deutscher Kapitalbeteiligungsgesellschaften or 
“BVK”), for example, has recognised that early-stage German 
technology start-ups face barriers in obtaining domestic venture capital 
funding due, in part, to the relatively low number of large venture 
capital funds in Germany combined with a lack of interest from 
institutional investors in the small German venture capital funds that 
currently exist.xxxvi  In addition, the German venture capital ecosystem 
is constrained by an overall culture of financial risk aversion that 
produces an inclination towards debt financing rather than equity 
financing.xxxvii  Similar views have been expressed with respect to the 
venture capital environment in the European Union (“EU”) as a whole 
by the European Commission and Invest Europe (formerly known as 
the European Private Equity & Venture Capital Association).xxxviii   

European venture financing constraints, which are present across all 
industries, directly impact Fintech start-ups and are one reason for 
the relative decline in total volumes of Fintech financing in Europe 
in 2018.  As described in further detail below, various public sector 
initiatives have been implemented in Europe to stimulate pan-
European venture capital investment in early-stage European 
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technology start-ups.  Each of these initiatives is likely to increase 

the amount of capital that is available to early-stage European 

Fintech start-ups in the future.  

A. Public-Private Partnership Model in German Venture 

Capital  

The combination of a risk-averse financial culture in Germanyxxxix 

with an overall shortage of large-scale venture capital funds has led 

to the implementation of the public-private partnership model – 

traditionally deployed in the financing of public infrastructure 

projects – in the venture capital sphere.  The Bonn-based High-Tech 

Gründerfonds (“HTGF”), for example, which is Germany’s largest 

seed investor,xl is structured as a public-private partnership venture 

capital firm.  HTGF’s investor base includes major public sector 

institutions, such as the German Federal Ministry for Economic 

Affairs and Energy, the German state-owned development bank 

Kreditanstalt für Wiederaufbau (“KfW”), and the Fraunhofer 

Society for the Advancement of Applied Research (“Fraunhofer-

Gesellschaft”), as well as private sector actors, such as BASF, 

Deutsche Post DHL and Robert Bosch, among others.xli  HTGF has 

invested approximately €892M in more than 500 seed-stage 

German technology start-ups,xlii and is considered a significant 

player in the German Fintech sector.  Recent HTGF seed financings 

in Fintech include Berlin-based insurtech start-up remind.me in 

May 2018,xliii North Rhine-Westphalia-based digital debt collection 

start-up troy in September 2018,xliv Frankfurt-based crypto asset 

management firm Iconiq Holding in January 2019,xlv and Frankfurt-

based blockchain services provider Agora Innovation in February 

2019.xlvi  While the public-private partnership model has proven to 

be successful in the German context, the level of funding that it has 

provided is simply not enough to enable German and European 

start-ups to compete on a global scale.   

B. EU Venture Capital Fund-of-Funds Programme 

In an effort to “bridge the gap” that exists between small European 

venture capital funds and large institutional investors,xlvii the 

European Commission and the European Investment Fund (“EIF”) 

launched a pan-European venture capital fund-of-funds programme 

known as VentureEU in April 2018.xlviii  Developed under the 

auspices of the European Commission’s Capital Markets Union 

Action Plan, VentureEU is expected to stimulate €6.5B of investment 

in “start-up and scale-up” companies across the EU by way of six 

fund-of-funds that will invest public and private sector capital in 

small venture capital funds, each of which is required to focus on 

investment projects in at least four European jurisdictions.xlix  

Funding into each of the six VentureEU fund-of-funds consists of an 

initial “cornerstone” investment of up to €410M from EU 

institutions, including the European Investment Fund, the Horizon 

2020 InnovFin Equity initiative, COSME (the EU programme for the 

Competitiveness of Enterprises and SMEs), and the European Fund 

for Strategic Investments, with the remainder provided by private 

investors in matching amounts.l  

The VentureEU programme has sparked the creation of similar 

initiatives at the EU Member State level.  In March 2019, for 

example, the EIF and Axis, the wholly-owned venture capital arm of 

Spanish credit institution Instituto de Crédito Oficial, jointly 

launched a €40M angel investment fund geared toward Spanish 

early-stage technology start-ups.li  The fund, which forms part of 

EIF’s European Angels Fund initiative,lii will provide funding to 

angel investors who invest in the Spanish market.  In addition, the 

EIF and Germany’s Fraunhofer-Gesellschaft established a joint 

technology transfer fund in February 2019 under the auspices of the 

European Commission’s EU Finance for Innovators (“InnovFin”) 

programme.liii  This €60M Fraunhofer Tech Transfer Fund will help 

to commercialise intellectual property generated by researchers at 

the Fraunhofer-Gesellschaft’s 72 research institutes, with the intent 

of catalysing spin-offs that will transfer technology “from the 

laboratory to the economy”.liv  The launch of these initiatives is 

projected to stimulate deeper investment in early-stage technology 

start-ups across Europe and is likely to provide further impetus for 

venture capital investment in the European Fintech sector.   

 

III. Growth Equity Investment in Fintech 
 

In addition to venture capital financing barriers that exist at the 

nascent stage of development, European technology start-ups 

wrestle with financing obstacles at the growth stage, which is 

commonly referred to as the “turning point” for market entry.lv  As 

the below graph illustrates, Europe trailed behind Asia and the U.S. 

in 2018 with respect to levels of venture capital invested in both 

expansion and later-stage start-ups:lvi    

 

Average venture capital investment per company by phase in the 
startup lifecycle in Q2 2018 [EUR m] 

Stanford Law School Cross-Border Financing of Fintech
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In recent years, however, an increasing amount of capital has been 

invested in growth-stage start-ups through growth private equity 

(“growth equity”) investment vehicles, which attract limited 

partners that seek exposure to technology start-ups with potentially 

lower risk profiles than those at earlier stages of development.lvii  In 

2018, overall growth equity investment reached record levels, with 

$66.1B invested across 1,057 deals in the U.S. alone.lviii  2018 also 

saw the largest ever growth equity fundraise with the close of New 

York-based Insight Venture Partners’ $6.3B technology-focused 

growth equity fund.lix  This trend may help to fill at least some of 

Europe’s growth-stage funding gap.   

A. Defining Growth Equity 

Growth equity (also known as “growth capital” or “expansion 

capital”) is often referred to as the intersection between venture 

capital and leveraged buyouts.lx  To date, there is no universally 

accepted definition of growth equity due, in part, to its similarity to 

other forms of alternative investment.  The U.S. National Venture 

Capital Association (“NVCA”) and its Growth Equity Group have 

described growth equity as a “critical component” of the venture 

capital industry, and have defined growth equity investments as those 

that exhibit some, if not all, of the following characteristics: investors 

Source: German Private Equity and Venture Capital Association (BVK), Roland 
Berger, Internet Economy Foundation, CB Insights and PwC.  Figures have been 
rounded. 
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typically acquire a non-controlling minority interest in the company; 

investments are often unlevered or use only light leverage; the 

company is founder-owned and/or founder-managed with a proven 

business model, positive cash flows and rapidly growing revenues; 

and invested capital is geared towards company expansion and/or 

shareholder liquidity, with additional financing rounds typically not 

expected until the growth equity investor’s exit.lxi  The European Bank 

for Reconstruction and Development has defined growth equity in a 

similar way, but has specifically included mezzanine financing within 

its definition as a result of private equity investment patterns in the 

emerging Europe and Central Asia regions, which typically consist of 

combinations of venture, growth and buyout strategies.lxii   

Growth equity investors include, but are not limited to, traditional 

private equity and venture capital firms that offer growth equity as 

one of several strategies, specialist growth equity firms, strategic 

corporate investors, and non-traditional institutional investors, such 

as pension funds and single family offices, which historically have 

not invested in emerging companies.  In 2018, the 10 most active 

growth equity investors were Business Growth Fund, Bpifrance, 

Foresight Group, Warburg Pincus, Kohlberg Kravis Roberts, The 

Blackstone Group, CM-CIC Investissement, Caisse de dépôt et 

placement du Québec, TPG Capital and General Atlantic.lxiii  Of the 

24 most active growth equity investors in 2018, the majority were 

concentrated in the U.S., France and the UK, respectively.lxiv   

From the company perspective, growth equity investment, in its 

varying shapes and sizes, fuels later-stage expansion into new 

product and/or geographic markets, often in preparation for a future 

merger, acquisition or initial public offering.  In contrast to multi-

investor early-stage venture financing rounds, growth equity 

investment may provide the company with the benefit of a higher-

stake single investor who can provide strategic business and 

operational guidance that can translate into greater market share and 

profitability.  This benefit, however, can become a double-edged 

sword for founders as a result of the growth equity investor’s 

potentially more significant influence over management decisions.    

B. Fintech as a Growth Equity Investment Target 

From the investor perspective, technology start-ups are considered 

attractive growth equity investment targets as a result of their 

perceived revenue stability and high growth potential.lxv  Software 

start-ups in the Fintech sector, in particular, attract strong interest 

from growth equity investors.lxvi  Pitchbook-NVCA Venture Monitor 

data in the below graph evidences this trend.lxvii   

In the UK alone, growth equity investment in the Fintech sector rose 

by 57% in 2018 to $1.6B.lxviii  Among the largest UK growth equity 

investments in Fintech in 2018 were General Atlantic’s $250M 

investment in lending start-up Greensill Capitallxix and BBVA’s 

£85.4M investment in mobile-banking platform Atom Bank.lxx   

The number of growth equity funds that have been formed in Europe 

has also grown in recent years,lxxi and includes Atlantic Labs’ Growth I 

Fund, Citizen Capital II Fund, Digital+ Partners Digital Growth Fund 

I and Verdane Capital’s ETF III Fund.lxxii  Recent examples of 

European growth equity investments in Fintech include Bridgepoint 

Capital’s lead investment in Kyriba,lxxiii and Vitruvian Partners’ lead 

investments in Deposit Solutionslxxiv and smava.lxxv  In the U.S., recent 

examples of growth equity investments in Fintech include DST 

Global’s lead investment in Chime Bank,lxxvi Edison Partners’ lead 

investment in YieldStreet,lxxvii Great Hill Partners’ lead investment in 

Mineral Treelxxviii and Goldman Sachs Principal Strategic Investments’ 

lead investment in Nav Technologies.lxxix   

With injections of growth equity, Fintech start-ups can deepen their 

domestic market share, as well as their international reach.  Growth 

equity investment in UK Fintech start-ups, in particular, has fuelled 

their ambitions to expand into the U.S. market.  One such example 

is UK-based small and medium-sized enterprise lending platform 

Oak North, which plans to launch in the U.S. in 2019 following a 

$440M growth equity investment from Softbank Vision Fund and 

the Clermont Group.lxxx    

Growth equity is projected to continue its upward trend as an 

investment strategy of choice for later-stage investors in the Fintech 

sector.  With higher levels of growth equity invested in promising 

Fintech start-ups on both sides of the Atlantic, the transatlantic 

investment relationship in the Fintech sector is likely to deepen and 

the strength of the European and U.S. Fintech ecosystems is likely 

to augment.   

 

IV. Conclusion  
 

With record-breaking levels of Fintech investment in 2018, the 

European and U.S. Fintech ecosystems continue to grow at remarkable 

speeds.  Notwithstanding the early- and growth-stage financing 

obstacles that currently limit the scale of the European Fintech 

financing market, cross-border Fintech investment between the EU 

and U.S. continues to drive innovation and stimulate economic growth 

on both sides of the Atlantic.  With a rapidly evolving transatlantic 

Fintech market, cross-border Fintech M&A and IPO activity is likely 

on the way.  Attorneys on both sides of the Atlantic should therefore 

pay close attention to developments in this space.  
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