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Funding fintech for impact: How can funders support the innovations 
that matter for financial inclusion? 
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The funding climate contains massive risks and an uncertain outlook 

“If your plan is to raise 
money in the next 6-12 
months, you might be 
raising at the peak of the 
downturn. Remember that 
your chances of success 
are extremely low even if 
your company is doing well. 
We recommend you change 
your plan,” Y combinator 
said in the letter, titled 
“Economic Downturn.”

• The inflation outlook has shifted dramatically in the wake 
of the pandemic, war in Ukraine and climate change.

• An end to the bull-run and easy money. Expect:
• Slow down in capital deployment
• Low valuations of companies, lower deal sizes and 

fewer deals 

• Disproportionate impact on companies in emerging 
markets, models that take time to show revenue. 

• Price spikes for producers and consumers, so massive 
impact on fintech customers, especially the excluded. 
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• Between 2008-2019, development funders have 
provided over USD1.75 billion in support to 
fintechs. 

• Massive growth in funding , driven largely by 
DFIs.

• Most funds go directly or indirectly through funds 
to fintechs, and very little funding allocated to 
enable market actors and market conditions. 
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Pre-pandemic times were characterized by steady increase in 
development funding into fintech

Sources: https://www.cgap.org/sites/default/files/publications/slidedeck/2021_05_SlideDeck_Development_Funders_and_Inclusive_Fintechs.pdf
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• It is unclear whether funding reaches the full
spectrum of fintechs with potential to impact
low-income communities.

• Funding is concentrated on proven business
models.

• Instruments to support models that 1) target
hard-to-reach segments or 2) take longer to
prove are missing.

• Funding concentrated in markets with
suitable financial and digital infrastructure.
Risk of digital divide between markets.

• Limited evidence on how development
funding complements commercial funding.
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Even pre-pandemic, there was a clear need to better tie funding with 
impact and diversify models 

Sources: https://www.cgap.org/sites/default/files/publications/slidedeck/2021_05_SlideDeck_Development_Funders_and_Inclusive_Fintechs.pdf
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• The risks are here to stay and will continue to manifest in 
tightening, scarcity of funds. 

• Alongside the macro-risks, digitization of the informal 
economy has continued. So, 

• More opportunity for embedded finance, newer fintech 
models 

• New data trails on informal work and micro-businesses 

• However legacy regulations and lack of digital 
infrastructure can undermine potential. 

• Therefore, funder coordination will be imperative maximize 
fintechs’ impact and scale. 
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Next phase of fintech presents intensification of opportunity and 
risks 
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