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Fintech startups with a unique approach risk measurement

OKI, Kentaro
Analyst, Foreign Market & Policy Group, KDDI Research Institute

In financial businesses, such as lending and insurance, one of the most important
things in generating pricing is how to estimate the customers’ financial risk. "Fintech”
startups have opened up a new sector in the finance industry by creating risk analysis
in an original way that differs markedly from traditional finance companies. This report
focuses on such startup businesses and the new marketing opportunities they are
creating.

Affirm, an alternative lending startup has a unique method to measure customers’
financial risk, and offers loans via their on e-commerce services. Affirm's primary
customers are students and immigrants who don’t have a credit card because of lack
of credit history. Vouch, another lending company estimates a consumers’ risk, by also
taking their social reputation into account. SoFi, a student loan startup, reduces dead
loan risk by matching alumnus as lenders with borrowers from the same university.
Cabbage, is a business loans provider that checks the stability of client’s business from
a variety of aspects.

In the insurance industry, a “pay as you behave” model is emerging, in which prices
are variable depending on customer’s behavior. Oscar, a health insurance startup
provides customer with a cash back service if the client takes walks and achieve their
personalized step goals on a daily basis. In the same way, Beam Technologies, the
dental insurance startup gives customer a discount rate, if they brush their teeth
correctly.

New risk judgment leads to new sales opportunities. Affirm, as an E-commerce
company, has experienced an increase in their conversion rate by more than 20%. The
“pay as you behave” model could also give rise to new marketing chance. Instead of a
discount in their insurance fee, a frequent walker could have the opportunity to
purchase new walking shoes at special price in an affiliated store. Customers with
lower risk could also get variety of rewards in a similar way.

Affirm, SoFi, Vouch, Kabbage, On Deck, Progressive, Oscar, Beam, Alfa-Bank

Fintech, Startup, Finance, Lending, Loan, Insurance, Saving, Affirm, SoFi, Vouch,
Kabbage, On Deck, Progressive, Oscar, Beam, Alfa-Bank
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https://www.beam.dental/
http://www.ada.org/en/science-research/health-policy-institute/dental-statistics/dental-benefits-and-medicaid
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