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Waiting for second wave
by
ANDREJS
METERS

It was a great start for Monea. lts service was easy to understand and it quickly
gained media attention - start-up was founded in 2015 and a year later it was
marked as Latvia FinTech success story. But in the following years the news
about this company were rarely heard. The app is still functioning, however,
the company has been slow to upgrade it. It looked like Monea had the same
fate as other start-ups, but the silence may be misleading. The original concept
had transformed, approximately 2 million euro were attracted {rom different
sources and the [inal preparations are made to move on to the next development
stage, which may lead to service offers not only in Latvia, but also in Europe.

Keep going if plans stall
This situation is known for many: friends pay
together for meals, or there is a present for
the colleague, but the re are not enough cash
for mutu al payment. And it is exactly what
Monea offers - quick and easy money transfer
between individuals, by using the app. It took
not a long time until this app was accessible
for clients of 4 biggest banks in Latvia. At that
time, Revolut and N26 have just begun and
not so many people knew about them. Media's
attention was caught immediately. "It was
a really great start for Monea," says Mārtiņš
Kalniņs, Monea co-founders and CEO. "We
thought that it was such a big event, since we
were the first licensed instance of such type,
which provides the only alternative clearing
system. This fact was quite significant so
we had to highlight it, which helped us a lot
when developing the product. It was also
the right path for search of investors."
Kalniņš points out, that at that period this
product was more unique than it is now. The
start-up development depends upon new
investments and ability to keep momentum.
"We have slowed our pace a little and it has
also changed our communication strategy,"
concludes Kalniņš. At the same time, he
admits that they have overestimated the
absolute volume of potential target audience
in Latvia. Monea founders have thought
that they will quickly have more users and
it will help to extend outside Latvia.
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But nothing happened as planned. Yet
they gained understandingabout
what was
created and the financial industry begun
showing interest to the providing sides of
fast payments, as well as the advantages of
received licenses and the influence of new EU's
revised payment service directive (PSD2). Then
followed a process that lasted for about a year;
each newly introduced stage and product
needed to be coordinated with the regulator.
At the same time there were struggles with
investments, but it all ended successfully.

Invisible success
What is the new way? Business clients
- enterprises, which have big amounts
of incoming and outgoing payments.
Commonly they are service providers. "We
provide them both incoming and outgoing
payments," M. Kalniņš describes the new
product and notes that Monea can process
payments and information more precisely
for their clients therefore providing better
support level to already existing services.
At this phase small and medium-sized
enterprises are not the usual Monea clients,
because they need to invest in their
infrastructure to connect to the system
and process 10 payments per month. But
in the future collaboration may also be
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madewith smaller companies.
More than a year ago a contract was
concluded with the first company,
which offers online lending in
Latvia. The company was offered to
send money to different accounts
in different banks in Latvia using
APl (Application programming
interface) services as well as receive
the money .. Within a year the
contracts with several banks and
new clients were concluded.

"u we look at the figures, we see that
after the launch event, which was
outstanding, we have experienced our
hockey-stick growth. Ifwe compare
the situation as it is now to the
year before, I can say that we have
increased the amount of processed
transactions by fifty times," proudly
says Kalniņš. Currently Monea in
the transactions processes about 5
million EUR per month. Taking into
the account that the company still
processes small sums, the amount of
transactions is impressive. "We do
not transfer thousands of euro, the
transferred sums can be measured
in tens or hundreds of euro. We
stick with the micro-payments,"
underlines Monea co-founder.
Do your homework
Monea will not rest on the laurels,
because the development requires
additional functionality and
usefulness. To get there, additional
homework needs to be done. "We
have understood, that we need to
continue to improve fundamental
back-end and provide appropriate
licenses so we can offer what we want
also in the front-end," explains M.
Kalniņš. He says that now private
persons use Monea app few times
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per month. The aim is to make it
more useful, so that people would
use it once every two days, or even
every day. In order to ensure such
services, more licenses are required
as well as cooperation with payment
card issuers such as MasterCard
or Visa. By receiving the license,
company will be able to offer to the
business clients and private persons
chance to create the account.

expected to implement it in the second
quarter of next year. "It will be the next
step, which will allow us to expand the
offer for business clients; it will also be
new information for investors, since we
will be making further steps and enter
the global phase," summarizes Kalniņš.

It is planned to conclude a contract
with the Bank of Latvia about fast
payments. Monea sees it as an
advantage and not restriction. It
will be the first attempt to offer
services globally. Kalniņš points
out, that the Bank of Latvia is one of
the best examples in Europe, which
offers licensed institutions a chance
to connect to SEPA (Single Euro
Payments Area) system. "In Europe
such fast payments are not so popular
and established; the banks are not
as advanced as in Latvia. But slowly
the time will come and we want to
be there when the Western Europe
will be ready. As soon as we will have
license, which is expected in the
next few months, technologically we
will be able to fulfil SEPAtransfers,"
speaks Monea CEO about the future
plans. According to the plan, it is

Monea still thinks of itself as a startup, taking into the account the current
stage of development, as compared
with global players, particularly in
financial sector. "We see, that in
Europe investments are measured in
hundreds of millions of euro. If we
want to be at that level, we had chosen
a path with a concrete product and
we are not immediately seeking for
retail clients with big investments. It
is really expensive and in Latvia we
already had such experience ,"
explains Kalniņš. It is also pleasing
for investors, since all products are
with positive gross margin and no
one is being subsidized. Monea knows
where and how to earn unlike other
start-ups, which have great ideas, but
do not know, how to earn from them.
Investments will be needed, because
the company's ambitions are expanding

Fintech - it's marathon
not sprint
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outside Latvia. If it is possible to
have balance between attracting
new investments and technological
development, then the next
Monea services will be EU products.
Kalnins is convinced that currently
there is no reason to say that any of
the so-called neobanks in Europe
would have reached saturation, "If
we look at the biggest names, such as
Revolut and N26, then we can clearly
see that they have recently reached
their million user mark. Revolut has
already 2 million users, but it is still
not tens of millions, so in this case
Europe is still big". Monea thinks
that it is beneficial that they were
first big companies, because they
can show people that the financial
sector changes. "We were first in
Latvia therefore we know that it is
really expensive to be first in Latvia.
This leads to understanding that it is
even more expensive in Europe," says
Kalniņš. If we will be able to find our
field, it will also be easier to explain
the concept of Monea and ensure
people that it is a safe product.
In the future Monea plans not to be
exactly as Revolut and N26, but to
expand the offer for retail clients.
Enterprise founders have understood
that time has passed in FinTech
sector, when it was enough to make
plan for three years and implement it
with small corrections. "We see that in
three years market has fundamentally
changed. Currently PSD2 services
are on1y on paper and there still are
a 10t of banking protectionism. But
at some point, it will start to change.
We have our own ideas." There are
many banks in Europe, but there will
also be place for a number of different
Fintech solutions. Customers will
benefit from this because they will

have the opportunity to choose
the most convenient as well as
the option to use the bank in their
phone, rather than accepting the
offer of a particular institution.

Become more independent
"One of the most important things
is the ability to create a product
that can be used on the phone by
any European citizen from the
very first day. This was our main
shortcoming in the initial path,
which slowed down the development
slight1y," answers Kalniņš, when
questioned about the different ways
of developing by having opportunity
to start all from the beginning.
He thinks that market by market
approach works when there is ability
to conquer market fast. If not, then
transformation is quite difficu1t. "It is
not only in our case, the same applies
to all start-ups in all countries.
On the other hand, in Latvia it has
he1ped us quick1y reach the critica1
mass of retail clients and make sure
that we create a working product".
Another conclusion is the need to
become more independent from
banks. "We were before and still
are depending on cooperation with
banks as well as the advancement
and receptiveness of banking
infrastructures," says Kalniņš.
For example, there were separate
banks that did not have appropriate
APl solutions, so they cou1d not
connect and provide fast transfers.
Differences in banking systems
are a1so very 1arge. According to
Monea's representative, many
of Fintech looked to the PSD2
with hopes, but in life it was not
imp1emented as quick1y as they

wou1d have liked, so many companies
had to change their focus and try
to survive. "We have succeeded and
even managed to make the next
development step." The next stage
involves greater independence
from banks. By achieving it we
will provide better position for
negotiations. Dependence has been
an obstac1e, which prevented quick
and successful talks with banks.
Kalniņš repeatedly mentions PSD2 in
the conversation. Monea.sees this as
a bonus option, but not a foundation
on which to build its future,
because in reallife the standards
of the directive are not fulfilled as
described, there are many reefs.

Setting priorities
Now Monea has more than 18000
registered clients and it is planned
to increase this number in future.
But business clients are the priority.
"Generally speaking we are current1y
building our banking system from
zero. We will start with business
customers, then we will gradually
connect private persons," exp1ains
Kalniņš. The good news are that
a 1arge part of investors has seen .
panic attraction of users. Many
international start-ups have paid
an expensive price for the first
onboarding but have not been ab1e
to provide a further link. Monea has
mastered it at a comparatively lower
price right here in Latvia. Now they
can go to the investors, show the
data un say that they have different
strategy. "We are in a good position.
We work on big things and small
thing will come after." Ka1niņš agrees
that Monea is now waiting for its
second wave. And this wave is nearby.
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