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Executive Summary
Fintech is booming. Global investment in ﬁntech at the end of 2015
stood at just over $19 billion, an increase of nearly 700% from 20111.
Machine learning drives ﬁntech. In lending, security, payment systems,
insurance, compliance, and other ﬁntech sectors, innovative analytics are
essential to success. To compete with big banks and insurers, successful
ﬁntech entrepreneurs build cutting-edge machine learning into the
products and services they oﬀer.
However, ﬁntech companies seeking to build on machine learning face
three key hurdles. The ﬁrst of these is the data science talent shortage.
Secondly, long project timelines make it diﬃcult to satisfy clients and book
revenue. Finally, provisioning machine learning platforms is a headache.
This is especially true for entrepreneurial ﬁrms that don’t have huge IT
departments, like big banks and insurers do.
In this paper, we will discuss how automated machine learning solves these
three problems. An automated machine learning platform, with embedded
artiﬁcial intelligence, helps ﬁntech ﬁrms get the most out of hard-to-ﬁnd
data scientists. Automated machine learning empowers business domain
experts, improves productivity, delivers cutting-edge analytics, and
simpliﬁes provisioning.
Finally, we will introduce the reader to DataRobot, the leading provider of
automated machine learning. DataRobot is the only vendor that oﬀers a
fully automated platform for machine learning.
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Machine Learning Drives Fintech
In the major ﬁntech segments, such as lending, security, payment
systems, and compliance, machine learning drives disruptive
innovation. Let’s look at some examples.

Lending

Security

To compete with ﬁnancial services giants, lenders must stay one step ahead
in the business of screening customers for credit risk.

Criminals rob banks because that's where the money is. The ﬁnancial services
industry has always attracted bad actors, but technology gives hackers new
tools. In turn, that means opportunity for a new breed of startups who
leverage machine learning to lock down assets.

Kabbage, which specializes in lending to small businesses, uses machine
learning to measure the health of each applicant's business, using a
combination of data provided by the customer and data from partners,
including Etsy, Stripe, and UPS.
Funding Circle, Lending Club, and Prosper operate marketplaces that
connect borrowers and lenders. Each company uses machine learning to
develop credit scores for prospective borrowers, which they use to
create classes of loans and risk assessments for lenders.
LendUp oﬀers a combination of payday loans, credit education and community engagement to build a business among consumers with limited
access to credit. The company uses machine learning and nontraditional data sources to underwrite risk.
For these and other businesses in the segment, machine learning is a critical
tool that makes it possible to oﬀer credit to consumers and ﬁrms who might
not qualify for conventional loans.

3 FINTECH EBOOK

BioCatch, founded by experts in neuroscience, machine learning, and
cyber threats, uses machine learning to continuously authenticate users
during their online sessions based on their cognitive behavior.
Nymi oﬀers a wearable authentication device that uses machine learning
to identify a unique biometric proﬁle for each user.
Machine learning makes it possible for companies in this segment to protect
their clients from bad actors and hackers.

Machine Learning Drives Fintech

Compliance

Payment Systems

As any banker can tell you, it takes time and money to navigate the rules and
regulations imposed by governments at all levels – local, state, Federal and
international. Complex regulation encourages the growth of ﬁrms that help
ﬁnancial companies lower the cost of compliance.

The digital economy brings new forms of payment, and that means new kinds
of fraud.

Neurensic, a Chicago-based startup uses advanced machine learning
techniques to monitor trading and identify patterns that may lead to
regulatory inquiries and investigations.
ComplyAdvantage uses machine learning to help ﬁrms comply with rules
governing anti-money laundering (AML), counter ﬁnancing of terrorism
(CFT), Politically Exposed Persons (PEPs) and other risk and compliance
areas that are hard to scale.
By targeting suspicious transactions, machine learning makes compliance
more eﬃcient; examiners focus more eﬀort on real violations, without
disturbing innocent customers. Moreover, by tracking and monitoring events
in real time, machine learning helps ﬁnancial ﬁrms catch compliance issues
early – before they do real damage.
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PayPal’s data science team continuously updates its fraud detection
models, looking for small improvements; sophisticated machine learning
methods contribute to a double-digit improvement in fraud detection.
Shopify, an e-commerce platform for online stores and retail point of
sale systems uses machine learning to ﬁlter the riskiest transactions
and prioritize them for investigation.
Data science teams must move faster than fraudsters. That means
engineering the machine learning process to reduce total cycle time –
from data ingestion through model development and model deployment –
without compromising model accuracy. That takes best-in-breed machine
learning know-how and modern software engineering.

Three Challenges of Machine Learning
Machine learning is a powerful tool in ﬁntech. But building a machine
learning program isn’t easy. There are three key challenges.

Data scientists are hard to ﬁnd.

Provisioning is a headache.

Finding, hiring, and retaining data scientists is a struggle. McKinsey projects
a continuing shortage of data scientists. Reports in VentureBeat, The Wall
Street Journal, and The Chicago Tribune document the gap between supply
and demand. The Harvard Business Review suggests that you stop looking
or lower your standards because real data scientists are unicorns. Big banks
and insurers can pay top dollar to attract top talent. Plus, they have networks
of recruiters and HR people to assist the search. If you are managing the
data science team for a ﬁntech startup, how much time do you have to
hunt for people?

Data scientists need tools, including hardware and software. Tools aren’t
cheap, even if you use open source software; the time your team spends on
software installation and maintenance, after all, is not free. If you use
commercial machine learning software, keep in mind that the leading vendor
demands extra fees for every client you serve. If you didn't know that, you
might be in breach of your license agreement, and the company can
demand back payments. To cut costs, you can use open source software, but
which software should you use? There are hundreds of open source libraries
the largest has more than 8,000 packages. Does your team have the time
and expertise to test them all?

Projects take too long.
Speed and agility are critical in ﬁntech. But according to a Gartner survey, it
takes an average of 52 business days – almost an entire quarter – to deliver
a predictive model. In a client-driven business like ﬁntech, that can seem like
forever. Real machine learning projects may include thousands of separate
tasks. Many of these are routine and repetitive but must be coded
individually. Big banks and insurers deploy armies of junior data scientists
to perform this work, but most ﬁntech startups don’t have that luxury.
And, do you want your valuable data scientists to spend most of their
time doing routine and repetitive programming work?
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Automation is the Solution
Automation improves productivity and delivers better quality output. Factories are
increasingly automated. Engineers have successfully automated complicated activities
like surgery and anesthesia. Fully autonomous driverless vehicles are no longer
science ﬁction, but are already used on private roads, and may be introduced to
public roads soon.
The same principle holds for machine learning. Automated machine learning directly
addresses the key challenges of limited data science talent and long project timelines,
and it simpliﬁes the provisioning problem.
Automation delivers the power of machine learning to business domain specialists. It
expands the pool of people in an organization who can contribute to data science
projects. Built-in expertise makes automated machine learning tools simple to use.
Guardrails and best practices make it safe to engage more people in projects, with the
assurance that users can’t “forget” critical steps.
Surgical robots do not replace surgeons; they make it possible for surgeons to do
more demanding and productive work. The same principle applies to data scientists.
Automated machine learning does not replace the data scientist; it handles the
thousands of routine and repetitive tasks in a project that consume valuable time.
By automating low-level tasks, expert data scientists can handle more projects and
perform more high-value work – like engaging with clients to understand the business
problem, or explaining results.
Automation speeds machine learning projects. But that’s not all it does. An
automated process means that data scientists no longer have to spend time
manually provisioning server instances, distributing jobs to servers, or maintaining
complicated software stacks in virtual machines. Automated machine learning
software handles these tasks behind the scenes, with a single administrative interface.
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DataRobot: the Leader in Automated Machine Learning
DataRobot, a global data science and machine learning company, helps ﬁntech companies around the world leverage the
power of machine learning. DataRobot provides a platform for users of all skill levels to produce accurate predictions in a
fraction of the time needed using conventional tools and methods. To leverage the most innovative techniques, DataRobot
uses open source tools like Apache Spark, H2O, Python, R, TensorFlow, Vowpal Wabbit and XGboost.
Empowers business users. DataRobot’s highly automated machine learning
platform perfectly complements business users’ domain knowledge and
acumen. It combines an intuitive web interface and graphical model
assessment tools with ﬂexible programming APIs, so users can work with
the tools they know. DataRobot supports advanced tuning, and it supports
custom extensions for the most sophisticated analysis.
Enables collaboration. Fraud investigators, credit risk analysts, insurance
underwriters, and other business analysts can collaborate on machine
learning projects with DataRobot. Collaboration moves machine learning
out of the skunk works and into the front oﬃce. With a clear deﬁnition of the
business problem and direct feedback from stakeholders, machine learning
projects deliver better results.
Interpretable and transparent. With DataRobot, every step in the modeling
process is visible and reproducible. DataRobot oﬀers extensive facilities for
understanding the behavior of the predictive models it builds. It also provides
aids to the business user or stakeholder seeking to understand and interpret
the model. DataRobot explains its predictions by highlighting the most
inﬂuential factors, so your team can demonstrate results to customers,
executives and regulators.
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Solves many problems. Fintech companies use DataRobot for machine
learning across many diﬀerent business functions, including Credit Risk,
Fraud, Marketing, and Underwriting. DataRobot is a general purpose machine
learning platform you can use to transform your business across diﬀerent
products, functions, and regions. It helps you avoid the integration, training,
and support headaches of using many diﬀerent "point" solutions in various
parts of your business.
Reduces time to value. DataRobot is fast. Its modern software architecture
uses distributed computing to run many experiments in parallel. It automates
routine tasks like data discovery, feature engineering, and model assessment.
Once your organization approves a model, DataRobot oﬀers multiple options
for deployment, including native scoring, exportable prediction code and
prediction APIs.
Enterprise-ready. DataRobot works with your data wherever it resides:
relational databases, Hadoop, text ﬁles and many other sources. It runs on
free-standing clusters, in Hadoop under YARN or as a managed service in the
cloud. In Hadoop, DataRobot uses native security, data provenance and
application management services. For low maintenance and easy integration,
DataRobot uses the most current software development practices, including
microservices and containerization.

Automated Machine Learning
Drives the Fintech Revolution
Fintech transforms business, and machine learning drives ﬁntech. The
future of ﬁntech depends on how quickly entrepreneurial companies
can build world-class machine learning capabilities. DataRobot’s
automated machine learning platform is the solution.
Better predictions. Faster. That’s DataRobot.

For more information on DataRobot, or to schedule a demo,
visit www.datarobot.com

© 2017 DataRobot Corporation. All rights reserved. DataRobot and the DataRobot logo are trademarks of DataRobot Corporation.
All other marks are trademarks or registered trademarks of their respective holders.
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