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The Internet is fast approaching so. How might it look at 607? Of course, it is hard to saw
definitively ., but exciting, nonetheless to consider some possibilities. Borm out of an
advanced TT.S. defense research project in the late 6os thhen lurching into the awlkward
early—web of S8os/90s, the internet eventually evolved to include a mish-mash of

communication protocols, applications and platforms as we know today. It is hard to saw
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How Customer Circa 2018 is impacting Financial institutions

Internet Reflexes Hitting Financial

— Forcing Disruptions

From: “Passive and Patient” To: “Active and Demanding”

Siloed financial relationships Aggregated and coordinated
auld _

Bricks and mortar, bankers hours Rise of 24/7 digital-only channels

Paper process and communications Digital omnichannel expectations

Limited choices (geography) | Global options, includ-ing non-banks

qum

Uninformed and powerless Informed and empowered



The Confluence of Technologies and Forces at Play

A Year 10+, Enabling Technologies

Moving into Mainstream...

Social Media
Expands the reach of the
enterprise — a new channel

Mobile
Transforming User experience
To accelerate with 4G/5G

Big Data & Artificial Intelligence
Transforms business to be more
information driven

Cloud Computing and Saa$
Infrastructure costs and time to
market

These inter-dependent technologies pose both opportunities and threats for Financial

Institutions in how they operate, engage with customers and the type of products they offer



FIRST WAVE
Constrained Data...
Monolithic Systems,
Expensive Storage,

Data for Targeted Use Cases

SECOND WAVE
Data Explosion / Chaos...
Decentralized Systems,
Cheap Storage,

Big Data Everywhere

CRISP-DM

Model Scaling & Distributed Deployment

S

Model Tuning & Interactive Prototyping

L

Data Cleansing, Feature Engineering &

Revolution

Data Integrated
into Everything

BUSINESS o f VISUALIZATION j
INTELLIGENCE (Bl)
Business Objects, [ CcCLOuUD BI ]
g Cognos, MicroStrategy
= [ CACHING ]
s )
w
DATA INTEGRATION [ PREP / WRANGLING ]
Informatica
Evolution ETL ]
3 y L
Breaking Apart
= Data Bottleneck INFRASTRCUTURE-
= CENTRIC SECURITY &
= i MANAGEMENT
§ Micrasoft, Oracie Palo Alto Networks
FireEye
=
= Age of Big Data
2
@
=
=
@KPCB_ "
D t M' i Archived Activity | G
. . acie
ata Mining A/B Testing & lterative Model Updates Tracking
Methodology :

Activity Tracking /
Raw Data .

\: Reporting APIs | :

THIRD WAVE
Mass Data Intelligence...
Pervasive Systems,
Big/Fast Storage,
Data Instruments the Business

(

DEPARTMENTAL
APPLICATIONS

Gainsight, Datadog,
InsideSales

Mo, vy

ORGANIZATION-WIDE
AMNALYTICS
PLATFORMS

Looker, Domo, Anaplan

L0

DATA-CENTRIC
SECURITY &
MANAGEMENT

lonic Security, Tanium

Age of Big/Fast

Redshift, BigQuery,
Spark, Presto

Ad Hoc/ Deep Analysis Pipeline

2 I Alerts | Debugging / Ops |
| Dashboards || Ad-hoc Analyss |

Spark

e —

EC2 Cluster

EC2Instance /J Excel Pivots
S5AS | | e |:
\ Services

*| Aurora

Data Warehouse

...................................................................... ot

Data Science Pipeline
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Java/Python/R
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EMR
Modeling

Spark

Selection
1 Business Understanding & Exploratory Data .'_ Lambda
Analysis
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Computing ‘*"anV|DlA. o amazon #dockczr -
Server
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Configuration / Lookup Data



Funding (S3B)

25.0
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16
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2010 2011 2012 2013 201 2015 o1 20168

l:] OEver I:I Trading & Investments l:] Imnfrastructure l: FPawyvrments - Lemndimcg

Sowurce: Ouid, Boston Consulting Group analyses

1 2 3
n Ubiquity and hyper- B ' Leveraging Insights = Threat Of_
ﬁiai ¢ optimized customer I and data for @ substitution - from
T <= journeys == marketing and risk FinTech models
management
» Transition from “passive and patient” to  Intelligent, context aware and * Non-Bank startups are offering substitute
“active and demanding” preference based interactions for traditional banking products like
payments, credit and wealth mgmt.
4 . )
.CQE. |, | Emerging new global 2 A Threat of being
U< fabric based on = reduced to the
N b!ocl_(cham “dumb-pipe” with
distributed ledgers emerging payments
» Blockchain could be the “database” for « Payment disruptors like Stripe and
the internet which is distributed, blockchain based disruptors like Ripple
cryptographically secure and are transforming payments

Fintech — Following the Investments Wave
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Bank Investments Payments
Credit Decisions Changing channel Mobile Payments,
Big Data based decisioning and preferences Wallets and POS
Tgrgetlng — small business and Replacing high-touch with Mobile payments as the ultimate
p<p high-tech. enabler of commerce
Smart Banking with Algori

: gorithm based Crypto-currencies
analytlcs Robozadvisors Blorcykf:)hain and the internet
Dlgl.taIIbBaT(kS _.trr:]gb!llte,and AIgorithm based advisor to value exchange models
LR SR IR TS manage goal based portfolio disrupting the economics of
analytics to simplify banking payments

&  Customer and <4)— Riskand
@8 Market Intelli ¥~  Compli
v gence ompiliance
Omni-channel AML, KYC,
Audit

Customer 360

Fintech firms are more agile and built for continuous innovation; business models have lower
distribution, operational, risk and regulatory cost when compared to Financial Services firms

Fintech — Multi-Dimensional Impacts



Fundamental Building Blocks of a

Fintech (Post Digital) Transformation

Intuitive

—=
Simple, attractive

User Interface

Accessible

Mozido

Range of solutions for

the unbanked

Digital + Data + Web Scale Software

Mozido at Innovation Project

Transparent

Select the risk and retumn you want

nnnnnn

Full disclosure on portfolio
practices

Efficient

OnDeck>»

1 fom AA ower ik, lower etu) to HR (righer sk, higher retur)
— = = - = | o

and

Small businesses love

OnDeck

Wiy

e e —

il groat i gt vy
O fast, simple loan proce:

Simqblie and qﬂllck

application processes

Customized

Credit O Karma

Build towards
your financial
goals

Aoply Weh Confidence
Ous Appronl 0 et yousMetbcod o agpron befre
you Y.

Tailored recommendations
based on customer data

Attentive

Moneywise Consumer Service Awards 2015

Most vider

Strong emphasis placed on

customer experience




Key facts

* Fintechs are un-

regulated and usually
operationally agile
startups compared to
incumbents

Value proposition is

Lending (297 Companies) , Personal Finance , Payments (303 Companies) . ( Equity Financing y /~ Remittances ™)
- : (139 Companies) . (125 Companies) (46 Companies)
::::LendlngC|ubr“:J Credit O Kama ESQUO@ Stnpe A ) wrldRemit 7Yy
. udl- Ymint | |PAYPa payai L= 7 v XOOM }— .
PROSPERP ®rirees || protean () ¥ El’clmp 00 e
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wases @ Orchard i venmoy izettle segfn.est g«;t cyaﬁah
' Py g loop .,. - Pa/oneer
Affirm m j@"-"@ 2 prainire ) g | o @

[APITALL (wealth ront -‘

FinTech

Contact
info@venturescanner.com

The Evolving Landscape...

( Institutional Investments (70 Companies) )

I\|@-

ADDEPAK

Ouovo\J i ‘é """"

m

JP Futuread fmdler to see all 1233 companies
\
Security, Auth, Banking Busmess =~ ¢ Crowd- Consumer ¢ Financid § , FinTech
Fraud (59) | Infrastructure (74) | Tools (88) funding (55) Banking (44) Research (40) Investors (35)
SIMPLE == Bloomberg
O Centrfy (4 -l . L b F'fm
) Qi i‘ Gobgrg Jow | ‘Ca'lvas
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optimized digital
customer journey or
segment specific value
proposition

* Use of data
innovatively;
streamlining customer
acquisition cost and
significantly reducing
cost-to serve.

* Large internet firms
such as Google, Apple,
SnapChat, Facebook,
Tencent, Ali Baba, are
also players in
payments.

Source- CBlnsights



Threat of

Changing Consumer ' Shifting e
ﬁié $& Behavior, Demographics of @ substitution— “The
=" expectation and Client and Advisor Roboadvisor”

channel preferences

» Non-Bank startups have created digital
storefronts and algorithms that compete
directly with traditional advisor function

* In the era of Google, Apple and » Preferences and expectation of newer
Amazon, consumer expect similar generations are different
experience with their Managers and are

increasingly using Digital channels - Aging advisor population and

competitions amongst firms, will require | | * Alternative models across, financial

planning, portfolio allocation and

» Transition from “passive and patient” to firms to be digital savvy to attract new . ’
“active and demanding” talent Retirement planning
4 . 5 C
.Q_[) The Changing [E] "‘/ bontlTue_? )

C—é\? Technology it ;ompl etx' y ICr:Ih
\ landscape — egulatory anges

* Ubiquitous connectivity, open + Enhanced focus on regulation will
architecture and user-centered design increase operational & compliance cost
is transformational for banks, possibly crowd-out

investment and resources

* Big Data, Cloud computing, Mobility,

Social Media and APIs are changing * Regulatory environment favors upstartg
the landscape of what is possible with and restricts incumbents’ business
technology practices

#1 Bank Customer Management Use Case




Competitor Type Examples
Digital gwwlthfmnt
Investment
advisors —

#4 Betterment

INSTITUTIONAL

Digital

Financial
Planners &
Retirement planners

..
Non Traditional m lf
NG

Investment INVESTI
Options and D
Social investment Covestor

invest like this

’ FutureAdvisor

| LEARPN_\[EW

Value Proposition
« Digital and algorithm based

investment management

» Provides easy to use digital

storefront backed portfolio
management and rebalancing

« Digital storefront for goal based

financial planning

« Optimize retirement accounts

through recommendation and/or
management

+ Provide non-traditional hedge

ndingClo

fund type investment options
through digital channels

Alternative asset classes like
fixed rate loans or
crowdsourcing for equity

The Robo Advisor segment is growing rapidly with venture capital

Will they have the disruptive effect Lending Club, Uber, AirBnB have created

in their respective industries?

#1 Bank Customer Management Use Case

Key facts

* Broad range of VC
backed startups

* Doubled VC Funding
year over year

* AUM of top 4
Roboadvisors is less
than $30 Billion

* Annual revenue range
in double digits
Million/year for
Roboadvisors

* Many offer tax loss
harvesting and other
optimization
algorithms




Bitcoin: A Peer—to-FPeeryr FHFlectyronmnic Cash Systexrxr

Satoshi INakarmoto
satoshindc2gsm>x _ corn
s b itocoin.ore

Aabstract. A puarely peer—-to—precr version of electronic cash vwould allow online
Payments to be sent directly frorm one party to another without going through a
financial institatior. IDigital signatures prowvide part of the solution., but the main
benefits are lost if a tcpusted third party is still reguired to prevent double-spending.
e propose a solution to the double-spending problem usingegs a peer—-to—peer network .
The network timestamps ttransactions by hashing therm into an ongoing chain of
hash-basced proof-of-work, forrming a record that cannot be changed without redoing
the proof-of-—work. The longest chain not only serves as proof of the seguence of
events withnessaed., but proof that it came from the largest pool of CPLT power. s
long as a majority of CPLT power is controlled by modes that are mot cooperating to
attack the network., theyw'll gencerate the longest chain and outpace attackers. The
network itself reguires minirmal structure. MMessages are broadcast on a best effort
basis., and nodes can leave and rejoin the network at will, accepting the longest
proof-of-work chain as proof of what happened while they were gonce.

Financial Services consortia i Upen source Projects

Platforms
< I3

Digital Asset

Blockchain in the browser ?
E Holdings @ %

Blockchain in the contracts ?
Hitting the cloud hard ?

ilr\/ HYPERLEDGER

Hitting e-commerce hard ?
Hitting Ads business hard ?

CUNDTATN & MultiChain

PTDL Group Q ethereum

PwC

—
1 1
I 1
I 1
1 1
1 1
1 TERPRISE 1
1 IEREUM '
1 IANCE 1
1 ' 1
-

VULCAN

Standards & Regulation

Deloitte

(@3 ISITC D) RUBIX

1
1
1
1
1
1
1
1
1
EUROPE e
1
1
1
1
1
1
1

Healthcare Consortia

”h HASHED

HEALTH

#2 Blockchain Use Case

+ Insurance Consortia




Some Expecting the 1995

Netscape Moment !
> Public sector records

> Health records
, ) ;
> Insurance Credit reporting

> Media Immutability of
record

> Cryptocurrencies

-

> Supply chain

> Legal
processes Smart Disintermediati > Foreign exchange
) Leasing contracts on of trust > Crowdfunding

>  Fintech

> loT applications
> Loyalty
programs

#2 Blockchain Use Case




A Long Journey Since PayPal in

the late 90s...

Payments
P PayPal  VENMo ‘)
B square " P PayPal CREDIT
Credit/Debit/ACH payment Alternatives to bank-funded
facilitation payments

Incumbents must understand how and where these firms enable

growth, and where they threaten it — Key is Regulatory Adapting to
Technology

#3 Payment Use Case



https://upload.wikimedia.org/wikipedia/commons/7/7d/Square-logo-black.jpeg
https://upload.wikimedia.org/wikipedia/commons/7/7d/Square-logo-black.jpeg
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/ Pont OF Sale Payments k. Bitcoin Payments _ \fhmm\ /omwm \

E TAMP
m Revel : zuora
) — . 2 Check
2 sxive (R ] By adyen
AP SIEEEE  2cHECKOUT
Connected Card Payments W/ nvoicepay [ — = e
- ﬁ ey Il mamey S aa credorax
= COIN vindicia
I E?‘ '] SimplyTapp STRATOS R CIN Payveris - CHEDDAR UP
/!
Gk O W’ SHOPKEEP J| ARIA r— APSTON
— OLEE
payzer  POWAPOS Ecommerce Payments - ;
{ lightspeed  cardconnect m G“A"SACT'S S mis ﬂy‘.@.@
B sumup®  Mobeewave Created By [i‘”::""'% Dana;’ judo 1 wepay D
APRIVA i ( B |NS|G HTS Spikit Tipalti  (§)wmeives: nmi it
2 J INCi He
e B \_ )| e 2
NumberMall
- exco i otty
@ P ———— i (T Tor
CIR Pay [ 4
k(“)cmﬂ“‘f -/ iremit & Bl ' TransferWise azimo | Doom iV —— Alpha Clovd  #Razorpay
J

/If'fll'm @caSh fdbbEdOUl' Openbucks f* supportpay fastacash® YOYO WEREV « M. et

Ant Financal Services

OS50 IS Mozdo (sheer TbleSafe G [VE] [RRNIIERN)\ ol )

Grow Digital Be agile and Adopt Emerging tech Grow revenue
Commerce Open for biz. performance through new services

#3 Payment Use Case



Business model is fundamentally lower cost than banks

Opex [ total balance outstanding, Basis points

Lending club in Typical bank Lending Club’s
2015 competitor cost advantage Comments
Branch cost typically 30 - 35%
Branch k 220 - 220 of banks total opex
FDIC 10 10 LC does not pay FDIC fee
Cs/ - LC uses primarily online
135 b

collection I 39 steag 170 . support, billing and passes on

. ~ state, ~40 - LC's origination is largely
Origination |19 IS excess 100 80 automated vs bank typically has

i mktg in - manual components

- 2015to
G&A 20 30 10 LC has leaner HQ

[] fund

- growth
Other 2.8 30 0
I 29 35 0
b - LC expected to have 35 b.p.
Marketing mﬂ 175 100 3.5 higher marketing in steady state
due to investor marketing

Total opex mﬂ 310 695 _ 425
LC’s op cost drop from 750 bps of o/s loans in ‘12 to 310 bps in 15 is driven primarily by operating
leverage — fixed cost decline from 450 to 120 bps

#4 Lending Use Case




Effort & Value Function of
Context, Needs and Regulatory

P2P Payments
Streamline Account Ope Value added services

Collaborate on product
design Collaborate Embed Services
and Transactions
Engage - "
Command Center Specialized Communities
Lead scoring

Offers
CRM Integration
360 Degree view
Social Media Pages

Effort

Value to Financial Institution Value to Customer

Quick Wins and Future State — An Insurance Use Case




Effort and Value - Ecosystem Enabler

and Enabled by Ecosystem

Cross-integration e.qg. Health care
Location and Context
Aware

Mobile Wallet Offers
Mobile Shopping Aid

Fraud alerts
p2p payments Account Control e.g. Credit Card

POS

Remote deposit Mobile Wallet
Transactions
Bill Pay and Presentment
Anytime/Anywhere
Onboarding, Esignature

Account Servicing

Effort

Value to Customer

Value to Financial Institution

Quick Wins and Future State — A Bank Use Case
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Fintech Life in 2018:

Noise level — High
Concentration of Tech — High
Startups distribution — High
Geopolitics risk —High
Regulatory Risk — High

VC Model Shift - High

Xona Partners

Context is Everything, Filtering the Hype and
Optimally Adapting

100

75

30

23

0

Search Interest



Fintechs Become Banks or

Banks Become Fintechs ! & New Tech, New
| TISRE R v ﬂa Players, Industries

Coll/d/ng, New Wlnner =

Internet Infrastruture Is Key
enabler + Adapted Regulatory







