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“The battle between every startup and
Incumbent comes down to whether the
startup gets distribution before the incumbent
gets innovation.”

Andreessen Horowitz
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Where are the hot spots How leading firms are Successful business
and what’'s coming next dealing with disruption models- what they have
done and how
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1. The Market

@ Investment Trends
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Investment in FinTech

Global deals & funding reached a new record in 2018. Ant Financial raised $14B in Q2'18 from domestic and international investors
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Regional dynamics

Funding dipped in nearly every region in Q3. Excluding Ant Financial’s S14B round, Q2’18 is still a record high.

' ' : : $30

VC funding by continent (*Ant Financial excluded)
Australia
+236% Q0Q
Africa
-45% QOQ
Europe
Asia
-89%* QOQ

North America

$2,089 -16% Q0Q
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Source: CB Insights. Market data as Q3 2018
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US and Asia are leading the way

The fintech market globally continues to broaden and diversify. Geographically, we are seeing more activity and bigger deals in less
traditional markets like Brazil, Japan, and South Korea, with US still playing a dominant role

(S100M+) deals , worth a total $S2.1B in Q3 S 16.8B S2.1B
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Fintech unicorns valued at $144.9B

38 Global VC-backed fintech companies with a private market valuation of S1B+ (16 Fintech Unicorn Births in 2018 as Jan 9 2019)
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$1.27B $2.7B (as of Q1'19) $2.03 - $2.5B
O

-

_ CHINA

FEEPhLU.com
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Source: CB Insights. Market data as Dec 2018
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7 Hot spots
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Sector of focus

During 2018 FinTech are looking to SMEs needs beyond loans & financing. while challengers banks look to growth their market share and global

footprint.
u”ﬂ”

Payments Alternative InsureTech Dlgltal
Lending Banking

$3.6B* $3.0B $2.2B 1.7B

169 deals 145 deals 115 deals 55 deals

« POS expands from hardware to « European digital challenger bank

Funding boosted to unicorns to

POS services to boost merchant

all-in-one sales & CRM model is spreading globally

sales fuel product expansion

 New entrants are targeting niche

« Payments “go” cashier-less

India saw a flood of deals focus Cyber insurance becomes new

: : : customer pain points and the
on small business lending area of early stage investments P P

next generation of customers
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LSC IR [N 2 buy buday S h2e  BRE X @ spriggy

ET] mintif NENEST +2:» GREENLIGHT

*Ant Financial removed for illustrative purposes
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FinTechs are becoming more ambitious

FinTechs are developing new and expanding existing capabilities to complement proposition and evolving services ahead of millennials demands

TepeTBEAGH | DIGITAL WALLET ROBO-ADVISOR MICRO-INVESTING BROKERAGE PERSONAL FINANCE CRYPTO
__HEAD m AN wealthfront @ JCOIM: # robinhood &) MoneyLion coinbase
CRYPTO COLLEGE SAVINGS WEALTH CRYPTO WEALTH INSTITUTIONAL
7N [l MANAGEMENT S MANAGEMENT INVESTING
o ‘ 1 E
BANK ACCOUNTS LENDING BANK ACCOUNTS MARGIN INVESTING LENDING INDEX INVESTING
"\__:—'// ﬁ @ ( — 'Ei//’_ﬁ R 7~
BROKERAGE REAL ESTATE
= /@\

Source: CB Insights.
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They are leveraging on network and technology

I
O O
Collaboration Leveraging Opening new
Technology investment channels

“/TransferWise @ Barzahlen

N26 + Draisin. [ Clarc @
1 @ bank TransferWise

o vaamo
wework
[=) Square

- .
AN wealthfront # robinhood
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Funding is powering FinTechs expansion

Growing across Europe and from Europe into the U.S. and Asia, while U.S. FinTechs look to the Europe market.

With A Fresh Billion-Dollar Valuation,
Monzo Is Already Planning A 2019 Funding
Round To Enter The U.S.

Revolut to Raise S500 Million then Launch
in USA

CROWDFUND
Il INSIDER®

Nov 2018

N26 Expansion: German Challenger Bank
Brings Services to Denmark, Norway,
Poland, & Sweden

qir e Jun 2018\

SoftBank-backed US home insurance start-
up Lemonade looks to Europe for its first
expansion abroad

European Fintechs head east to challenge
Asians traditional banks

FINANCIAL TIMES

Nov 2018

| LR NVov 207

—— —Tandem Bank strikes HK deal to launch

digital banking in Asia

FINANCIAL TIMES Nov 2018
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FinTech adoption is rapidly emerging

69% e China and India have the highest adoption rates as FinTech firms
FinTech excel at tapping into the tech-literate, but financially underserved
: 52%
adoption rates population.
............. —
40% [ [ [ [
Comparison of FinTech adoption in
| selected markets

e | 37%

pustr"

| -_ * The UK and
2% Il O adoption ~ ® g o7 Australia realized

' at aglance ¢ : - 42

s Mexic, 33 the largest increase

... .
36% in the number of

32
23
o E 18 i i consumers
e 3% i adopting FinTech,

..-"35% @ ﬂ e 4 S % from 2015 to 2017

Australia Canada Hong Kong Singapore UK us

Average adoption
- ® 2015 adoption * 2017 adoption

: _!_ :
Source: EY FinTech Adoption Index 2017
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Digital banks are scaling up

0,000,000

Challenger banks have 15M+ reported users
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Source: CB Insights.
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Where banks are today @

Banks are struggling to keep up the pace

Banks are losing revenues in part by the shift in customer demand and legacy infrastructure is slowing their ability to respond

FICC revenues at major US Banks Legacy capital markets technology
Q2 2017 YOY change Years since respective system launch
liv,:; " J P \/]()r()’an Bankof America /’// Cl tl Morgan Stan[ey - CALYPSO _ 20

Fidessa |
Bloomberg |
2MiSys I

@ N
e
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DCI I -

Source: Banks in FinTech. CB Insights. 2018 ;
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Where banks are today

They are still dealing with legacy

—— gf;iiFEd Sa”C:C'nS bars Wells Fargo from sold in run-up to crisis
- Ng pastthe $1.95T in 3 i
g;;';"fga;go to Pay $185M Fine Over Account | $29B in L ost Market Valu ssets, costing october 09, 2018 sky [N
| February 22,2018 | THE WALLSTREET JOURAL S 2015 THE WALLSTREET JOURM —
o~ D
| o . CFPB fine
Credit Suisse paid $30M and Barclays $35M OVer me 1 OPain's g nt
rica in $42M settlement OVEl to settle allegations over 2017 dark pools m'sleading loan ande S11.8 millj
Bank qf p:m‘e ctronic trading activities for and Deutsche Bank paid $18.5M November 59 2015 » NSUrance on
‘masking €l ders & 4B traded shares \ REUTERS

February 12,2018 | %

ReQUiatorg S

plit

HSBC fined over 'contaminated’' loans

d for money

anks Out of Trouble

Euro

pe’s biggest banks fine

laundering

October 10, 2018

M/




Where banks are today @

And innovation approach is slow

A risk-averse approach and the structure of banking is creating incremental improvements in innovation,
making the entire process too slow.

84.9%

How do vou prefer : : -
SAID INNOVATION 1S you p Average time from ideation
VERTIMPORTANT innovation happen? to launch

Longest | 24 + MONTHS

.

13 TO 24 MONTHS

7T0 12 MONTHS

6 MONTHS OR LESS
Shortest . Q9%

Companies do care about innovation

1%

/8%

PARTNER ]

18% BUY

And so corporate innovation is slow

Innovation portfolios are allocated to
continuous innovation rather than and banks keep focussing on bui'ding l

disruptive risk <>
Source: CB Insights. Source: State of Innovation Report and EFMA. Innovation in Retail Banking 201



https://www.cbinsights.com/research-aw-state-of-innovation-report?utm_term=+state%20+of%20+innovation&utm_campaign=Reports&utm_source=adwords&utm_medium=ppc&hsa_tgt=kwd-410971515495&hsa_grp=59161738470&hsa_src=g&hsa_net=adwords&hsa_mt=b&hsa_ver=3&hsa_ad=268287854147&hsa_acc=5728918340&hsa_kw=+state%20+of%20+innovation&hsa_cam=270202443&gclid=EAIaIQobChMIu73Qz53Z2wIVBg9pCh2wRgAaEAAYASAAEgLOwPD_BwE
https://www.digitalbankingreport.com/trends/innovation-in-retail-banking-2018/

Where banks are today

So, they are losing relevance

LTI Telephone
_“:

Branch

‘November 2014 July 2018

=

~3 years - 30%
adoption

Vs ~5 years - 30%
adoption for
Smartphones

54%

} Amazon Echo

[ sasvoy |®] Mobie
Of customers trust a technology company Ways of banking has turned to Home voice assistants are
with their money more than a bank mobile, but Banks remained spreading much faster than
physical smartphones

Source: In Search of Customers Who Love Their Bank. Bain & Company. CACI analysis on Consumer Demands For Retail Banking



https://www.bain.com/insights/in-search-of-customers-who-love-their-bank-nps-cx-banking/
https://www.verdict.co.uk/say-hello-robo-bankers-ai-affecting-banking-finance/

Where banks are today

But thinking on the way forward

There is no overwhelming agreement on the Build/Buy/Partner decision, however there has been a significant increase in the level of
desire to partner with outside organizations, indicating a greater realization that internal development may not meet speed and ‘focus on

the consumer’ objectives.
How will your organization drive innovation?

SIS SEFEACE I AU I e ASCEA AU Banks expanding their own personal finance initiatives

Co-innovation with other BUYING/INVESTING BUILDING PARTNERING
business partners '
A dedicated team constantly IPMORG I JPMORGAN X In-house & 2 QF’\ SICGEIG
frying new ideas iill'.\.\(l).!ié (\:(\), =) mot]f CHASE & CO. robo-advisor UBS \,_./5
submission of new ideas Cltl ==) Betterment FARGO
Partnering with large m . Deutsche Bank i maxblue PerShing & @ SIGFIG
tech companies & Santander  w—p S':/ SIGFIG MERRILL
% Merrill Lynch  y EDGE s . .
Runn lorat f Goldm - — Q()l(lllllilll
unning <n acceeraior (;oldman t 0ldman s SAChS + Betterment
i Sachs = m0 ] Sachs LOCATION NEW YORK
internally /externally e e Smart Beta ETFs
Innovation consortium _?ﬁg’-ﬁﬁgﬁaf@&‘-";ﬁ;?&:ﬂ?&ﬁ‘
Goldman o
Investments in start-ups 3.16 Sachs < 7] HonestDollar I o = S B

Source: CB Insights. and EFMA. Innovation in Retail Banking 2018.
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Where banks are today

Smart banks are actively investing in FinTech

Most Active US Banks investing in FinTech
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Morgan Stanley
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Payments &
Settlement
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3

TagPay

Regulatory
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Source: CB Insights.(Equity financing 2012 — Q2 2018)



What is driving Investments & partnerships @

Investment is lined up with internal strategy

Financeit® levelUp o Banks are involved in fintech
rounds mainly for two main
@ TouchBistro reasons: future returns and
Emphasis on : -
rdman scaling up its ‘LPMF-%RG"\N ~ further its strategic goals.
achs retail digital itGo. CHASE & GO,
bank, Marcus GOPAGO
« Banks are also beginning to
[=) Square . . .
Invest In process automation
 Real estate tech is an
¢ emerging investment

ﬁf SYMPHONY

1RADESHIFT category

Invested In . .
start-ups that 7 attle * US banks are increasing

& Santander support digital activity in the UK
SMEs and

payments & raykey

—T—
Source: banks strategy updates 2017/8 ;

Leveraging its
wealth
N management and

CREDIT SUISSE investment
banking arms

iCapital

canopy




What is driving Investments & partnerships

4

but immediate goals are over ‘disruptive technologies

Over the last few years, banks have focused on updating infrastructure by investing in capital markets software over blockchain

technology
Bank's investment in Blockchain vs infrastructure
] ;“
OI( I I 1)
BLOCKQCHA'N CAPITAL MJ\?QKETS TECH

o sy DTVRES ICOVIN |y o e o R SOFTWARE STARTUPS |- —_—_—_ ,
‘ |
i rs. 3) CIRCLE ; i @PlAlD 1Capltal Pusonetics |m0..:i=ib :
| . ~ I | ! | nvestLa [
[ | o
(’;r'l‘l’ple X SETL | : fin  >:0pen TRADESHIFT
’ elliptic v | | |
50 5 " /\ AXONI : : %< SYMPHONY OTrustBills CURVE(C|OBAL :
| - (@ Chain " IERIS ., .|
Z» Digital Asset g ' RIS Ploaa iirpreo eleni

Source: CB Insights.(Equity financing 2012 — Q2 2018)



What is driving Investments & partnerships

Regulation is been a key driver

The global financial services industry has experienced an unparalleled level of regulatory reform. This trend does not show signs of

changing anytime soon

Global Banking Regulation Framework 2015- 2019

SFS soemra ST

Concentration and
Large Exposures
& cvareview S pot/PRA ST ’;ﬁ;'{fg’(;%
@ FRTB @ NSFR | '
New securitization
G) IFRS 9 framework
Leverage - ECB Anacredit Leverage
Ratio Ratio
B e
G ) TLAC : G’
SA-CCR :
Reg cap CCP @ FRID
exposures @
Concentration %ﬁ BoE/PRA ST - LCR S CCAR / @
Large Exposures FSB Data Gap DFA ST CVA review
Initiative Q E'S"B @ TLAC
- EBA Liqui urcharge 5 CCAR / @ NSFR
.’ -
@ SA-CCR Sk BOE/PRA ST @ BCBS 239 monstoring DFAST
Revised SA D-SIB - EU-wide ST S Financial
approach CR framework 354 pRA CAD/ ‘ - conglomerates B cr @ FSB Data Gap Initiative @ IFRS 9/ CECL (US)
(%) NSFR X " ~ Pillar 2 @ FSB Data Gap Initiative " o
- eporting fin ¢ ; g Uiquidity ST egcap L Revised SA
X @ IRRBB review (onglomi:ra!es = 85";“‘;“ . K s BHC and FBO exXposures app::ach CR
ECB Adv. Approach Rule ‘
o Fs8 Data Gap [l LCR B B con srep CA B it Plaming. ) saccr  1RRBB review &
Leverage Ratio Initiative Gl = Vickers Reform G-SIB ' ;
CR alas CCAR /
Surcharge B
BRSO Reg cap CCP ' . 3 (IRB) > B . l LCR 5 CCAR /DFA ST ) ¥ 5 DFAST
exposures CA res. mortgage CRDIV Capital rules

C e Supplementary
Global systemic @ BCBS 239 = tolarge

BCRS 230 M B3 ratios 5= PRA /IMF ST

é fisk TeDoTt foreign banks 1EVErage rabo
- - C \ ' " C-518 .
New securitization n Basel 2 COREP/FINREP FSB Data Gap <5, Surcha .L“','m"”"('.,_‘ (!;’
framework G-SIB @ FSB Data “ @ I ‘e’ CRD IV/ CRR S LCR @ Initiatives ool g FBO Large Exposures
i Gap *ve ~ UK FDS ST New secuntization
Surcharge Initiative  Basel 3 buffers =alsN ‘ g CCAR /DFA ST E LCR g LCR framework
2019 2018 2017 2016 2015 2016 2017 2018 2019

A focus on building up a
compliant infrastructure
makes sense given global and
European regulations. This
includes the UK’s open
banking system and the EU’s
PSD2, which requires banks to
open up their APIs to third
parties.

@ Global regulation

-

Source: Moody Analytics



https://www.moodysanalytics.com/risk-perspectives-magazine/risk-management-decade-ahead/regulatory-spotlight/global-banking-regulatory-radar

What is driving Investments & partnerships

And so banks invest in solutions they need

Financial services firms have increased funding in regtechs and also they co-invest to tackle regulatory compliance

CURVEC/OBAL
Selected investment in Regtech Q1 / 2018 $27.7M Series B // Q1'18

-1 INVESTORS -.| ¢---| USERS |---.

l | I
E - oldm: L Goldm: | | Goldman 2 |
ABN‘AMRO AMERICE Bl ee PariBas - (Goldman , Goldman Bankof America % | Loldi Bankof America % |
F EXPRESS % BARCIAYS ° achs I Sachs Merrill Lynch : e Sachs Merrill Lynch :
I : N I I - P rnt ]

JPMORGAN JPMORGAN

l 1 | l RSN o ) o IEEY BRI e v <o o | f I

i |
i [ I ]
. | | o . WBARCIAYS PSlgnp | | WBARCIAYS BSlene !
@ BehavioSec < &verComplant canopy =Rl ing | — | aaiatl

! |
BEHAVIOR ANTI-MONEY TAX DATA RISK . CENERALE | : S ENERALE |
TRACKING LAUNDERING COMPLIANCE MANGEMENT I - i | e I
ondon 2 l a.sa London 2 ]
Last Funding Last Funding Last Funding Last Funding : TR Stock Exchange C boe | : "% Stock Exchange C boe l
$17.5M Series B Undisclosed Series B $30M Series C $30M Series D e, ———- ' R R T e B e e e e i

Source: CB Insights




What is driving Investments & partnerships

Some have moved to build fintech in-house

Banks with the most advanced digital strategies, have shifted from investing and partnering to launching their own digital capabilities to
defend their position or entering new markets.

Marcus on alternative lending Marcus reached $1B faster than earlier FinTechs
Investments & M&A from 2012 —-Q1°2018 Number of months to $1B in loan originated
INVESTING
A &
(joldman Al e -
Sachs b4 NAV Neyoe MFS
SMB Credit B2B2C SMB Lending Mortgage Lending  Mortgage Lending

BUYING

FINAL (0 sonostreer  [Ngnce claritymoney

Acquired Talent Acquired Talent Corporate Majority Rumored Acquisition
BUILDING
7 Marcus: .
Equity Investments " .
Rl BY GOLDMAN SACHS ™ Marcus: e0e AVANT ## LendingClub PROSPER

BY GOLDMAN SACHS ™ o9

Marcus has accumulated more than $26bn in deposits and lent S3bn to customers, generating over S1bn of new revenue for the bank. Marcus ___‘1_
recently launched in the UK, its first international expansion, attracting 50,000 savers in less than two weeks with best-buy rate %)

Source: CB Insights Goldman Sachs Strategy Teardown. FT. Five ways banks are responding to the fintech threat



https://www.ft.com/content/d0ab6b84-c183-11e8-84cd-9e601db069b8

What is driving Investments & partnerships

M&A Is used to fuel product innovation

Stablish players are using strategic acquisitions to bolster their existing products capabilities

CHASE §°
- p h
JPMorganChase 2ymentec -
oldman VIMCuS:,

achs

BBVA

< wepay

claritymoney

(> sIMPLE 7zl azlo O

HOLVI

_!_
Source: CB Insights. Digitalizing-Consumer-Banking-Briefing 2018




3. The “Winners”




4 o

g 5M customers

Designed to offer the best * 3500 users added per day

* First challenger bank to
value and the best user announce breaking even on a

experience monthly basis

Key milestones

Jul 2015  Aug 2016 Jun 2017 Jul 2017 Oct 2017 Nov 2017 Dec 2017 Jan 2018 Nov 2018 Dec 2018

e —

. l |

Launch of 300k users Premium Offer Business Electronics 1 Million Crypto [ravelInsurance 3 Million Got European
Operations launch launched Global Customers Currencies Pay-per-day  cystomers banking
Insurance Platform licence

Source: Initio and company press release. 2018



Revolut has grown its customer base much faster than other
challenger banks by focusing resources on rapidly launching

products and bringing customers on board quickly.

__________________

PARTNERS
""" - Strategy focused on getting a rapid
e e-money license
Pension
Aortgages
D Trussle Targeted currency exchange rather
T than current accounts
- bricklane.com
nsurance Leveraged the EEA passport to
) I\./sndklng “ expand across Europe and partnered
RS with other FinTechs to iterate quickly
sumple .
4 Cryptocurrency exchange platform is
1 managem adding 3,500 users per day
-' ETFmatlc

Source: CB Insights.

"We want to be one of the largest financial services companies in the world" CEO Nikolay Storonsky

-



Banking aligns with Amazon’s goals

Amazon is building financial services products focused on supporting its core strategic goal: namely, increasing participation from buyers and sellers on its
platform

e iweaked core bank prothte
ants and consumers without being a™®

The Amazon Ecosystem

N+ —
+

[‘: —_

®

O S

Amazon has already established key

amazon
/

amazon pay

financial services strategic areas

amazonlending
N

Amazon has issued S3B in loans and Apply Today
funded 20K+ SMBs

Enable Enable Reduce marketplace
Merchants Customers frictions

Amazon help financial institutions to deliver

. _NINs . . . . 310M Active customers
waramazZon | Financia innovative customer experiences, accelerate time 5M Sellers

0P webservices | Services

Source: CB Insights.

100M Prime customers

to market, and enable digital transformation
50M Echo owners

‘Staying in Day 1 requires you to experiment patiently, accept failures, plant seeds,
protect saplings, and double down when you see customer delight... ” Jeff Bezos

<



Amazon can deliver a differentiated product

Existing incumbents’ technology and reputation are weak and don’t meet demand for customer centric products

T ~ 98
. | / A

2z N ’,\
59.59 5?

AMAZON FINANCIAL e |s the
SERVICES
reference for

excellent
VS.

@

customer

Seamless onboarding using facial amazon ex p e r| ence
recognition to verify identities & Better infrastructure and data .
conduct background checks e o — protection using AWS cloud storage
to protect & process customer’s
bank account information

* Bank regulations require capital
reserves while Amazon is free to use
cash to fuel more growth

O =

Artificial intelligence systems to : :
process basic ret%il transyactions like 24x7 robo-tellers and bots to answer Sl e
sending money and paying bills account questions and requests for
customers in real-time

"Most large organizations embrace the idea of invention, but are not willing to
suffer the string of failed experiments necessary to get there" Jeff Bezos
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Recap & Closing Remarks

1. FinTechs are succeeding, expanding and becoming more ambitious. How you
can stay competitive? Which technology to leverage? What are the key trends
and business models for your business to care and think about?

2. For future returns and to further its strategic goals are the reasons why
traditional institutions invest in fintech. How do you make yourself significant
enough for a bank to be interested in collaborating / buying /funding? Which
markets and issues are you fixing? How it aligns to problems banks are looking

to address?

3. Technologic companies are setting customer expectations and they can
deliver a differentiated product. So, how you can address the threat? How to
demonstrate and differentiate your value to clients?

<3
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