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Unbundling the Financial sectors
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Fintech Technologies

|dentity, privacy and anonymity
Blockchain and encryption

Big data and analytics

Al, DSS and automation

Smartphones and consumer tech



New Tech has changed how
startups are built

Modern Fintech Stack
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Cumulative Number of Fintech Companies Founded'’

5,016

2008 2009 2010 201 2012 2013 2014 2015 2016

(1) Source: Pitchbook, KP estimates. Includes privately-held fintech companies.
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36 of these new Fintech companies are now “unicorns”
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Note: Includes IPOs of ZhongAn, LendingClub, and Square.




Layers of disruption in FinTech

Attacking the Core BANKING TECH

Our team believes the initial activity PAYMENTS

and transaction volume will be from

the first layers of disruption in CYBER CURRENCY
fintech (i.e. banking tech,

payments), but long-term and

more game-changing innovations BUSINESS FINANCE
will occur in the next layers. CONSUMER FINANCE

Ultimately, this will lead to new
startups and technologies
changing the core of the finance
sector: commercial banking and
insurance (life, health, property).
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Layers of disruption in FinTech

P2P Money Transfer Digital Wallets
Security | Payment Solutions Cryptocurrency Exchange

Crowdfunding Personal Finance Mgmt Alternative Property Insurance

Mortgage Lending
Credit Assessment

Digital Banks

Source: FinTech Industry Overview 2016, Sparklabs



Emerging fintech technologies of most interest, next
3 years — all respondents
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Analytics API Robotics/ Blockchain
and robo-advisors
big data

- % ranked highest in interest . % ranked second highest in interest

Source: KPMG International global fintech survey, 2017




Competitive Advantage

According to a research by Gartner, the use of big data has improved the
performance of businesses by an average of 26%

Enhances risk assessment
process

Effectively analyze non-
structured data formats
alongside structured data
formats

Improved fraud risk
decision making

Planning audits

High Volume of data,
shorter time period

Cost effective

http://cib.db.com/docs_new/GTB_Big_Data_Whitepaper_(DB0324)_v2.pdf




Why Big data in Financial
Institutions? D

ACQUIRE Customers DEVELOP Customers RETAIN Customers

10% structured-90% unstructured data

( A
lﬂ] -Financial Institutes hold vast arrays of unstructured data
MarkEt Dats -This data is largely under-analyzed and rarely adds business value

‘....
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Digital Footprint

Trading Research
Structured Data Ideas Reports

* Combining Data Silos

* Most financial firm do @
not combine News
unstructured with
structured data.

* Major banks often
spend $5 billion a
quarter on technology,
but can’t personalize

offerings for 10 to 30 Unstructured Data
million people

) Unstructured
Twitter Internal Reports Digital Footprint

http://www forbes.com/sites/tomgroenfeldt/2015/07/01/banks-have-a-long-big-data-journey-to-
catch-un-with-eoogle-and-facebook /2 /88c3feeflbcbe



Driver for APl adoption in banking

Extreme Velocity to create Digital
Experiences Replacing Physical

Creation of common “OMNI Channel”
capabilities (Decouple Experience!)
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Modernize legacy systems &

{C:)}@ integrations

h Need to incorporate new
. technologies e.g. FinTechs

Expose bank services in new ways
(Move to OpenAPI)
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Source: The Path to Open Banking, mulesoft
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Regulatory drivers

Open Banking Standard

Rise of application programming

interfaces (APIs)

The ‘always-on’ web

UK Open banking

Open Banking

The FinTech boom

Ubiquity of consumer technology

Low-cost enterprise technology

Non-regulatory
enablers



What is open banking?

Closed Ecosystem Open Ecosystem

= Limited access to data & sharing = Data access & sharing bi-directional
= Business models are distributed

= Banks serve as platforms

Customers

.
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Source: Chances of open banking



Open banking, changing the way
we transact

Now

TPP
—’

B

Source: PSD2 & Open Banking



Open banking, The opportunities
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customer account and
payment info across
multiple Banks

Source: PSD2 & Open Banking



Benefit to consumers

@ Aggregated accounts enable new insights

Enhanced speed, convenience & simplicity

at“( Services are more personalised/tailored

B Access to more suitable, cost-effective products

Source: Chances of open banking




A new model for digital banking:

the Neo-API Bank
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Source: The next 10 years in Fintech, Kantox
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Core banking platform + API Layers

+ CRM + KYC
+ Bﬂnkirg License
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Layers of
BaaS-platform

_______________________________ - £ R < Fintech-startups do not
” . ¥ ~ TeN - need to spend time,
NS | money and hurman
resources to be integrated
in each Asian country

100+ fintech-startups

C%%

Bank-as-a-service _ZEEEEEEs 1

based on 40+ universal APls

Middleware

provide for them
universal APIs

Banks do not need to
spend their time and
money to create new
APls and to communicate
with all startups all over
the world

Licensed and regulated
banking back-ends (belongs to
banks in each country in Asia-Pacific
region)

Source: FinTech Ranking



Key characteristics

Customer centric

Modular technology platform
Strong data analytics capability
Agile operation

Open to partnership




Skills and capabilities

Acquiring and harnessing customer
data in innovative and more
individually tailored propositions

A shift in culture towards a ‘fail fast
and learn quickly’ mentality and an
agile way of working

Learning to operate in a shared

ecosystem with FinTechs and other
tech-enabled firms

Who will win?

Incumbent banks could be in a position to win, owing to:
* Incumbency advantage

 Strong, trusted brands

* Financial expertise

However, a number of other organisations may be in a position
to leverage their strengths to win in this space, including:

Tech giants

FinTechs

Price comparison websites
Digital payment providers

Source: How to flourish in an uncertain future, Deloitte UK
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| trust my bank
will keep my
money safe.

i
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Bank L

Financial Trails:

Personal details

Monthly income

Monthly expense
Transactional data




Consumer not only Seposit money to banks
but also ata

Do | own my
financial data
or my bank?

&

Source: FinTech Security and Regulation (RegTech)The Hong Kong University of Science and Technology




Who own my medical B/i%'nosis data?

Me, the
government or
the hospital?

Definitely YOU!

Source: FinTech Security and Regulation (RegTech)The Hong Kong University of Science and Technology



Some financial institution may use your data

e For data analytics of consumer behaviour
e For digital marketing

e eftcC.

-

Consumer should have a right to

rofit from their own data.
" profit f Y,

Source: FinTech Security and Regulation (RegTech)The Hong Kong University of Science and Technology
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