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The Fintech tsunami
Finance, one of the largest industries ever disrupted

GDP by Industry

Finance remained the nation's top industry in 2013, while government was no. 2 despite efforts
to roll back spending.

m Finance

m Government

m Manufacturing

m Business Services

® Education and Health Care

» Retail and Wholesale Trade
Information

® Arts & Entertainment
Construction

Transportation

m Miscellaneous sectors

Source: Commerce Department | WSJ.com
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The Fintech tsunami
An industry with many pain points

LEONARDO DiCAPRIO .
ﬁ Opacity
THE WOLF

Overpricing

Unfair behaviours / products
Bad user experience
Systemic risk

“Too big to fail / jail”
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The Fintech tsunami

Massive Fintech investments globally to disrupt the
industry

Figure 4: Global FinTech Financing Activity
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The Fintech tsunami

Fintech attacking verticals on UX, prices, transparency...

Unbundling of a European Bank
27 SavingGlobal

borro

@ BOI’ldOTa HSBCm | iveryday banking

counts & services

ffrees <O osper o CENTRALWAY SQU'RREL nutmer’ & ‘ETOf0¥
- — — ol tink

«AlIT.L

Planning

‘ Loans &mortgages

AN
@ Send money overseas in a B Money

& ) I Dashboard
few clicks
LEND'NG It's secure, quick and easy. See just how much we ~N [
Safs 9 could save you. monl
transferGo

for now & the future

a prét d'union
Q Lendico

/ !
o ’ /"/ worldremit
v
Oo frultful_ : ! ‘ \gur g:::‘ers.t':v‘er Save Together offer International mf:/ney tia\nsfer 1<antox

7

Tomorrow's FX today
LANDBAY Lend?nvest auxmoney )'7TransferW|se
[ ] ter O s lendstar T O
SBC {X) e s S5 Uned Kingdom + m CurrencyFair

#”\ Propert
( ) Partl:’nerY

wongas

g Klarna
ot Busines ntemetBanking =7 'l g =i

Every business has its own story

@) Spotcap We create different business bank accounts to suit different needs a SUm Up@

@ Funding Circle Discover products and services for your banking needs e Get in touch izettle®

q iery? There 5 6f ways we can
saking the right choi s

\ < FINEXKAP | — o3l ———lmas  cbias o Siren g be 1 ;;04 o i3 BILLPAY

“flemmlze e B GOCARDLESS
G s wesosak S
/Y PAYMILL

iwoca capiota Q (A Lyd|a a]usp mpaylevero

www.cbinsights.com

B CBINsIGHTS

kantox

Copyright © 2016 Kantox



The Fintech tsunami
... and efficiency

I Either a borrower or a lender be
Operating costs as % of outstanding loans

2015 forecast
Total
- 8
6.95
B Other
‘ Origination
— Marketing
4
2.70 Creditscoring,
_ billing and fraUd
] 2
FDIC requlation
Branch network
0

Lending Club  Banks

Sources: McKinsey; Liberum
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The Fintech tsunami

Fintech would reduce banks revenues and profits by up
to 40% and 60% over the next decade

Esimated impact of FinTech disruption on five retail businesses, 2025

Sample analysis
A Profit' A Revenue' Disruption in consumer finance revenues
Percent Percent $ billion
Consumer 60 ») 674 __._43:1 e _
finance B
~-40%
Payments -35 -30 35 396
SME
lending -35 -25
n‘::'llla:lglemtant2 -3 15
2025 Lost Price Captured 2025
before volumes  erosion by FinTechs®  after
Mortgages -20 -10 disruption disruption

" Compared to 2025 projections without the impact of Fintech and digital attackers; profit numbers include the impact of savings on operating costs as a result of digital; revenues
are after risk cost, profits are after tax; figures are rounded.

Z Excluding deposits
* Includes currently unbanked segments
Source: McKinsey Panorama
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The Fintech tsunami
Success stories...

- ZERO-
$13 \BI\LILII(@IN

iLendingClub sTory

$13 Billion €

Lending Club (NYSE: LC) was founded in 2007 with one simple mission: create a
more efficient alternative to the traditional banking system that provides lower rates to
borrowers and better retums to investors. We operate fully online with no branch
infrastructure, and use technology to lower cost and deliver an amazing experience. 4
We're transforming the banking system into a frictionless, transparent and highly efficient
Lending Club is the workd's largest online credit marketplace, facilitating personal
loans, business loans, and financing for elective medical procedures and K-12
education and tutoring. Since facilitating the first loan - $5,000 to heip a
bormrower make home improvements — we've grown to help more than
1.1 million borrowers achieve their financial goals.
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The Fintech tsunami
... unicorns ...

i LendingClub o e
The Path to IPO 35.428

IPO VALUATION

$12m $24.5m $25m $17.5m $90m
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The Fintech tsunami
... and bubble
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The Fintech tsunami
London, the US (and China) leadership

Figure 5: Top 5 European Regions for Fintech Investment
Activity, 2014 Bubble = Total Deal Volume
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Source: Accenture and CB Insights
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Fintech banks

Fintech banks: build from scratch, no legacy, no
branches, mobile 1st, with(out) banking licence

Notable Digital Challenger Banks & Neobanks

By total disclosed funding

‘Atom van |, 51672

Moven I s
@ SIMPELE :;%‘g:’e: - 3153 . Digital challenger bank
@NUMBEF&S - $12.6 (applying for/has full license)
A/ numbrs [ 5115 Bl Neobank

@ W o
m:n‘do l $3.1
4 rocketbank I $2.0
B

Owowr | 514
I $1.0

STARLING |,

TANDEM ‘ *Starling was reported to be raising $15.7M in August 'I5.
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Fintech banks
Branchless banking is gaining acceptance

Q: If you were to switch banks, would you consider
a bank with no branch locations?

39%
29%
27% North America
16%
M Would consider
(Would consider/
Would definitely
consider)
18-34 35-55 55+
years old years old years old
(n=940) (n=1560) (n=1346)

® 2014 Accenture. All rights reserved.
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Fintech banks

Fintech banks are now “low-cost to build... but high
quality”

Figure 2. Indicative costs for a new bank (Emn)

Set up costs
05 02 0.025 T
JE—" :
H
Staff Professional Legal fees Application IT controls FCA Core platform Other IT integration Total
fees professional application (KYC,
fees fees AML* etc)
\ )\ J\ )
T Al Y
Business (Ex. IT) Application IT
Run costs
05
1
]
0.2 : 5.1
24
Staff NEDs Ongoing Operational Operational Total
licensing (Core platform) (other)
\ JL J
Y !
Business IT

* Know your customer, anti-money laundering

Source: Deloitte analysis
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Fintech banks

Marketplace banking: core banking platform + API layer
+ CRM + KYC + Banking License
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Fintech banks

GAFAs will not become banks ... but banks may become
slaves of GAFAs

* Not profitable enough (negative impact on market cap)
* Too regulated
* “Slow” growth

0 s comprics offrs b senies o e wold e okt b What banks fear most

are GAFAs owning the
customer relationship
and them becoming
the mere white labels
at the back end of the
process
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Fintech banks

Uber is now the largest acquirer of small business bank
accounts in the US today

 30% of Uber drivers in the US have never had a bank account

* To be a driver on Uber, they need a minimum of a debit card to get
paid

* Uber has had to solve this problem by allowing drivers to sign up for
a bank account as part of the Uber driver application process, in
real-time

The next obvious move is to design day-to-day banking into Uber’s app
(including financing cars, leasing, insurance...)
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MARKET CAP OF SELECTED GLOBAL BANKS AND FINTECH COMPANIES

Fintech banks

I, /e
Banks are frightened by IR -
GAFAs financial power E— o

and brand image -

JPMorgan Chase

BRANDZ TOP 100 MOST Ban::::bna:erica

VALUABLE GLOBAL BRANDS 2015 Citigroup

HSBC
Banco Santander
Brand Value Brand
Category 2015$M  Contribution Lioyds
1 Technology 246,992 4 BNP Paribas
2 Technology 173,652 4 UBsS
3 Technology 115,500 4 Morgan Stanley
4 Techiology 93,987 4 Barclays
5 Payments 91,962 4 RBS
6 Telecom Providers 89,492 3 - Paypa'
7 \v@ Telecom Providers 86,009 3 Societe Generale
Credit Suisse
8 (M% Soft Drinks 83,841 5
) Deutsche Bank
9 McDonald's Fast Food 81,162 4
Fiserv
10 " Tobacco 80,352 3 . :
—_ i . First Data
11 Tencenf ﬁ;ﬂ Technology 76,572 5 I
Woridpay
j¥I facebook Technology 71,121 4 i
== ] Lecing O
13 ﬂAg;@gg‘? L Retail 66,375 2 I Squ
are
1 amazoncom Retail 62,292 4
= Xero
A\ = i
15 @ 25%{‘@ Telecom Providers 59,895 4 0 100 zw gm 400 500 sm 700
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What banks can do to adapt and survive
Do not be in denial...

« Hundredths of start-ups with a lot of brains and
money working on various alternatives to
traditional banking. They are very good at reducing
pain points. We are completely comfortable with
partnering where it makes sense »

Jamie Dimon, CEO at JP Morgan Chase

“Uber moment that could reduce headcounts by up
to 50%”

«11 big banks have cut a combined 10% of their
staff in 2015»

Anthony Jenkins, former CEO at Barclays
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What banks can do to adapt and survive

Understand “cosmetic” is not enough: VC funds,
hackathons, incubators...

7% 10% symbid

20%

‘ Y ABN AMAO CI'ﬁ
— ‘—-—- WBARCIAYS HSBC 4X» 20%
BOVA

citi &) SBERBANK

& Santander
wores BBVA g annamno
\ Rabobank == X0

GO CREDIT AGRICOLI =)
WBARCLAYS ook of
v UniCredit 22 S ULy
=v_.l=

COMMERZBANK

43% How are banks reacting to the financial technology boom?
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What banks can do to adapt and survive
Go digital and be prepared to close 80% of branches

Figure 4. Transactions going online and mobile in the US

Billions of transactions
35

35 “We don’t know how to
] 295 grow without branches...

. But, we have taken the
total square footage of the
bank from 117 million in
January 2009 to 92 million
in 2015, and we’re
continuing to go down

25

238
18.6
15.1 148
15 136 14.8 136
10 85
5.7
5
3.1
14
00 =

2008 2009 2010 2011 2012

John Stumpf, CEO at Wells
Fargo

[ Mobile W Branch [l Online

Source: Deutsche Bank; TowerGroup, Deloitte analysis
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What banks can do to adapt and survive
Solve the Millenials challenge

9 O

53% 71%

don't think would rather go
their bank of- to the dentist
fers anything than listen to
different than what banks are
other banks. saying.
X AR ARE AR A .1
AR AR AR Al 1~
X AAA ARE ARA AAE A ﬂ/w
DA AR RAR AA
Pt /
" v

1 in 3 are open to switching
banks in the next 90 days.
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What banks can do to adapt and survive

Build a culture based on customer needs and
innovation... not on risk aversion

"Operational risk is “Most banks are built “Many banks outsource
culturally unacceptable on systems and their online banking
for us. It is not a matter programmed with platforms to software
of how much you may languages that pre-date companies to avoid the
lose, it is a matter of the birth of the Internet, risk of building new
DNA. Losing one euro let alone the birth of platforms from scratch.
because you failed on mobile banking They end up with non
managing operational (Cobol...), creating in differentiated platforms
risk may f**k your some cases massive with an average user
career in the bank” outages that may last experience”

several days”
Chief innovation officer
at a large European Source: Telegraph
bank
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What banks can do to adapt and survive
Do not be focused on short term profits and market cap

* Purpose of banks CEO: increasing / maintaining the market capitalisation to
get juicy bonuses and strengthen reputation

* The long run is not important because they will have left!

* Find a balance between fintech “challengers”, which are quickly eroding your
revenue, and fintech “enablers”, to create new revenue streams

* The main challenge is that "challengers" are far ahead "enablers" regarding
size and growth and so the arbitrage between both is tough

Understand that you can not bridge the gap and that more collaboration
with "challengers" is the only way to prepare the future

kantoX ..o
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What banks can do to adapt and survive
Leverage big data to sell more and push credit

* Data analytics: analyse customers’ life and take advantage of it to sell more
products according to record of purchases.

* Credit: provide instant credit facilities for that purchases.

Big data is an opportunity for banks to turn into a gigantic portal of online
shopping

When buying is a matter of a simple click and can be financed with instant
credit, compulsive buying and over-consumption become non-stop money-
making machines for banks

kantox Tomorrow's FX today Copyright © 2016 Kantox



A co-petitive eco-system starts emerging

Build true partnerships: lending on marketplaces,
integration, whitelabels...

Global Marketplace Loan Issuance ($billions)

300
-
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]
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147.7
e
us
150 126.3 UK
24.1 China
£ B Australia
18.3
100
73.8 13.1
9.9 122.1
50 98.2
e
e 75.2
— 54.2
8.9 3.2 36.7
0 12

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

"“‘\“,:"1'-'1‘ in Stanley Research
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A co-petitive eco-system starts emerging

Acquire what you can not build, particularly if you are a
small or medium bank

1. Low cannibalization

2. Access to generation X/ Y

3. Cutting-edge technology

1. Opportunities to outcompete large banks
1. International expansion at low cost

2. Big returns

Examples: BBVA (Simple, Atom), Arkea (Leetchi)
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