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More than 80% believe business is at risk

Do you believe that part of your business is at risk of being lost to standalone FinTech What financial activities do you believe your customers already conduct with FinTech

companies within the next five years? companies?

(Percentages shown correspond to “Yes”)

Europe

North America

Asia
Global

Africa 56% 49% 38%
Latin America @ . @
Payments Fund transfer Personal finance Personal loans Traditional deposits/ Insurance

savings accounts
®2016 ® 2017

113

nnovation is happening outside of the organisation, with emergent technologies being leveraged by
startups, and if Financial Institutions want to speed up their innovation they need to significantly
increase their collaboration with FinTech companies”

Source: PWC Global FinTech Survey 2017 Manoj Kashyap, Global FinTech Leader, Partner PwC US
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WWealth management



The incumbents respond in 3
ways

1) More innovation and
put disrupsjon in the
center of their strategi

7776

Increse spending on
innovation

56%

Puts disrupsjon in the
center of their strategy




82%

2) Alliances and Say they plan to form
. partnerships with
partnerships Fintechs within the

next 3-5 years
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| And integrate

When working with Financial Institutions (or FinTech companies),

what challenges do you face?

FinTech
-1% 28% IT security

+1% 55% Differences in management and culture
+9% 40% Differences in business models
+5% 34% IT compatibility
-11% 36% Differences in operational processes
+3% 33% Differences in knowledge/skills

-12% 16%

Required financial investments

Mote: The percentages at the sides of the graph indicate the change from 2016 to 2017

Source: PwC Global FinTech Survey 2017
PwC

Incumbents

+5%

350 4% “Traditional Financial Institutions
are too slow in implementing
34% +6% things. For a startup it takes no

time

2% to adapt to new circumstances
and make changes accordingly.
5% Incumbents take forever.

Integrating with them is a
nightmare because they lack the
culture, know-how, and they lack
the incentive.”

17% -8%

CEO of a Latin American
FinTech company




3) New
technology

7776

Expects to starts using
blockchain by 2020

Incumbents FinTech

Investments in Al
(Artificial Intelligence)
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2. Emergent technologies are enabling convergence

PwC
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Investment in enabling technologies will help narrow the gap

What are the most relevant technologies for your business that you plan to invest in Percentage of large companies that identified these emerging technologies as the most
within the next 12 months? relevant to invest in within the next 12 months

Data analytics T4%

Mobile

Artificial intelligence

Cyber-security

Robotics process
automation

Biometrics and identity
management

Distributed ledger
technologies
(e.g. “blockchain™)

Public cloud
infrastructure

Source: PwC Global FinTech Survey 2017
PwC

Artificial intelligence

Biometrics and
identity management

B Large FinTech B Large Financial Institutions

Mote: We include only responses of companies with more than 500 employees.

According to PwC’s DeNovo, recent advancements in Al
have pushed the technology to the top of the list for
financial services. Startups that apply Al to Financial
Services have been funded more extensively, with an
average funding of US$1 bn over the last two years.

10




PwC Global FinTech Report 2017

CONFIDENTIAL

Innovation trends under an industry spotlight

Percentage of respondents
expecting to increase
partnerships over the next three
to five years

Percentage of respondents
currently engaged in
partnerships with FinTech
companies

Source: PwC Global FinTech Survey 2017
PwC

Banking

Most bankers see personal loans
(64%) and personal finance (50%)
most at risk of moving to a FinTech
company.

Bankers are increasingly turning to
FinTech companies to engage in
partnerships (54% vs. 42% last year),
and to buy the services of FinTech
companies (40% vs 25% last year).

Insurance

Insurance companies have been
accelerating efforts to keep pace with
the trends reshaping the market and
closing the gap with other financial
sectors.

They are increasingly coming
together as 45% engage with
FinTech companies, compared to
28% last year.

Payments

Overall, payment companies are .
confident in their ability to
innovate.

Innovators are being seen as an
opportunity for payments .
companies, especially as 27% are
offering their services to FinTech
companies (vs. 17% of

respondents across all sectors)

and as they are increasingly

partnering with them (42%

compared to 35% last year).

Asset and Wealth
Management

60% of Asset & Wealth
Managers (AWMs) see wealth
management activities at risk of
moving to a FinTech company.

FinTechs and AWMs are just
beginning to come together,
with only 30% engaging in
partnerships.
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Blockchain is moving out of the lab

What business use cases do you most likely see blockchain technology useful for?

Payment infrastructure
Funds transfer infrastructure

Digital identity management ; ; O

Expect to adopt blockchain
as part of an in production
system or process by 2020

Post trade settlement

Regulatory compliance and audit
Trade finance

Securitisation

Insurance

Syndication in lending

Other

As more companies are realising the business use cases of
blockchain, funding for the technology is increasing. In fact,
according to data in PwC’s DeNovo platform, funding in
blockchain companies increased 79% year-over-year in

PWC 2016 to US$450 mn.

Source: PwC Global FinTech Survey 2017
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Regulations trigger disruption and innovation

The term RegTech has emerged to
characterise innovation and
emerging tech focused on solving
complex regulatory challenges,
enabling smarter regulation and

reducing complexity in existing
regulation and compliance.
. 8% 0%
There are many aspects to this 4 4
including automation, data and

analytics, machine learning and

In which areas do you see regulatory barriers
to innovation in FinTech?

Al, and blockchain and cyber to Within the DeNovo platform, we
name but a few. currently follow over 230 startups
that help financial institutions
manage their regulatory and
I compliance processes.
Data storage, Digital AML/KYC New E-money/ Fundlng of these companies has
privacy and identity business  cyptocurrency increased at a CAGR of 44% over
protection  authentication models the last four years with cumulative
(crowdfunding, investment at US$1.4 billion.
peer-to-peer

Source: PWC Global FinTech Survey 2017 lending)
PwC



What challenges and
- oppertunities can PSD2




PSD2/Open Banking — the future is now?

Technology driven directive to enhance competition,
innovation and transparency in the Single Digital
Market.

And ensure secure payment and accecc to accounts

Third party provider
(TPP)

Payment Initiation Account Information
Service Provider Service Provider
(PISP) (PISP)

Channel
Tomorrow TPPs (PISP/AISP)
1:X
PISP
Inl Nl inej ini
— ——T —— —
Today

1:1 bank-client

PwC

16 mars 2017
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|
What are the customers interested in?

Purchase Payment

16 mars 2017
PwC 16



The winner takes it all?
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