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Financial Services:

Digital Banking Market

Marketplace Lending

Direct Lending & Underwriting
Online/Mobile Banking
Personal Finance

Bill Pay / Money Transfer
Investment Management
—Robo-advisor



Digital Banking Market Map

Marketplace Lending
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Financial Services:
Digital Banking Market

* Investment Management

— Serving retail investors with automated, social, or
other novel investment vehicles and advice. T

— Offer retail investors alternative ways to access
securities beyond large traditional brokerages.

— Personal Capital, pair algorithmically-driven advice
and portfolio management with human advice.

— Robo-advisor

* Focus exclusively on providing fully automated,
algorithm-driven investments.
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FinTech Startup for Almost Any Bank Service

Online/Mobile
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Value

the sum of the
tangible and
intangible
benefits and costs



Value

Total
customer

benefit

Customer
perceived

value

Total
customer

cost

Source: Philip Kotler & Kevin Lane Keller, Marketing Management, 14th ed., Pearson, 2012
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Customer Perceived Val

ue

Product benefit

Total
customer

benefit

Services benefit

Personnel benefit

Image benefit

Monetary cost

Total
customer

Energy cost cost

Psychological cost

Source: Philip Kotler & Kevin Lane Keller, Marketing Management, 14th ed., Pearson, 2012

Customer
perceived

value

15



Customer Value Triad

Quality, Service, and Price
(asp)

Quality

Service Price
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Value and Satisfaction

* Marketing

— identification, creation, communication, delivery,
and monitoring of customer value.

e Satisfaction

— a person’s judgment of a product’s
perceived performance
in relationship to
expectations

17



Building
Customer Value,
Satisfaction,
and
Loyalty



Satisfaction

“a person’s feelings of pleasure or
disappointment that result from comparing a
product’s perceived performance (or outcome)
to expectations”

19



Loyalty

“a deeply held commitment to
rebuy or repatronize

a preferred product or service

in the future

despite situational influences and
marketing efforts having the
potential to cause switching
behavior.”



Customer Perceived Value,
Customer Satisfaction, and Loyalty

Customer
Perceived
Performance

¥ N

Customer Customer
Satisfaction Loyalty

Customer
Perceived

Value

Customer
Expectations

Source: Philip Kotler & Kevin Lane Keller, Marketing Management, 14th ed., Pearson, 2012 21



Value Chain




Paolo Sironi (2016)

FinTech Innovation:

From Robo-Advisors to Goal Based Investing and Gamification,
Wiley

Wiley Finance Series /

_riniecr
Innovation

From Robo-Advisors to Goal Based
Investing and Gamification

Source: https://www.amazon.com/FinTech-Innovation-Robo-Advisors-Investing-Gamification/dp/1119226988
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FinTech: Financial Services Innova
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P2P FX
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The Value Chain

(Porter, 1985)
Porter, M. E., & Millar, V. E.
(1985).

How information gives you

competitive advantage,

Harvard Business Review,
63 (4), 149-160.



The Value Chain

(Porter, 1985)

EXHIBIT |

The valve chain

Support Firm

activities infrasty usture
Human eecurce
management
Techrobogy
dewslopment
Procurement

Markating and
soles

Primary
activities Margin

26



The Value System

(Porter, 1985)

EXHIBIT I

The value system
Suppher value Firm value Channel value Buyer valus
chains chain chaine chains
»
. S
WV
Downstiea

Upstream m valus




Information Technology

Permeates the Value Chain
(Porter, 1985)

EXHIBIT Il
Information Technology permeates the valve chain
Support Firm I Planning models
activities Infrastructure
Human rescurce Automated
management personnel schaduling
Technology Computer-aided Electronic
development design markeat ressarch
Procurement Ondine
procuremnent of pans
Automated Flexible Automated Telemarkstng Remote
warehouse manufacturing ordes secvicing of
processing Remote equipment
terminale for
salespersons Computer
acheduling and
routrg of
repair trucks
Inbound Operaticns Outbound Marketing and Service
logistics logistice sales
Primary
activities Margin




Information Intensity Matrix
(Porter, 1985)

EXHIBIT IV

Information intensity matrix

Information
content of the
product
Low High
Infor- High oil : Banking
mation refining :
intensity : Newspapers
of ! Airlines
the value :
chain :
........ -




Determinants of Industry Attractiveness
(Porter, 1985)

EXHIBITV
Determinants of industry attractiveness
Threat of new
entrants
1A O
Bargaining b . Bargaining
prower Rivalry among power
of suppliers existing of buyers
ocompeétitors
A
Threat of
substitute
products or
senvices




Hansen, M.. T,
& Birkinshaw, J.
(2007).

The Innovation
Value Chain.

Harvard Business Review,
85(6), 121.




Innovation Value Chain

DIFFUSION

SPREAD

Dissemination
across the
organization

Do people Do we create Do we source | Are we good Are we good at Are we good
in our unit good ideas by enough good at screening turning ideas at diffusing
create good working across ideas from and funding into viable developed
ideas on the company? outside the new ideas? products, busi- ideas across
their own? firm? nesses, and the company?
best practices?
Number of Number of Number of Percentage Percentage of Percentage
high-quality high-quality high-quality of all ideas funded ideas of penetra-
ideas gener- ideas generated ideas gener- generated that that lead to rev- tion in desired
ated within across units. ated from end up being enues; number markets, chan-
a unit. outside the selected and of months to nels, customer
firm. funded. first sale. groups; number

of months to
full diffusion.

Source: Hansen, M. T., & Birkinshaw, J. (2007). The innovation value chain. Harvard business review, 85(6), 121.
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The Links in the

Service-Profit Chain

Operating Strategy and
Service Delivery System

Y

Internal
Service
Quality

Y

A

Y

Employee

Satisfaction | |

O workplace design

0 job design

O employee selection
and development
O employee rewards

and recognition

O tools for serving customers

Employee

Retention

A

Y

>

Employee
Productivity

External
_»| Service
Value

Customer

> Satisfaction

Customer

A

O service concept:
results for customers

A

> Loyalty

——4

A

O retention

Revenue
Growth

>

Profitability

Orepeat business

O referral

O service designed and delivered to

meet targeted customers’ needs
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A Satisfied Customer Is Loyal

apostle
100%
zone of affection
— 80
=
2 zone of indifference
©
©
£ 60
=
©
>
S
—
L zone of defection
20
terrorist *
1 2 3 4 5
extremely somewhat slightly satisfied very
dissatisfied dissatisfied dissatisfied satisfied

Satisfaction Measure
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3D Model of
Aligning Value Chain Architectures

Process

Value

Service Chain
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Financial Value Chain

* Social * Decline in * New public * Proliferating  * Decline in * Decline in
) 3 . :
3 * Mobile branch use and private transaction branch use loyalty and
o * SEO/SEM  * Declinein data sources channels and * Social personal
E loyalty * Peer-to-peer currency conversation  relationship
lending * Mobile
n
=
o 2oz ogle vh» Betterment
E L Ll @] e
S LendingClub Scfi & Pay ® blooom
Q A
w2 earnest MESTRATOR. &
v &) commonBond N) s'mau"o .
= pay
- NFC
| o=
w
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Online ePayment Value Chain

ONLINE/
ECOMMERCE PAYMENT MERCHANT PAYMENT

CUSTOMER MOBILE ISSUER
WEBSITE GATEWAY ACQUIRER NETWORK

WALLET

......

© LemonWaollet

' PayPal

37



The Universal Banking Model

A bank’s business model based on offering a
full range of financing products and services

F t Offi Market
Customer o <= Back Office (manufacturing) arket (processing)
(distribution) infrastructure

Consumer Investing / * UBS HSBC <» atlbank LIS NER
Wealth mgt JEMorgan A RS . || EQ_UG“S
» Radobank ING BANK AR AMRL
| RN
Personal & Rabobirect [ NIBC o3 knab tesserian s , SWIFT
savings Triodos @ Bank e st A 'S ’l N
Payments ok ) v e VOCALINK
Ababd ING DANK P I( S& SRS S PayTTNNE S, ST T (e Trer
P 7 | °|ﬂ redit ou— —_—
Busines " ST
Lending WBARCIAYS  pommes e | ¥ N
"5 P e m‘ l
INO BANK Nordea M NIBC ‘ EBA CLEARING
Capital nRB_S JEMorgan Morgan 5tanley H NNP PARIRAS || EJ&SNEXT
Insing Deutsche Bank CRIDTSUsse™ v BARCLAYS ll




The ‘Breaking Banks’

Unbundling of the

universal, full service model of banks

into ‘bits and pieces’

Front Office Market (processing)
k
Customer (distribution) Back Office (manufacturing) et

Consumer

,/>
)"
":

Y

Investing /
Wealth mgt

Personal
savings

Payments

Lending

Capital
raising

Independent UX layer,

/-"é—.) APl-driven middle- and back office '"GQUG“S

digital front-end ISH 1FT)
BUX nutmeg ) : Eo:rlpple "ag'e,. Y®DLEE VOCALINK
o PERSONAL CAPITAL Bﬂlﬂbﬂ ; E §> MANGOPAY ”’ayondo Rebobare : NYSE A
. ¥ o ¥ d—
Qeel ™ O MONYQ ] w5 @ unccco [ WPEURONEXT G |

' ! VISA STANDARD AR N\ Sl e o o o e o e o o e e e e e
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Remittance

T

Money Transfer




International Remittance Value Chain

Offline:
Cash (through
banks and
MTO), ATM
network

Online :
Account transfer
(to an agent
location or
another bank

account)

Mobile based
remittance

Banks &

Internet
remittance
Operator

M-wallet
provider

Mobile
Network
Operator

Country
specific
banks, MTO,
electronic
money
provider (such
as PayPal)

Independent
system such
as Swift,
Internal bank
processing
system,
VISA/Master
card etc. in
case of credit
or debit card
based
remittance
and FX
Exchange

Country
specific
banks, agent
network,
ATM, Kiosks

Source: https://letstalkpayments.com/international-remittance-Itp9-canvas-report/

Cash
Collection,
account
transfer,
mobile stored
value



» 2015-2016
REAL ESTATE INVESTING

Property

= ReALTYSHARES() propert POINT
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Auto Financing Value Chain

Contract Residual
management management

CPO/Dispo-
sition channel

Credit models
and algorithms

Credit models
and algorithms

Digital
originations

OEM
brand loyalty

Cost of
capital

Customer

retention

knowledge

Funding Regulatory User

relationships sources experience loyalty

Direct %

sales force

Required for future states 1 & 3: % Required for future states 2 & 4:
Consumer success factors Commercial success factors

Graphic: Deloitte University Press | DUPress.com
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Blockchain Value Chain

Value Exchange Blockchain
Value Chain

Network Infrastructure & APIs
Document Storage & Delivery
Digital Content

App Development
Marketplaces

Smart Contracts

N
0

ecurity

#

Financial Governance & Risk
Management
Currency Exchange Auditing

& Remittances
Syndicated Loans
Private Shares
Treasury Repos

Asset Registries
Gold & Diamonds
Property Titles/Land Records

Loyalty Point Data Storage
Interbank Payments 3 v Chain M "
P2P Transfers ngg tsilcs ain Manhagemen
Insurance OT

Source: Susanne Chishti and Janos Barberis (2016), “The FINTECH Book: The Financial Technology Handbook for Investors,
Entrepreneurs and Visionaries”, Wiley.

Digital Identity Management
Authentication & Authorization
Compliance/KYC/AML
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Fruit and Vegetables Global Value Chain

: Packing & Cold . Distribution &
I l Product l I I
Inputs roduction S [ Processing ] [ Marketing

Processing
) Farms: Fruit & > Companies
( Seeds Vegetables for
= processed food ) i )
( Fertilizers | \_ ) Dried Supermarkets
J \, 7
Frozen 7 N\
~ )
Agrochemicals f \ .
g[Herbicide, Residues Food Services
Fungicide & > Preserved \ y
\____Pesticides) _J Farms: Fruit & ' ™\ : e \
s \ Vegetables for Exporter k Juice & Pulps )) Importers &
. fresh consumption Companies Wholesales
Farm Equipment
. ) 7 N\
~ Medium ( Packing Plants ) > Small‘-scale
Irrigation ?::::; & Large L retailers
L Equipment ) T (Cool Storage Units)
N PAS AN g,

/ Large Producer Exporter Companies \

( Packing Plants) >
Cool Storage Units
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- N Y,
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The Offshore Services Global Value Chain

Industry Specific

General Business Activities Activities?®

HIGH
7 N ( \ f \ (f Banking Financial \\
ITO KPO Services and
Information Technology Outsourcing Knowlegde Process Outsourcing Ex. |I:vs:sl;arr?::t[|-se'=sse2rch,
7 ~ private equility research,
Busi c lti and risk management
usiness Consulting analysis

Software R&D Business Analytics Legal Services \ J
\ J Market Intelligence (" Manufacturing )

Ex. Industrial Engineering
and sourcing and vendor
management )

N[\ J

k IT Consulting J K BPO \

Business Process Outsourcing

(_Software | 4 ERM S HRM S CRM )

ERP (Enterprise Resource Planning):
m t

\

~

Telecommunications
Ex. IP transformation,
Interoperability testing
\and DSP and multimediaJ
r

manufacturing/ operations, supply chain

Energy )

Value Added

anagement, financial & project managemen Resource Resource Relationship Ex. Energy Trading and
Management]) Management]) Management) DRiSk tdarlu?gala?enlt, and
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( Applications Development ) . ~ - ~ \_ J
T ; Finance|& Training Marketing &
( Applications Integration ) L Accounting ) L Sales Travel & Transportation
-~ Revenue management
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s Management
Supply Chain \ -
K \ _ Management Health/Pharma
Infraestructure Ex. R&D, clinical trials,

Payroll

medical transcript

.
-

\
( Application Management ) Content/ ) -
Document
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Added Economic Value

Smile Curve of High-Value
Activities in Global Value Chains

Developed
countries

Developing
countries

Pu rchasmg l

roductlo

Marketing )

Dlstrlbutlon

Base-Price
v
Pre-Production Production: Tangible Post-Production
Intangible Activities Intangible

Value-Adding Activities
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Four Pillars Model for SMEs
Participation in GVCs

e Linkages e Technical

* Preferences e Entrepreneurial

e Certifications &
Standards

e Financial literacy
e Soft skills

Access to | Access to
Market | Training

Collaboration & | Access to
Coordination | Finance

* Horizontal (among e Infrastructure

producers]) « Equipment

e Vertical (among value

: e Certifications &
chain actors)

Standards
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Value
Chains

Materials

Five Global Value Chain
Governance Types

Market Modular Relational Captive Hierarchy

. . . Firm Firm : Firm

l

Turn-key Relational
Supplier Supplier

UL O HiEE 1!1 v

Degree of Explicit Coordination
Degree of Power Asymmetry

Source: Gereffi, Gary, and Karina Fernandez-Stark. "Global value chain analysis: a primer." (2016).
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Workforce Composition Across

Different Global Value Chains (GVCs)

Typology of workforce composition across different GPNs

Economic Upgrading: New Paradigm for Development

Source: Gereffiet al., 2016.

Type of work

Il Knowlegde-
intensive

T

I High-skilled,
technology-
intensive

f

[ Medium-skilled,
mixed production

technologies

T

[ ] Low-skilled,
labour-intensive

T

Small-scale,
household-based

\ .
partare] - (paret | tomatvg] (gt ()

Economic Upgrading: Old Paradigm for Development

Skills Development

51



Data Analytics is Becoming Core to
Value Creation Across the Banking Value Chain

* Marketing- * Conjoint analysis for product * Customer-centric risk assessment
spend configuration * Fraud-prediction assessment
optimization | | = Flasticity modeling for * Early-warning system and tailored

* Individual pricing offers based on system and
messages * Predictive demand modeling collector data

o s o
Product Sales and Channel Risk, People/
design and )relationship )manage- )Operations servicing, performance
pricing building ment collection management
! ! ! I
* Next product to * Muilti- * Capacity-planning model * Real-time executive
buy propensity channel * Network-optimization dashboards
model - journey model * Action boards
* Frontline tools analysis | | |gentification of service * Predictive
* Churn-prediction- pain points and simulate recruitment model
propensity model trade-offs
* ATM cash optimization
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Layers of Disruption in FinTech

BANKING TECH
PAYMENTS

CYBER CURRENCY

BUSINESS FINANCE
CONSUMER FINANCE
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Product Levels:
The Customer-Value Hierarchy

.............. -» Potential product

- Augmented product

" Expected product
-===* Basic product

--= Core benefit

Source: Philip Kotler & Kevin Lane Keller, Marketing Management, 14th ed., Pearson, 2012
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M-commerce Value Chain

Content Creation

Creation of original content, inc.:
~ text (e.g. news, stock prices)

~ audio (e.g. voice, music)

~ graphics (e.g. logos, photos)

~ video (e.g. movies, cartoons)

o Content firms, including: news

(e.g. CNN), designers, music
studios, photographers, writers

Content Packaging

Processing digital content for
consumption - formatting, editing,
customising and combining

Value added mobile sites, e.g.

~ Finance (StockSmart, ELoan)
~ Travel (Kizoom, Lastminute)

~ Games (Space, Wapscallion)

~ News, Entertainment, Shopping

Market Making

Content and service selection:
~ Communication, e.g. email
~ Personal content & alerts

~ PIM, “filofax” functions

~ Location-specific info.
Mobile portals, inc. telcos. (e.g.
Genie), web portals (e.g. Yahoo!),
and new entrants (e.g. Room33)

Mobile Transport

Transmission technologies (e.g.
GSM, GPRS, EDGE, UMTS)
Technology suppliers (esp.
Ericsson, Siemens, Nokia,
Motorola, Lucent)

Network operators (e.g.
Vodaphone, NTT DoCoMo,
France Telecom, Telia, BT)

Mobile Services &
Delivery Support

Mobile service technologies (e.g.
SMS, iMode, WAP, SAT)
Internet connection and server
platform (inc. WAP gateways)
Payment systems (e.g. SIM-based
e-cash, Pay-by-GSM)

Security (e.g. WTLS, PKI)

Mobile Interface &
Applications

Microbrowsers (e.g. UP browser,
Compact Netfront)

PDA OS (Windows CE, PalmOS,
EPOC32)

Application Development (e.g.
WML, cHTML, VXML, SMS)
Authoring tools (e.g. UP SDK)
Device vendors (e.g. Nokia)
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Mobile Device Value Creation

Mobile device value
creation

1
{ Consumers J [
!
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Mobile
device
shoppers
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Consumer
perceived
value
benefits

1 &

Retailers J
] |
Improved Realising
value of potential
mobile value in
marketin mobile
\ I J
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Finance and Banking Chatbots

CHAT BOT CRAZE HITS FINANCE

I chatbot »:.c bank x I chatbot .0 finance *

Trends News

@ chatbot AND bank ® chatbot AND finance

B of A's New Customer Reps: 'Chat Bots' on
Facebook Messenger

Penny raises $1.2M in seed funding for its personal
finance bot

Earny nabs $1 million for a bot that gets you
money back on purchases

DBS Bank becomes India’s first mobile-only bank,
uses Al-based virtual assistant

2012 2013 2014 2015 2016

Source: CB Insights Trends mining of media chatter

&5 CBinsiGHTs #FutureFintech
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Financial Technology (FinTech)
THE FINTECH ECOSYSTEM

Payments & Transfers Lending & Financing
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