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Advisory & Research

Expert insights delivered by Celent analysts, leveraging original
and curated content on the platform

Consulting
Bespoke client consulting, leveraging content on the platform

Knowledge Platform

Core infrastructure for the capture and presentation of all
of Celent’s research

Digital Services
Solutions to help financial institutions manage their
technology with benchmarking capabilities
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INTRODUCTION

The Last 18 Months Looking Ahead
* Changing priorities for all * An unprecedented opportunity for retail banks
*  GDP drop: one of the steepest ever experienced — Gain a strong sense of purpose, grow the

bottom line, and ensure ongoing relevance
* Bank revenues and asset bases have been hit... .
— By supporting the recovery from the

* ... but global banking system has proven resilient pandemic and helping tackle some of the
with sufficient capital levels big issues facing economies

* However, banks need a new mindset and
capabilities, especially in technology

NV upro"% NV 5%

Decline in revenue* Fall in risk-weighted
assets*

* Oliver Wyman Report: Ready to Lead: How Banks Can Drive the European Recovery

© CELENT


https://www.oliverwyman.com/our-expertise/insights/2021/jul/european-banking-sector-outlook-2021.html

KEY TECHNOLOGY TRENDS AND IMPERATIVES FOR RETAIL BANKS IN 2022

A. Optimizing Customer Engagement and Delivery

Continue with improvements in digital account opening

and servicing and measure success

Complement digital channels with human assistance;
give customer-facing staff the right tools

Maintain efforts to rationalize the branch portfolio

B. Embracing Disruptive Imperatives in
Payments and Lending

Differentiate through card experiences
Decide on BNPL—hope or hype?

Reexamine solutions across the credit lifecycle

Source: Celent
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E. Diversifying Technology Transformation Toolkit

Consider use of low-/no-code platforms

Leverage composable building blocks from diverse
technology partners

Build on top of increasingly verticalized cloud services

C. Taking an Ecosystem Approach to Growth
Determine your open ecosystem strategy
Decide how to commercialize Open Banking

Consider opportunities and threats in Open Banking Payments

D. Driving Product Innovation and Differentiation

Decide what “purpose” means to you and your strategy

Find the “white spaces” to develop offerings tailored to
specific communities

Consider opportunities and risks in crypto



A: OPTIMIZING CLIENT ENGAGEMENT
AND DELIVERY

Continue with improvements in digital account opening and servicing and measure success
Complement digital channels with human assistance; give customer-facing staff the right tools

Maintain efforts to rationalize the branch portfolio



A: OPTIMIZING CLIENT ENGAGEMENT AND DELIVERY

MOST BANKS KNOW WHAT OPTIMAL CUSTOMER ENGAGEMENT SHOULD LOOK LIKE...

Engagement mechanisms Delivery
= - oo /O
o
2 5 = &
DA - Z N (05@0) &/
Chatbot Live chat Virtual E-mail Personalization Human-centered Rigorous
assistant design training
] @ &
— B Approaches
Video Social Third party Targeted
media platforms advertising ? ? g g
Learning systems Proactive Reactive
",_,; Mobile
device Desktop
Al Machine . e&— APIs ——@ Ecosystem
learning Customers and Points
of Engagement
o< -
OD 0o 7 Use Buy
00 e =
Real time A/B testing Randomized Financial Technology Third Systems of
feedback control trials o partners parties record
Institution

Source: Celent
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A: OPTIMIZING CLIENT ENGAGEMENT AND DELIVERY

..AND YET, FOR MANY, IT REMAINS EASIER SAID THAN DONE

Recent Celent Survey Findings, NA Fls

Despite progress, many still have a way to go to Banks struggle to complement digital channels with human Banks are taking steps towards a rationalized
deliver effective digital account opening assistance and to give customer-facing staff the right tools branch portfolio
* Many focus on supporting account opening * Banks identify disconnected digital and assisted * A growing number of banks expect a decrease in the
online, lack a joined-up approach across channels as one of the key pain points. number of branches and are taking steps towards a
roducts, and are yet to implement ) rationalized branch portfolio.
P y P *  Only 51% of FIs can pick up where customers left the P
modern IDV techniques. L . “ ” ; ;
application and continue (“save and resume”) * Yet, branches continue to be an important channel,
* Many also find the process and outcomes irrespective of the product. delivering results: banks acquire >70% of customers

difficult to measure, and when they do,

in branches, who then start with higher account
they don’t always like the results.

balances and are more likely to buy other products.

Approach to Digital Customer Acquisition Pain Points and Improvement Opportunities

We have §eparate solutions 67% Disconnected digital and assisted...
depending on the product

Branch Count Expectations Over Time

B % Expecting increase % Expecting Decrease

43% 100%
62%
- Lack of insight into customer... o
We have separate solutions but 16% 50% 33% 42% 36% 40%
are migrating to a single solution ° Poor visibility into user journey . ’ I l 28%
X .
We have an enterprisewide 14% High abandonment rates : 0% J .
approach using a single solution 2
Low system usage o -18% 259, 24%
Other 3% Inability to demonstrate adequate ROI -50% 9% -40%
Other -67%
Resp. (%) 0% 20% 40% 60% 80% 100% -100%
Resp. (%) 0% 10% 20% 30% 40% 50% 2010 2012 2014 2016 2018 2020

Q. Which of the following best matches your institution’s technology

Q. Which of the following, if any, would you consider a pain point or opportunity
architecture and vendor approach to digital customer acquisition? N=58

Q: Compared to your current branch count, how many branches do you
for improvement at your institution? Select all that apply. N=56

expect your institution will operate five years from now?

2010-2018, n=140-160, October 2020, n=32
Source: Celent

© CELENT



B: EMBRACING DISRUPTIVE
IMPERATIVES IN PAYMENTS
AND LENDING

Differentiate through card experiences

Decide on BNPL—hope or hype?

Reexamine solutions across the credit lifecycle



B: EMBRACING DISRUPTIVE IMPERATIVES IN PAYMENTS AND LENDING

TRADITIONAL AND NEW ISSUERS CONTINUE TO DRIVE GROWTH IN CARDS BY INNOVATING

BOTH PHYSICAL AND DIGITAL EXPERIENCES

Traditional Card Issuing Card-as-a-Service Issuing

Customer {E
o o

Customer {E t
o o D_D
I Nonbank oo
issuer
AN :
Issuing ¢
bank vs
L |
Main issuer Other partners
processor (e.g., processors,
cloud providers)

Issuer
processor

Visa and Mastercard Cards in Circulation Globally, (MM)

Bank
(license
provider)

7,000

6,000 —
P

CAGR =7.4%
5,000

4,000
3,000
2,000
1,000

0

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Sources: Celent, company data
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Blending Physical and Digital Experiences

Product
1 Design/Issuing

2 Transactions

3

Management/
Servicing

Digital acquisition, issuing, and activation
Differentiating via physical cards

Digital credit at POS/BNPL

Digital wallet enablement/tokenization
Cardless ATM access

QR code payments

Advanced information services (e.g., digital PIN,
receipts, enhanced transaction data)

Complex service requests (e.g., let me skip a payment,
raise a dispute)

Sophisticated card controls (e.g., fraud management)

10



B: EMBRACING DISRUPTIVE IMPERATIVES IN PAYMENTS AND LENDING

DESPITE GROWTH IN DIGITAL PAYMENTS, PHYSICAL CARDS REMAIN IMPORTANT AND ARE
BECOMING A SOURCE OF DIFFERENTIATION FOR BANKS AND FINTECHS

Design
Vertical layout
Inclusion features

Embedded QR code

venmo J

Starlin
Rraring P Hsec

Differentiating

via Physical
Cards

Packaging

Creative packaging

<>

g

Activation process

Klarna.

Revolut

Source: Celent analysis
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Functionality
Biometric sensor
Dynamic CVV

No card number/expiry date

@ BBVA
BNP PARIBAS "

Materials

Sustainable materials

Metal

CHASE &

@ Nlonwide @bal‘lk

Open packaging.
Wake.

Hold near ©

Tap Activate.

Lone
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B: EMBRACING DISRUPTIVE IMPERATIVES IN PAYMENTS AND LENDING

BANKS SHOULD DECIDE IF, WHERE, AND HOW TO PARTICIPATE IN BNPL

BNPL’s global share of e-commerce is expected to double by 2024

100%

80% ]
60%
40%
20%
0%

2020 2024

2.1% Pee— 4.2%

m Digital/ Mobile Wallet ® Credit Card m Debit Card Bank Transfer m BNPL Other

... driven mainly by the NA, Europe, and Australia

15.0% /84%/156%
10.0%
10.0%
()
/181%/ 7.4%
4.5%
5.0%
1.6%
0.0% 7
NA Europe Australia

m 2020 w2024

However, concerns around BNPL suitability for (some) consumers are
growing; regulation is increasingly likely

Typical Bank Strategies

Examples

Source: https://worldpay.globalpaymentsreport.com/en/
Celent analysis and public announcements

© CELENT

Direct Partnerships

Propositions with
Merchant

Participation Via White

Label Solutions

3£ Citizens X1
VS
CI IFleX Pay <» amazon

Pay) - 4 SBread

A division of Alliance Data’

W BARCIAYS <> AMOUNT

/ CommBank StepPay

0 CHASE ©)
Cltl Flex Pay My Chase Plan

Scotiabank. Select Pay

Dedicated/
Consumer- Prepurchase
Oriented
Propositions Ad Hoc/
Postpurchase
Credit-Led

Partnering with/
SV ) oLola il -4 3T 14T, W Distribution-Led
BNPL Propositions

Technology-Led

F’ﬁ gglﬂllglan ’
crossriver. > affirm) . il

/ <> Klarna.

Westpac & afterpay>
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B: EMBRACING DISRUPTIVE IMPERATIVES IN PAYMENTS AND LENDING

FINANCIAL INSTITUTIONS NEED TO REEXAMINE THEIR TECHNOLOGY SOLUTIONS ACROSS
THE CREDIT LIFECYCLE

o Sales and loan application

CRM/Point-of-Sale Solutions
Credit/Fraud Scoring

° Servicing/collections/
portfolio management

Loan Servicing Systems
CRM/Analytics

Legend:

Core processing systems

Source: Celent, Oliver Wyman

© CELENT

Credit lifecycle

i e

n®

Data, analytics, and decisioning systems %

a Loan processing/underwriting

Loan Origination Systems

Loan Decisioning/Pricing Systems

e Loan funding/onboarding

E-Closing & Settlement Systems

E-Document, Notarization, and
Recording Systems

7

Near instant, automated
decisions, focused on
optimizing the customer’s
financial position, rather than
just the bank’s loss exposure

Creation of “living” customer
financial profiles via
integration of transaction-level

data (e.g., via Open Banking)

Leveraging new data sources
to create more granular and
sector-focused models

New credit decisioning models
calibrated, validated, and
deployed in days, not months

13



C: TAKING AN ECOSYSTEM
APPROACH TO GROWTH

Determine your open ecosystem strategy
Decide how to commercialize Open Banking

Consider opportunities and threats in Open Banking Payments



C: TAKING AN ECOSYSTEM APPROACH TO GROWTH

BANKS MUST DECIDE HOW THEY PARTICIPATE IN THE INCREASINGLY OPEN FINANCIAL
SERVICES ECOSYSTEM

Non-FS
products

Third party
FS products

Bank’s own
products

Data at the
bank

©
)
©
o
S~
[
)
O
>
©
o
=
[~

AN
i

Bank-curated experience

ST

Third party products
e 1

¥ | |[=
FS = Non-FS

Bank-curated experiences

E.g., Coffee in
branches

E.g., Bancassurance

Banking through
physical channels
(e.g., branches, call
centers, ATMs)

Bank software
Bank hardware

Established model

Insurance Investment E-comm

)

Third party-curated
experiences

Beyond Finance

Financial Platform/
Marketplace

Obtained via third party

p

Banking through Embedded Finance > =
digital el Financial product
(e.g., online, mobile, >
voice) Open Banking >

0

Permissioned access
Bank software Third party software PN
Customer hardware Customer hardware ]
1
J Bank data

Distribution/Channels

- New models

Source: Demystifying Embedded Finance: Promise and Peril for Banks

© CELENT

The battleground is for customer experience:

1.  Should banks curate customer experiences by
adding third party products—either financial
(Financial Platform/Marketplace models) or
nonfinancial (Beyond Finance/ SuperApps)—to
what they sell through their own channels to their
customers?

2. Should banks help deliver third party-curated
experiences by enabling access to data (Open
Banking) and offering their products and
capabilities (Embedded Finance) via third parties?

15
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C: TAKING AN ECOSYSTEM APPROACH TO GROWTH

BANKS ARE ALSO EXPLORING A RANGE OF STRATEGIES FOR PARTICIPATING IN EMBEDDED
FINANCE, WHICH IS OFTEN ENABLED BY BANKING-AS-A-SERVICE

Embedded Finance Stack

Nonbank/Third Party User Experience

FS Technology & Capability Stack

t

API + Orchestration Infrastructure

“As-a-Service” Layer

Vs Products

J

\—sanqedes—’

NN NN
Deposits Payments Credit Treasury

General Ledger or Flexible Bank Core

Banking-as-a-Service

Origination/onboarding
Processing/fulfillment
Operations/servicing
Risk/compliance

Regulatory License

Source: Celent, not exhaustive examples
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Example Bank Strategies: Emphasis on ...

Technology

WELLS
FARGO

License

Collaboration &

The Bancorp

Full Baa$S i
Cocreation
Appl
Tech stack sourcing: ?:2‘:;:2; ‘

Build
Starlin
9 Bank 9

0 solarisBank

Buy

SOCIETE
GENERALE

Partner

Wl festpac

’

«
!

Stripe Treasury
(82B2B)

stripe

-
= B3
EVOLVE
bank & t

N
citl
WBARCLAYS




C: TAKING AN ECOSYSTEM APPROACH TO GROWTH

AS OPEN BANKING CONTINUES TO MOVE MAINSTREAM AND THE ECOSYSTEM EXPANDS,

THE OPPORTUNITIES AND RISKS GROW

Sustained growth in new third party providers (TPPs) entering the market

Despite the challenges of COVID-19, the number of TPPs licensed as an AISP or PISP

by an EU or UK NCA grew by 33% in the year ending in Q2 2021.

378

2019Q1 2019Q2 2019Q3 2019Q4 2020Q1 2020Q2 2020Q3 202004 2021 Q1 2021Q2

409 424 450

Several banks are live with services leveraging open banking

X Hsee

~ —
(& Nordea
NatWest Building Society
F ABN-AMRO TESCO Bank The co-operative bank

Source: Celent analysis of EBA and FCA registers | Celent research, not exhaustive

© CELENT

M&A and funding activity continues apace

% PLAID April: Plaid raises $425 MM at a valuation of $13.5 BN

V’SA June: Visa announces the acquisition of Tink for €1.8 BN ($2.1 BN)

. September: Mastercard announces the acquisition of AiiA
(terms undisclosed)

TRUELAYER September: Truelayer raises $130 MM at a valuation of over $1 BN

The path to commercializing open banking

&y

1. Operational Efficiency 2. Customer Engagement 3. Direct Monetization

17



C: TAKING AN ECOSYSTEM APPROACH TO GROWTH

AS THE OPEN BANKING ECOSYSTEM MATURES, BANKS SHOULD CONSIDER HOW OPEN
BANKING PAYMENTS (OBP) FIT INTO THEIR STRATEGIES

Banks and other organizations begin to focus on five OBP use cases

Use case Attractiveness  Examples (not exhaustive)
— ; -~ @
—==| Bill payment & MBS wh| | M Rovenue
€ and collections NatWest & Customs

The co-operative bank & coupay

R eawe A 461%

BNP PARIBAS

GOCARDLESS

= SME invoicing
ao and collections

= Digital commerce

% Account funding

Charity and other

ﬂ donations

Source: Celent research, not exhaustive, Celent analysis of UK OBIE performance statistics

Increase in payment API calls
in the UK, Aug 20—-Aug 21

Revolut @ Paysafe:

%
CHNCHE=REN "N "

VR
OPEN BANKING Pledjar
EXCELLENCE U

© CELENT 18



D: DRIVING PRODUCT INNOVATION
AND DIFFERENTIATION

Decide what “purpose” means to you and your strategy
Find the “white spaces” to develop offerings tailored to specific communities

Consider opportunities and risks in crypto



D: DRIVING PRODUCT INNOVATION AND DIFFERENTIATION

BANKS ARE BEGINNING TO ACTIVELY EMBRACE “PURPOSEFUL BANKING” AND WHAT IT
MEANS ACROSS CUSTOMER STRATEGIES, PRODUCTS, AND OPERATIONS

«» NatWest

NatWest Groupisa
relationship bank for
a digital world.

Our Purpose
We champion potential, helping >
people, families and businesses
to thrive

Our Strategy

Cur strotagyisto daliver on our
purposaanddriva sustainabla

returns o shareholdars through
four strategie pririties.

&]2

Balancing the needs of
our customers, colleagues,
communities and shareholders.
When they succeed, so will we.
Our initial areas of focus:

Climate  Learning  Enterprise

¢ & £

Sources: Celent industry discussions and company websites

© CELENT

Bank of Ireland

Customer financial wellbeing is embedded in our
DNA—we want to help our customers make
better decisions. Financial education remains

an important issue in Ireland, with Finance being
among Ireland’s top taboos: 74% of customers are
uncomfortable talking about it. Bank of Ireland
launched a campaign to encourage more open
discussion of personal finances as part of its
Financial Wellbeing programme.

We are also experimenting with behaviour science
techniques to see how we can help customers
reduce persistent credit card debt. This might
seem counter-intuitive, but we think this will lead
to better relationships with our customers, they
will be in a better financial position, and will
ultimately need more financial services, which
hopefully the bank will benefit from as well.

BANK OF AMERICA %7

At Bank of America, we’re guided by a common purpose
to help make financial lives better, through the power
of every connection. We’re delivering on this through
responsible growth with a focus on our environmental,
social and governance (ESG) leadership.

ERSTES

At Erste, “purpose” is our most important topic.

Our customers, employees, and investors want

to know what we are here for, what our values are,
and to see if they share those values. Helping
customers prosper by helping them manage their
finances better is not just one part of our strategy,

it is THE strategy, and it’s embedded in our day-to-
day banking operations. These days, you can’t put a
proposal in front of the Board without demonstrating
how it supports the strategy.

20



D: DRIVING PRODUCT INNOVATION AND DIFFERENTIATION

FINANCIAL INSTITUTIONS ARE ALSO INCREASING THEIR COMMITMENTS TO SUPPORT
CLIMATE TRANSITION

Banks Are Increasing Their Focus on Climate Examples of Fl Activities: American Express and Santander
Risk Management Proactive Efforts PROGRESS ON OUR 2025 ENVIRONMENTAL GOALS

Energy & Rem rbon neutral erations. = Zero net GHG emissions.
Emissions

C On track
w city

f 100%
Reduc by 35% across our On track t
manay ompared to 20

\ R d baseline of 135kg per colleague

fe 9

@ Waste

“What risks is climate change “What can we do to help fight climate change?”
posing to our business?” * Promotion of green business
* Environmental initiatives .
* Reducing carbon footprint O ™

ourney to be 3¢y by 2050

@ Sourcing

Set the decarbonization targets for other

material sectors, including Oil & Gas, (O™ Align Santander power generation portfolio q\
Transport, and Mining &Metals 4 with the Paris Agreement \j

fr ore

i Stop providing financial services

emove unnecessary to power generation clients with more

single-use plastics than 10% of revenues

” Using 100% of electriclty o dependent on thermal coal
s from renewable sources —— 5
; N in all countries =
een \ cations’
n ¢ o neutral Eliminate all exposure to netzero

60 op! thermal coal mining worldwide l

2022 zozs[ 2030 “ 2050

Supporting the climate transition is one of the five major challenges
facing banks in Europe. An estimated €1.5 trillion to €2 trillion needs to

be invested in the green economy, more than twice the size of the Next N o s tr et
Generation fund.

& Santander Inthe m

ad we will disclose further details

© CELENT 21



D: DRIVING PRODUCT INNOVATION AND DIFFERENTIATION

SUSTAINABLE CARD PROGRAMS ARE ONE TANGIBLE EXAMPLE OF HOW RETAIL BANKS CAN
SUPPORT THE CLIMATE TRANSITION

Sustainable raw materials

Sustainability in Cards Issuing

t)

a

S e —

o

@ - Recycled plastic .

= . Ocean bound/sourced .

plastic .

* Biodegradable .
* Wood

sevA (IS

o

Card lifecycle
management

Batch sizes

Shipping and packaging
Renewal

Recycling

BDBS Wvcs

Cardholder engagement

*  Educate on basics

* Raise awareness of
environmental impact of
daily purchases

* Nudge into action

ALANDSBANKEN

&% NatWest AR

g CRED(I:T
2 Qe -
% Building Society & SG n tG nder Tl'lOdOS @ Bank
2 Nordea
; s
— bank treecard” .
% @ h1 Lansforsidkringar Tomorr%- YA NOVUS § Chareerea

Source: Celent
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Path Forward

O Assemble the Right Stakeholders
L Develop the Plan

O Silence the Skeptics

T

Last week | was working at a bank.
Today | am working to try and
improve the world.

Branch staff member at one of the
leaders in sustainable cards

22



D: DRIVING PRODUCT INNOVATION AND DIFFERENTIATION

Selected examples

CLIMATE, DIVERSITY, AND INCLUSION CAN BE HELPFUL LENSES WHEN LOOKING
TO DEVELOP PROPOSITIONS TAILORED TO SPECIFIC COMMUNITIES

‘Tomorrowr

https://www.tomorrow.one/

“Banking for a better future” —investing customer
deposits into sustainable projects

Customers protect the climate with every purchase. For
every euro paid with a Tomorrow card, the firm pays a
portion of interchange fees to save 1m? of rainforest from
deforestation.

A debit card made of wood is available for a fee or as part
of the premium account package.

Source: Company websites

© CELENT

GREENWOOD

https://bankgreenwood.com/

A digital mobile banking experience made for Black and
Latino customers

For each new account, Greenwood donates funds
through Goodr to feed five meals to a family.

The company gifts $10,000 every month to a Black- or
Latino-owned business; customers can give to charities
through spare change round-ups.

The accounts offer no fees, two-day early pay, and
tailored personal finance content for the Black and Latino
community.

For one and

for everyone.

When you open a digital bank account through
Greenwood, you save money, help the community,
and get paid early. Recirculating wealth. That's the
Greenwood way

Jaylight

https://joindaylight.com/

Founded by “queer millennials to solve problems we’ve
experienced already” and address unique needs of the
LGBT+ community: “different timelines, different kinds of
families, different goals and different futures”

Daylight's mobile-first accounts have the customer’s
chosen name, regardless of what their actual ID says.

Customers receive up to 10% cash back for spending at
queer bars and LGBTQ+ allied businesses.

Content is tailored to LGBT+ people. Financial coaches are
available who “champion and affirm, rather than judge.”

#CallMeByMyName

Get your chosen name on your card regardless of what your
legal ID says.

Show the world the real you

23
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D: DRIVING PRODUCT INNOVATION AND DIFFERENTIATION Example

HAVING LONG STAYED CLEAR OF CRYPTO, BANKS AND FINTECHS ARE CONSIDERING
IF AND HOW THEY SHOULD START EMBRACING IT

Potential crypto-related opportunities for financial institutions ... ... enabled by emerging partnerships
between solution providers
Crypto Trading Payments
e | _ - ®) NYDIG
Banks are beginning to consider whether they should A growing number of merchants and platforms—including
support customers buying/selling and sending/receiving high-profile ones—are accepting cryptocurrency for
crypto “directly” from their accounts. purchases (e.g., Starbucks, Microsoft, Sotheby’s, and In May 2021, FIS and NYDIG announced a
Shopify). artnership to develop a solution that
Over 4 million active Square Cash users, ~11%, have used the opify) P bles b P ks to off pth . R th
BTC service, generating US$120 million in net profit during Crypto wallets and card networks are “building bridges,” enf‘a. €s banks 1o ofter their Cf‘s o.me.rs €
the first half of 2021. PayPal saw users who purchased although currently, the vast majority of crypto-linked debit ab"_'ty to buy, sell, and hold bitcoin via
crypto through the platform logging in to PayPal twice as and credit cards convert the cryptocurrency into fiat prior to their bank accounts.
often. paying merchants. o ] )
FIS’ Digital One Mobile provides an
interface connecting consumers in-app
< with bitcoin trading services.
Crypto-Based Rewards Lending ]
NYDIG provides a secure, regulated
CustQmers are‘attracted to.traditional p.roducts such as Oppf)rtunity.to consi‘der the va.Il‘Je of crypto assets when custodial and trading platform for bitcoin
credit and debit cards offering rewards in crypto. making lending/credit risk decisions. transactions

Some players (e.g., Coinbase) lend to customers against
their crypto assets without the customer having to sell. In late 2020, FIS and NYDIG partnered with
Quontic Bank to enable the bank to be the

& GEMINI AW Some crypto fansgoas "™ first FDIC-insured financial institution in
far as borrowing money $25,000 the US to go live with a Bitcoin Rewards
to buy more crypto, e et debit card.
although this can be a BTC
risky proposition for all A
parties.

Source: Celent analysis, company websites

© CELENT

24



E: DIVERSIFYING TECHNOLOGY
TRANSFORMATION TOOLKIT

Consider use of low-/no-code platforms
Leverage composable building blocks from diverse technology partners

Build on top of increasingly verticalized cloud services



E: DIVERSIFYING TECHNOLOGY TRANSFORMATION TOOLKIT

AS DEMAND FOR TECH TALENT OUTPACES SUPPLY, BANKS ARE LOOKING AT MAKING USE
OF INCREASINGLY VERSATILE LOW/NO CODE DEVELOPMENT PLATFORMS

Where Low/No Code Platforms Work Well Today How Low Code Platforms Are Evolving

Close
(functional)
A

No or Very Low Code No or Very Low Code High Code
Proximity
to the High Code > T T
business
domain ’
Low Code Low Code —
Far
(technical)
Low > High | |
(commoditized) Differentiation (complex) |
LOW CODE HIGH CODE LOV\{ code platforms are maturing into traditionally high-code
environments
Empower the business Empower the developer Build value-adding feature o o ) .
sets and differentiated Platforms moving in this direction are focusing on deeper
Drive application Reduce friction for solutions enablement of the developer experience

development to solve repetitive processes
specific needs Introduce significant

Reuse services and ..
customization

Establish governance and capabilities
guardrails to allow business
users to create innovation

Reduce reliance on prebuilt

Leverage standardization blocks or commodity

where possible

Source: Celent

© CELENT

26



E: DIVERSIFYING TECHNOLOGY TRANSFORMATION TOOLKIT

BANKS SHOULD SEEK TO LEVERAGE COMPOSABLE BUILDING BLOCKS FROM A GROWING
ECOSYSTEM OF DIVERSE TECHNOLOGY PARTNERS IN THE CLOUD

Composable FS Technology/Capability Stack

Func. Func. Func.
Func. Func. Func. Composable

Customer Engagement * The build versus buy calculus continues to shift
Func. Func. Func.

- o
wy —

Origination & Pricing

wt

* New ecosystem partners are making it easier to mix and
match components through new sources:

Composability

Module Module

S~ . .
Modul .’ —> — Cloud services providers
API odular
— Banking-as-a-Service platforms
Module Module Regulatory/Risk/Fraud — Next-gen composable vendors
L]
Front Lending and Credit * Composable building blocks let banks:
¢ i i Layered - — Build more internally
ol .’ — Easily integrate external providers
ac .
Payments — Consume new services through the cloud
* Low-/no-code platforms allow internal teams to build
Single Monolithic Ancillary Modules composable applications internally
Stack

ﬁ Proprietary Vendor partner Ecosystem partner
Source: Celent

© CELENT
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E: DIVERSIFYING TECHNOLOGY TRANSFORMATION TOOLKIT

CLOUD SERVICES ARE BECOMING INCREASINGLY VERTICALIZED, AS PROVIDERS SEEK
TO ADDRESS SPECIFIC INDUSTRY NEEDS AND PAIN POINTS

The Evolution of Cloud Services Selected Examples of Cloud Platform

Offerings Tailored to Financial Services

> /AAzure

1 INFRASTRUCTURE

* Network and storage
*  Scalability and compute

* Virtualization of enterprise
components

Cloud platforms leveraging
developer communities and
services

Data and analytics (e.g., Al/ML)

Micro-services and cloud-native
architecture (e.g., Saa$)

Global resiliency and infrastructure

as code

“X-as-a-Service”

Hardening of security and data
protection for bank-level requirements

Auditability and traceability control
frameworks (e.g., “continuous
compliance”)

Global support for regulatory
requirements and changes

Tighter integration and support with
existing solution providers and
ecosystem providers

Support for transformation and
modernization to the cloud

SaaSs providers (e.g., cloud DB, Al/ML
platforms, low/no code) developing
functionality specific to bank needs

“X-as-a-Code” (i.e., automation)

—2000S

Source: Celent analysis

© CELENT

2010 S

Financial services cloud with an emphasis on specific
security and compliance needs for institutions

["_/ 1BM Cloud

Enterprise FS Cloud and Cloud Policy Framework;
emphasis on auditability and data encryption/security
in hybrid or public cloud deployments

Financial Services Data Cloud that is a connected
network for data-intense, regulated, and compliance-
driven use cases

Ecosystem-driven cloud for financial services CRM use
cases and capabilities

2020 S

v
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E: DIVERSIFYING TECHNOLOGY TRANSFORMATION TOOLKIT

BANKS ARE ENTERING INTO PARTNERSHIPS WITH CLOUD PLATFORMS, EITHER DIRECTLY

OR VIA THEIR SOFTWARE VENDORS

Selected Bank Partnerships with Cloud Platforms
Bankof America.
=2 T
Partnered with IBM to build a public cloud specific to financial services institutions.
Not exclusive to BofA but offers a route forward as they migrate from private cloud.

+ adWs

Hired top AWS engineer to lead its cloud technology transformation. Has migrated
production databases to AWS. Using the public cloud to launch new digital banking
propositions.

"~ IBM Cloud

/] + Google

Deutsche Bank

Partnered to create specific next-generation financial products for the public cloud. The
bank is collaborating to create a path for migration and build on engineering capabilities

and regulatory support.
Q standard /
\ chartered AZU re
®
Entered into a three-year strategic partnership, as part of a plan to have all core banking

and trading systems in the cloud by 2025. Plans to use Azure’s Al and data analytics
capabilities to automate processes and deliver “hyper-personalization” for customers

Selected Software Vendor Partnerships with Cloud Platforms

HDNCR + Google

Global strategic partnership to expand cloud availability of digital banking channel
platforms, cards and payments processing, and authentication. NCR will collaborate
with GCP on new products and services targeting financial services.

I\CI _I_ /AAzure

UNIVERSAL PAYMENTS
Announced cloud payment strategy leveraging Microsoft Azure to deliver payment
solutions in the public cloud. ACI and Microsoft will collaborate to provide real time
and digital payment offerings to financial institutions.

) MAMBU 4+ aws

Running SaaS core platform on AWS, achieving “Financial Services Competency” that
takes into account architectural best practices, industry expertise, and
security/compliance certifications.

W TEMENOS + ( 5mmcioud

Announced the availability of Temenos Transact next-generation core banking with
Red Hat OpenShift on IBM Cloud to accelerate hybrid cloud adoption within the
financial services industry.

Source: Public announcements
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SUMMARY: KEY TECHNOLOGY TRENDS AND IMPERATIVES FOR RETAIL BANKS IN 2022

A. Optimizing Customer Engagement and Delivery

Continue with improvements in digital account opening

and servicing and measure success

Complement digital channels with human assistance;
give customer-facing staff the right tools

Maintain efforts to rationalize the branch portfolio

B. Embracing Disruptive Imperatives in
Payments and Lending

Differentiate through card experiences
Decide on BNPL—hope or hype?

Reexamine solutions across the credit lifecycle

Source: Celent
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C. Taking an Ecosystem Approach to Growth
Determine your open ecosystem strategy
Decide how to commercialize Open Banking

Consider opportunities and threats in Open Banking Payments

D. Driving Product Innovation and Differentiation

Decide what “purpose” means to you and your strategy

Find the “white spaces” to develop offerings tailored to
specific communities

Consider opportunities and risks in crypto

E. Diversifying Technology Transformation Toolkit
Consider use of low-/no-code platforms

Leverage composable building blocks from diverse
technology partners

Build on top of increasingly verticalized cloud services

30



SELECTED EXAMPLES OF RECENT CELENT RETAIL BANKING RESEARCH

Optimizing Customer
Engagement and Delivery

Embracing Disruptive
Imperatives in Payments
and Lending

Taking an Ecosystem
Approach to Growth

Driving Product
Innovation and Differentiation

Diversifying Technology
Transformation Toolkit

Digital Account Opening: You Can Only Improve What You Measure

State of Digital Customer Acquisition: Much Work Remains

Digital Customer Engagement Platforms

Customer Communications Management Vendors 2021: Retail Banking Edition
COVID-19's Impact on NA Branch Banking

Top Trends in Global Retail Lending 2020-2021

Loan eClosing Technology for a Socially Distanced World

Optimizing the Consumer Credit Life Cycle

Ensuring Payment Systems Resilience: Mission Critical, Not Mission Impossible
The Payments Industry: Managing Through and Beyond the Pandemic

Demystifying Embedded Finance: Promise and Peril for Banks

The Steady Rise of Open Banking: Laying the Foundations for Open Finance

Now Is the Time for Open Banking Payments

The Evolution of Europe’s TPP Ecosystem: Assessing the Health of Open Banking
Parsing the Data Aggregation Landscape in the US

Saving the Planet with Sustainable Card Programmes
Digital Maturity in Banking: Conversations with Tier 1 Banks
Becoming an Agile Bank

Varo Bank: Celent Model Bank of the Year 2021

Top Technology Priorities for Retail Banks in 2021

Low/No Code Vendors in Banking

IT Services Vendors in Banking: 2021 Retail Banking Edition

Tech Spending During COVID-19: The Road to Normalcy in 2021
Technology Modernization and the Role of the Ecosystem
Cobiscorp: Accelerating Client Migration to the Cloud with COBIS SL

© CELENT
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Head of Retail Banking
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How Celent Can Help?

S
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Advisory & Research

Expert insights delivered by Celent analysts, leveraging original
and curated content on the platform

Consulting
Bespoke client consulting, leveraging content on the platform

Knowledge Platform

Core infrastructure for the capture and presentation of all
of Celent’s research

Digital Services
Solutions to help financial institutions manage their
technology with benchmarking capabilities
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