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FinTech players are disrupting Financial 5&Wodsbarriers
need to be overcome to support HmMchndnablennovation?

World Economic Forum Economist

CEOQOs

"They all want to eat our lunch."
Jamie Dimon, JP Morgan Chase CEO

"We are on the leading edge of a technol

Anthony Jenkins, Barclays G
"Banks are losing their monopoly in banking."
"In the future, BBVA will be a software company!"
Francisco Gonzélez, BBVA CEO

"Fintech 2.0 cowudedcinelg

revolution in financial services.*

gy

inz at I0osre@ ml

across core elements of the vathain™

0 What is theurrent statusf the Dutch FinTeelctor and level of innovatibn )

What are tHesy barrier$o overcome in order to enable

FinTech in’hovatio@

Dutch financial market?

e How can these barriers be overcemabie and accelerate innovatiothe )

Source: Roland Berger

160121 Barriers_to_FinTech_innovation

Santander Innoventuri

_Final_Dfraf2.pptx
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This research Is based on a multifaceted methodology: Expe
Interviews, legal round table, survey and desk research and

Research methodology

o
I\

Extensive expert interviews

> 20interviews with a broad range of experts
fromFinTechs, venture capital fands
banks

> Key topics: (position of Dutch government
towards) financial innovation in NL, rules &
regulations, regulatory supervision
FinTeclecosystem

Legal round table ||

> 15 legal experts on regulation with
respect to finan@alvices

> Focus on proposed amendments to t
sytem of rules and regulation to enaba:
FinTeclstartup$o innovate

> Experiences with regulators fro
a legal perspective

METHODOLO(

> Focus on validation and
processing of perspectives that
were shared during interviews

> Research anternational best practices
regarding regulation, government support and
FinTech ecosytems

> Analysis of global trends and investments
Desk research and analysis

Source: Roland Berger

> Questionnaire was sent out to a},—\

broad range siartupsbank

innovation managers and other

innovation experts }

> Focus on experiences mwijlators frorr\@\‘f’ >
a business perspective >

> Results have been used as input for t_ >~
extensive expert interviews

Holland FinTech regulation survei/”

160121 _Barriers_to_FinTech_innovation_Final_Dfrafs.pptx
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Executive summary

> FinTech is gaining traction, with key (digital) trends reshaping the Financial Servic¢bdFS vialdestayn will b;
unbundled, and new financial solutions will be introduced

> FinTech is crucial for the Netherlandthgigentribution of Financial Services to ouopDP (7
> In particular, FinTech innovations will have a broader impact than just Financial Services and could enable

O FINTECH Berger l '

efficiency

improvements in other industkieg examples are the healthcare anddegaies D

> Currently the FinTeelator in the Netherlands is hindered by 3 key barrieasidyagislity of regulasind legal \
framework, regulatory execution/supervision and collaboration:

i Current regulation and legal framework do not cater to various new FinTech applicationsdditidacklylarity
regulation is not aligned across Europe; regulation in the Netherlands is among thieusbpetéstgvitmmealing
with Payments Services Providers)

T Regulatory supervisory authatgeshort on knowledge and coordination, and dedssilienefssiacking
however AFMcently created a dedicated FinTech team that will help to improve on current attention poin

T There is room for improved structured (international) collaboration between startups, banks and the gov

=14

ts
ernment

> |n countries with a rolbiisTech sector, governments developed a strong vision for the sector which helped t¢
these barriefghe governmemive proven their ability to drive sucresafives as e.g. performed with Pharmay

N
©

\

> Thegovernment's prioistyo develop a vision of the FinTech sector within the Natgh#raadwition toflant \
runner and develop a leading FinTech sector or is the ambition to facilitate only and be a follower?

> Regardless of which course the government takes, clarification/alignmeohad. gedpitatikahaimaguired a
position as a leader requires more competitive regulation, coordinated and cooperative supervision to joint
support FinTeghowtland more and broacfaboration

) gvercome

y experimel

> Ajoint effort from government, supervisory authorities and market players based on a strong vision can ov¢
identified arsevelop a leading FinTech hub, which can serve as the gateway between London and contirﬁv

Source: Roland Berger 160121 Barriers_to_FinTech_innovation_Fin

srcome the |
ital Europe

al_Dfaff.pptx
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Financial Technology (FinTeahhesof business that uses
technology to offienovative solutions in Financial Services

FinTech: Definition and key examples

/VVhat IS It? Selected examples

> Financialechnologglso known
-@ FinTeclffers innovative solutions: -\@ Placdy ™
v [ o :

as FinTech, is a line of busines
Cashless payments at a retailer

that uses technology to offer
Fnanciabervices products

Pee#topeerending platform
Robotic trading

> FinTech companies often build

fully digital operations to delive
theirservices and have opened : . :
up both businetsbusiness and Online credit scoring
businesto-customer Alternative digital curréBagoin
opportunities

> TheFinTech ecosystem
encompassesicompanies that
engagen financial technological

innovationi.e. iis not only

dedicated to startups

® \
—® FinTecldoes not further devexisting “Qﬁ,\
(complex) produé&tservices:

Collateralizetkbtobligation
Mortgagbacked securities
Creditdefaulswaps

Source: Expert interviews; Roland Berger 160121 _Barriers_to_FinTech_innovation_Final_Dfraf6.pptx
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FinTech is crucial for the Netherlands given the contribution
Financial Services to our GDP (7%)

Selection of countries assessed and financial sector characteristics

Added value FS, 2014 Banking assets, 2014

[share of GDP] [factor of GDP]
== United Kingdom 7.1% 4.4
IE switzerland 9.5% 5.3x
B Germany 3.7% 2.4x
e AUstria 4.1% 3.4x
e SWeden 4.1% 3.9x
P Luxembourg 23.5% 15,1x
s Norway 4.3% 1.7x
e Netherlands 7.0% 3.8x

Source: Eurostat; Bank of England; Swiss National Bank; Norges Bank; Roland Berger 160121 _Barriers_to_FinTech_innovation_Final_Dfaff.pptx
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Increase In global funding astmtys attractiveness of innovati
FinTech European FinTech market currently dominated by U

Global FinTech funding [USD m]

Global FinTech funding, 2014 Major funding raised in Eurdp2015
Global, 2068014 [USD m; # of deals]

Alternative lending 292
15,000~ - 800 N J
10,000- - 600 2 % P2P lending 150
- 400
>0 -200 | 3 Zettle  Mobile payments 134
0- L0
2008 2009 2010 2011 2012 2013 2014 4 Money transfer servideS(0
Other AsiaPacific [l Europe [ USA Global deal volume
5 Money transfer servicés3
WithirEurope theK and Irelandccounted fd2% of funding
il 3Tl 6 P2P lending & investing4
Nordics 23%
Netherlands 21%, of which USD 250 m (~82%) for Adyen | | ( 5= Bitcoin infrastructure 20
German) 6%
/ 8 Crossborder payments]8
Others 8% currency cloud

1) Based on USD / EUR = 1.11 (average exchange rate of 2015)

Source: CB Insighs; CrunchBasend Berger 160121 _Barriers_to_FinTech_innovation_Final_Dfra®.pptx
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Traditional "&ftone" banks are today threatened all along the
value chain by FinTech startups as well as other sector playe

4 Traditional N\

Players from Exploitation of their clientbase  players in FinTech
other sectors startups

\_ financial services /

Checking account / acc PERSONAL
. . CAPITAL
aggregation servig

I Manuvic. PS8 " i bint (¢, Nest
. I EALTH

@ Industrials

Québec fae

...........

A CANADIAN 4
\ TIRE

Consumer IO&”’SEF&.‘:&LC.AL B Borrowel  TrUlicx

(JryFinancer:  HiLendingClub

Loans for SMEs &
entrepreneuls KieksTarTer iiLendingClub

cr.-wdfund @FUNDLY m&ﬁ&'

—>
facebook. ;.; .

a, ebay
Google

Brokerage

. E3¥ TRADE
Internet giants

Consultin Jm q’ FutureAdvisor

WEALTHSIMPLE

= TeLus ) ROGERS' Paymenf  PayPal Berkeley

() shopify & Paymentus """ " "
Forex/ monetaly ©pitcoin
N

COSTCO % Telco & others

S=—WHOLESALE

Source: Expert interviews; Company wBldited;Berger 160121 Barriers_to_FinTech_innovation_Final_Dfraf.pptx
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Key FinTech trends will impact all functionalities and reshape
Financial Services industry

Trends in FinTech and the impact on the Financial Services (FS) sector

Key disruptive trends Impact on FS sector

® 6

Alternative banking

Deposits

Lean, automated Big channels
processes data
@ @ Alternative lending
Pee#to- Alternative Social credit Alternative cresibring
peer adjudication scoring Shifting customer preference

e O @ Empowered investors

Social Automated advice &Empowered  Retail
trading wealth managemer@ngel investorsAlgorithmic

® 0 O O

Mobile Streamlined Integrated  Next gen.
payments payments billing security

Process externalization
Crowd funding

Cashless world
Payment

Emerging payment rails

SourceWorld Economic Forum; Roland Berger 160121 Barriers_to_FinTech_innovation_Final_Dfraft@ptx
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FinTecimnovations enable efficiency improvements in other
Industries, such as the blockchain for healthcare and the lega

Potential applications of FinTech innovations in other sectors

Healthcare Trade and logistics systems Legal taxes and government

> Healthcare is EUR ~100 bn industry;> Blockchain technology can be used > Blockchaitechnology cée used to
~20% of expenses are administrative to simplify international transactions verify the authenticity of legal

> Crowdfunding technology can provide aand verification of unknown third documentation, approval processes,
new and/or additional source of fundingparties in other countries agreement managemeswendigital
for healthcare institutions and potentiallf¥inTech can simplify the execution of  identityalidation trusted third parties
create a community around a group of transactions and result irtireal will not be required anymore
healthcare institutions and straighihrougprocessing of > Smartontractarecomputer programs

> The current-partysetugetween transactions, facilitating the that can automatically exdeutesof
patient, insurer and healthcare providerintegration of value chains and more acontract, through predefined rules and
results imomplex armbstly processes  efficient logistics management measures (e.g. in Codius or Ethereum)

> FinTech can be used to simplify payment

flows in healthcare Blockchain

Blockchaiis aninnovative programming systémat allowsontractso become fully digatadlautomaticakxecutedjalidated by technologgther
thamathird party like a notary

Blockchairis a technology that allomestareate a shared record of events and transatioyielieve thatdzkchain technology could be used t

trackand verify almost any digitatord
The Bank of England (BoE) launched an initiative to uncosecietgasiohbusineger which blockchain technology witidmsigderable impact

Source: CBS; Health Affairs; Roland Berger 160121 Barriers_to_FinTech_innovation_Final_Dfaft.pptx
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