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Background and scope of the research
This report studies the FinTech landscape to understand how FinTech firms

are using technology to disrupt the financial services industry

Background of this research

Increasing regulations since Legacy banking infrastructure Evolving customer needs, Proliferation of connected

the financial crisis of 2008 and resistance to change pervasiveness of digital devices, significant

have put significant constraints traditional business processes technology such as cloud, enhancement in connectivity

on the ability of BFSI* fundamentally slow down the social, mobile, 10T%, and big infrastructure, and

enterprises to innovate and ability of BFSI enterprises to data analytics, along with advancement in technologies

adopt digital technologies respond to evolving consumer regulatory environment provide opportunity to create
needs (e.g., PSD21?) are fostering superior customer experiences

innovation

All these factors have supported the growth of FinTech firms — startups in the financial services domain that leverage technology to

create value for stakeholders in the financial services industry. The FinTech revolution is changing the dynamics of competitive forces in
the BFSI! industry and provides customers with alternatives to traditional banking players for their financial needs

e In this research, we attempt to identify how FinTech firms are disrupting the BFSI industry

We present a framework to understand how FinTech firms create value for their customers using

[ ]
Scope of this research digital technologies

e We also assess the impact of technologies, such as big data, Artificial Intelligence (Al), Machine
Learning (ML), and blockchain, on the future of FinTech

1: Payment Service Directive 2 (PSD2), Internet of Things (IoT), and Banking Financial Services and Insurance (BFSI)
Source: Everest Group (2016)
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This report contains insights on the FinTech landscape

This report deconstructs the financial services start-up firms that use technology to solve customer and business problems. FinTech firms
are reimagining business models using technology & partnerships to create value for customers. In this report we attempt to deconstruct how
FinTech firms create this value. We use nine FinTech areas such as SME financing, rob-advisors, insurance marketplaces, and
cryptocurrencies among others as examples to explain how FinTech firms generate value and the business problem they solve. We also
provide an overview of technologies used by FinTech firms and its business impact. This report also covers key trends in the FinTech
landscape and an overview of how traditional financial services firms respond to the current wave of FinTech disruption.

This report provides several illustrations to detail the findings of our research, two examples are shown below:

Business impact of key technology themes: Technology is at
the core of all FinTech initiatives and help create business
value

Business impact

Big data | » ¢ Improve underwriting of loans and insurance
and analytics e Advanced risk and fraud analytics; Customer behavior analytics

L 4
.

Customer retention through spending/usage patterns analysis; Enhance
claims management; Improve customer experience

Cloud, virtualization,
and legacy I >
modernization

Cloud to reduce fixed cost (SaaS solutions for non-core functions) and
reduce IT costs
Joumney to adopt digital technologies

e Address customer grievances, better understand their requirements
(listening through social media) — voice of customer. Recruitment and
employee engagement through social media

Social media 5

Mobility,
gamification, >
and self-service

Workforce productivity enablement and agent/broker engagement;
Mobile training
e Customer experience enhancement through mobile channels

Education of customers and self-service to reduce costs; Automate &
augment sales process
Enable faster decision making empowering sales and agents

Al and automation >

Improve existing processes in the financial services industry

Distributed Ledgers r — >
o Reduce costs and improve user experience

Open platforms
and APls applications on open banking platforms in a plug and play manner

Provide customers with more options as third parties can create

Copyright © 2016, Everest Giobal, Inc.
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« Manage usage-based insurance solutions leveraging proprietary devices

Growth areas of payments and lending will continue to mature
& consolidate; white spaces in capital markets and insurance
to drive FinTech growth

@ .

e Competition will intensify in the
incremental FinTech segment

o BFSI enterprises are looking out for
innovation through investments,
hackathons, and partnerships

o Disruption FinTech firms will look to

in
through white labelling / licensing of
o Growth areas, such as payments, their technology
personal finance management, and

lending, will mature

This will drive growth of the
collaboration FinTech segment o Cognitive banking, open banking
(APIs"), and i
are next-generation technologies
empowering disruption in FinTech

This will be followed by muitiple waves o Incremental firms need to either scale
of consolidation and potential up or tumn to collaboration with banks to

acquisition by large BFSI firms gain scale

The insurance segment is ripe for disruption through new underwriting & risk management modets and the use of technologies such
as loT and big data & analytics. The InsurTech' segment will witness increased FinTech activity

Next wave of FinTech growth opportunities
Open banking Trade finance PZ!’/connected Frau,j Idenmy an'd Blockchain
platforms insurance analytics authentication

1: InsurTech (FinTech firms focusing on insurance sub-segment): Application Intertace (AP1)
Source: Everest Group (2016)
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Glossary of key terms used in this report

API

BFSI
Blockchain
Buyer
CAGR

InsurTech

loT
ITO

KYC
LoBs
M&A
RegTech

Service provider
Sl

/aerest Group

RESEARCH

Application Programmable Interface

Banking, Financial Services, and Insurance industry

Distributed ledger (database) containing cryptographically signed transactions

The company/entity that purchases outsourcing services from a provider of such services

Compound Annual Growth Rate refers to the year-over-year growth rate over a multiple-year period.
CAGR is calculated as: CAGR = (current value/base value)(1/number of years) — 1

Refer to all start-ups that leverage technology to solve customer and business problems in insurance
industry

Internet of Thing

Information Technology Outsourcing is the transfer of ownership of some or all information technology
processes or functions to a service provider. This could include administrative, delivery, or management-
related processes or functions

Know Your Customer
Lines of Businesses
Mergers and Acquisitions

Refer to all start-ups that leverage technology to solve business problems for governance, risk, and
compliance

A company/entity that supplies outsourcing services to another company/entity
Systems Integration
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BFSI ITS research calendar

- Published - Current

Topic Release date

IT Applications Outsourcing in Insurance — Service Provider Profiles Compendium — 2015 January 2016
Blockchain in BFSI — Looking Beyond the Hype March 2016

IT Outsourcing in Banking — Annual Report 2016 June 2016

Digital Effectiveness in U.S. Retail Banking — APEX Matrix™ to Identify the Digital Banking Leaders 2016 July 2016

IT Outsourcing in Global Banking — Service Provider Landscape with PEAK Matrix™ Assessment 2016 and Profiles Compendium August 2016
Digital Effectiveness in Europe Retail Banking — APEX Matrix™ to Identify the Digital Banking Leaders 2016 August 2016
IT Outsourcing in Banking — Annual Report 2016: Simplify the Bank August 2016
IT Outsourcing in Global Capital markets — Service Provider Landscape with PEAK Matrix™ Assessment 2016 September 2016
Mobility in Banking— Service Provider Landscape with PEAK Matrix™ Assessment 2016 November 2016

IT Outsourcing in Insurance — Service Provider Landscape with PEAK Matrix™ Assessment 2016 November 2016

FinTech Deconstructed — Enablers or DiSrUptOrS ? oo November 2016

IT Outsourcing in Insurance — Annual Report 2016 Q4 2016
Mobility in Insurance — Service Provider Landscape with PEAK Matrix™ Assessment2016 ___________ . Q4 2016
Analytics in Banking — Service Provider Landscape with PEAK Matrix™ Assessment2016 .. Q4 2016
Analytics in Insurance — Service Provider Landscape with PEAK Matrix™ Assessment2016 . . Q4 2016
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e
Additional research references

The following documents are recommended for additional insight into the topic covered in this report. The recommended
documents either provide additional details on the topic or complementary content that may be of interest.

1. Blockchain in BFSI - Looking beyond the hype (EGR-2016-11-R-1725); 2016. This report provides an overview of blockchain
technology and its impact on global BFSI sector. The report covers the market trends, enterprise priorities and key investment themes
related to blockchain. The report helps financial services institution and service provider cut through the hype and understand the current
state of adoption and the future promise of blockchain

2. BFSI Digital Adoption Trends — The Investment Enigma for BFSI Enterprises: Where to Invest? (EGR-2016-4-R-1720); 2016.
This report assesses the current state of digital adoption in BFSI enterprises. The report establishes a definitional framework for digital
adoption, provides insights into the forces driving the adoption, assessing current state of adoption, and identifying implications for
enterprises and service providers in their digital investments

3. Smart contracts in BFSI — Life in the smart lane (EGR-2016-11-R-1910); 2016. This report presents a deep dive assessment of smart
contracts technology. This report defines smart contracts and the components of the smart contracts ecosystem. We also explore use
cases across sectors with a primary focus on the application in the BFSI vertical. This report identifies the benefits of smart contracts
technology and key market trends. This research identifies the opportunities, challenges, and key success factors for BFSI enterprises
looking to leverage the smart contracts and distributed ledger technology. The research also captures evolving trends, market dynamics,
and emerging priorities of enterprises

For more information on this and other research published by Everest Group, please contact us:

Jimit Arora, Partner: jimit.arora@everestgrp.com
Aaditya Jain, Senior Analyst: aaditya.jain@everestgrp.com
Archit Mishra, Senior Analyst: archit.mishra@everestgrp.com
Ronak Doshi, Senior Analyst: ronak.doshi@everestgrp.com

Website: www.everestgrp.com | Phone: +1-214-451-3000 | Email: info@everestgrp.com
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Everest Group

From insight to action.

About Everest Group

Everest Group is a consulting and research firm focused on strategic IT, business
services, and sourcing. We are trusted advisors to senior executives of leading
enterprises, providers, and investors. Our firm helps clients improve operational
and financial performance through a hands-on process that supports them in
making well-informed decisions that deliver high-impact results and achieve
sustained value. Our insight and guidance empowers clients to improve
organizational efficiency, effectiveness, agility, and responsiveness. What sets
Everest Group apart is the integration of deep sourcing knowledge, problem-
solving skills and original research. Details and in-depth content are available at

www.everestgrp.com.
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