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Definition and scope of FinTech

FinTech activities can be broadly classified into seven major segments/use-cases:

What does FinTech mean?

FinTech (financial technology) is technolo = . . . , .
applied ir(1 financial aspectsgo%)business (egg 4 v, Core Banking: Includes services such as internet banking, mobile
new software and applications, platforms .or” > | ! banking, social banking, business management/accounting, bank
) 1 \ /2 e . . - .
technology-driven models) in Banking, Financial ==~ reconciliation, and invoicing Y,
Services, and Insurance (BFSI) industries 4 . . . . N
( ) |( Lending: Includes processes such as credit scoring, underwriting, P2P
> lending, and processing secured/unsecured loans using online platform
Drivers for FinTech L Sl and technologies (e.g., blockchain) )
Eapédlzg?q c(:jon'ilm_;ous evolution of demand in 7. Payments: Includes processes around payment gateways, e-payments,
eI n UT rty. t adotion driving d d > I= P2P payments, digital currencies (e.g., bitcoin), online receipts, money
¢ 'ncreasing Internet adoplion driving deman transfer, foreign remittances, and billing

for technology-enabled financial solutions J

e Movement toward financial inclusion
requiring the BFSI sector to expand its reach

e Increase in demand for
customized/personalized financial

\
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products/services 4 > Capital Markets: Includes activities such as trading, crowdfunding,

{ 1l )
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Personal Finance Management (PFM): Includes development of tools
to enable users to manage their personal bills, accounts, credit, and
money by visualizing spending trends in order to better plan their budget/

* Uptick IN €-COMMETCE SErvices driving robo-advisory, investments / funds / assets / cash flow management,
growth in digital payment solutions data analytics, and incubation

J
N
The FinTech ecosystem comprises R Risk Management: Includes services such as fraud prevention, credit
e Financial services institutions <
e Consumers of financial services = Insurance: Includes processes and activities such as creation of online
e Investors _ —> insurance distribution platform, automation of claims, and tailoring
e Government regulatory bodies | = usage-based insurance products and services )
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Scope and methodology of the research

Scope of this report

S Q 290

Representative players

FinTech startups and
Global In-house Centers (GICs)

Services Geography

FinTech segments/use- Offshore, nearshore,
cases in the BFSI domain and onshore locations

Methodology
In this research, we analyze leading locations that have FinTech delivery capabilities. The report is broadly divided into three segments:

> B N

Compendium of emerging hubs

Relative assessment of emerging
FinTech hubs

FinTech market landscape

Perspectives on investment trends,
technological evolution, key use-cases,
and drivers for FinTech

Source: Everest Group (2018)
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Provides detailed location profile on
each of the 19 emerging FinTech hubs.
The location profiles include
perspectives around FinTech market
activity, breadth and depth of service
delivery, and key regulations/incentives
relevant for FinTech delivery



R
Overview and abbreviated summary of key messages

This report focuses on the global delivery of FinTech services across emerging hub locations. The report covers FinTech market
landscape with a focus on the way new age consumer demands are transforming delivery of financial services. It also provides
detailed assessment and relative attractiveness of 19 emerging hub locations for FinTech delivery baselined against three
locations that are the most mature for FinTech delivery and have predominantly been the hotspots for investment.

Some of the findings in this report, among others, are:

e Global investment in FinTech ventures witnessed strong growth in 2017 and reached an all-time high with net funding value of
US$30-32 billion
— The growth was largely driven by increasing need for better consumer experience, customer demand for innovative
technology-based solutions, and increased government support (e.g., incentives and tax benefits) for investors

e At an overall level, although significant proportion of FinTech investments continues to be concentrated in mature hubs (such
as the United States, London, and Hong Kong), evidence of uptick in FinTech activity in emerging hubs (such as Mumbai,
Bangalore, Singapore, Sao Paulo, and Dublin) driven by talent and cost pressures in mature locations
— Across locations, the United States accounted for almost half of the total global investment in 2017

e For FinTech successful delivery, innovation potential along with talent availability, cost saving potential, and delivery
efficiencies will drive location selection
— From innovation potential standpoint, San Francisco, London, and Hong Kong are the most attractive locations. These
locations also have presence of a large employed pool, however, these locations have a high cost of operations given high
people and real estate costs

— Offshore locations such as Dublin, Tel Aviv, and Singapore also provide a strong innovation ecosystem and can be
leveraged to support FinTech services with moderate to low cost savings potential

A ® Copyright © 2018, Everest Global, Inc.
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This study offers a deep dive into key aspects of FinTech market
landscape and best-fit emerging locations for Fintech activity; below
are four charts to illustrate the depth of the report

Growth of global FinTech funding value

Growth of global FinTech funding value
2016-2017; US$ billion

°]
A2 30-32

25-27

2016 2017

Relative attractiveness of location based of multiple parameters

FinTech-enabling ecosystem captures the attractiveness

of business enablers to support FinTech services in the

location. This includes assessment of multiple dimensions
such as attractiveness of the innovation support system

x and delivery maturity of financial services

-~

Breadth of
service delivery

FinTech enabling
ecosystem

Innovation
potential

Number of FinTech players captures the attractiveness of
the location for market players delivering FinTech services

Breadth of service delivery captures the market maturity
across the seven FinTech use-cases/segments in the
location. Maturity of each use-case/segment is estimated
based on the number of companies in the category
present in the location

Number of key
FinTech players

| Evolution of FinTech market landscape

Financial institutions are increasingly preparing themselves for changes

in business models, to include:

o Digitalization at the core of business operations

e Open and collaborative innovation to build superior products

o Leverage of "asset sharing model” to drive joint innovation

e Adoption of FinTech-as-a-service model to offer on-demand scalability

As the market grows, players are looking at multiple new-age technologies:

e Emerging technologies, such as Machine Learning (ML) / Artificial
Intelligence (Al), predictive/behavioral analytics, and data-driven
marketing can enable better customer experience
o Distributed Ledger Technology (DLT), cloud & quantum computing,
automation, and robotics can transform the product design cycle
New business
models
Concurrently, players are also exploring opportunities for investments
and partnerships:
o Large financial institutions are looking to build their own
FinTechs rather than investing or acquiring the existing ones
© Banks are willing to partner with Regulatory Technology
(RegTech) firms to empower Risk Management capabilities
o Capital Markets infrastructure is being increasingly leveraged
to support fund raising

New technologies

Investments,
partnerships,
and M&As

| Detailed location profile for 19 emerging hubs

Level of maturity: @88 High @@ Medium Low ILLUSTRATIVE

Overview

o Key players (2018): Number of firms (e.g., 80 to 100)
e Employed talent pool (2018): Number of FTEs (e.g., 8,000 to 10,000)
e Key facts, trends, and developments:
—  Drivers and barriers faced by FinTechs in the region
— Key activities undertaken by FinTech startups, incumbent banks, GICs, and FinTech communities
— Recent M&A deals, partnerships, and collaborations undertaken by financial institutions in order to offer FinTech services in the region
e Regulations and incentives:
— Key regulations and taxation policy regarding FinTechs in the region
—  Flagship government programs to promote FinTech activity in the region

Use-case category Maturity

Key players

Core Banking

Lending

Payments
PFM

Names of key FinTech startups and GICs in each category

Capital Markets

Risk Management

Insurance

/aerest Group®

RESEARCH

Copyright © 2018, Everest Global, Inc.
EGR-2018-37-CA-2854




e
Research calendar - Locations Insider™
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"Next-wave" Location Profile — Johannesburg, South Africa ... August 2018
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Additional Locations Insider™ research references

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

1. Global In-house Center (GIC) Landscape Annual Report 2018 — GICs Emerging as Innovation CoEs for Global Enterprises
(EGR-2018-34-R-1897); 2018. This report provides an in-depth analysis of the GIC landscape and trends. It covers market size, growth, and distribution
of GICs by buyer portfolio, scale, functions supported, and offshore delivery locations. The location section covers GIC activity across India, Rest of Asia,
Central & Eastern Europe (CEE), Rest of Nearshore Europe (RONE), Latin America, and Middle East & Africa

2. Talent Model and Location Hotspots for Service Delivery Automation (SDA) Center of Excellence (CoE) (EGR-2017-2-R-2283); 2017.
In this report, Everest Group provides an in-depth assessment of the type of talent required, hiring strategy, and global locations landscape for SDA CoE

3. Bridging the Talent Gap: Global Hotspots for Analytics Services (EGR-2016-2-R-1911); 2016. The report provides an overview of the current state
of analytics services adoption across industry verticals and identifies top locations for sourcing analytics delivery globally, considering the cost-talent

trade-off

For more information on this and other research published by Everest Group, please contact us:
Anurag Srivastava, Vice President, Global sourcing anurag.srivastava@everestgrp.com
Anish Agarwal, Senior Analyst, Global sourcing anish.agarwal@everestgrp.com
Chirag Bhatia, Senior Analyst, Global sourcing chirag.bhatia@everestgrp.com
Samyak Mittal, Senior Analyst, Global sourcing samyak.mittal@everestgrp.com
Global Sourcing Team gsresearch@everestgrp.com
Website: www.everestgrp.com | Phone: +1-214-451-3000 | Email: info@everestgrp.com
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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 empower 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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