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Competitive Landscape Now Driven by Tech...

Percentage of Bank Executives Who See the Following Types of Companies as
Significant Threats in the Coming Decade

( Fintech (e.g., Credit Karma, PayPal, Square) 6% 47% )

49%

Big Tech (e.g., Amazon, Apple, Google)

35%

36%

Megabanks 349%

28%

Challenger banks (e.g., Chime, Varo) 33%

23%
22%

Credit unions

18%

Community banks 18%

m2021 m2022

Source: Cornerstone Advisors survey of 300 U.S.-based community financial institution executives, 2021-2022



Banks Believe Core Vendors Are Slowing Them Down

Financial Institutions' "Big Frustrations" With Their Core Systems Vendor

Speed to market/pace of new improvements
Difficulty in integration with 3rd party systems
Limited ability to customize the system
Functionality gaps in the system

Total cost of the system

Weaknesses in reporting and data analytics
Understanding our business and priorities
User-friendliness/user interface

User support and training to leverage the system

Day-to-day reliability and uptime




So Are Core:Fintech Partnerships The Solution?
AMERICAN BANKER.

Fintech friendly

Core-banking software providers have established an array of partnerships with

Vendor Selected fintech partners

Hosts marketplace of 180 fintech
apps
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Flybits, Kore.ai, SavvyMoney

Operates referral network that
matches fintechs with sponsor OakNorth, Railz, Stratyfy
banks; runs fintech accelerator

Courts fintechs that fill technology

gaps for bank clients; sponsors a FutureFuel.io, NYDIG, StreetShares
fintech accelerator

Gives fintechs access to the same

API on which its Banno digital Alloy, Autobooks, Plaid
banking platform is built

Fiserv is not alone: FIS, Jack Henry and Finastra are also building technology bridges between

traditional financial institutions and innovative fintech companies, in efforts that have sprung



Fintech in the eye of the beholder

O CANAPI

Investment Opportunities: _

Fintech can be an investment and

cis Q2

Mature/Traditional vendors: Fintech is how
I:N ASTRA established bank technology vendors describe
.~ flserv_ themselves to appear progressive and highlight

revenue diversification strategy, investment in their offerings. N
even ifthe Fl does not initially use PSCU
the system H @ NCR
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Any Fintech company .
can be several of / A’Ikaml
MANTL . _
aﬁm - New vendors: Fintech companies

these

can be limited to newer, start-up
companies offering solutions using
newer platforms and tools
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Competitors: Fintech companies can Chlme

be startups founded for the purpose Partners ﬁnZI

of disrupting incumbent financial y p O S

systems, companies and businesses. / technologies
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SofFi
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S uare Partners: Some Fintechs can pursue strategic
q BLOCK partnerships with established financial players to
scale their business.
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Recent Fintech Trends: Crypto Winter

h

July 28,2022
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Voyager Digital Assets, Inc., a leading cryptocurrency brokerage and lending

platform, filed for Chapter 11 bankruptey protection on July 5, 2022 in the
Southern District of New York following a recent financial crisis impacting
the crypto industry, which investors are calling the “crypto winter.” The

filing was followed by the Chapter 11 bankruptey of Celsius Networks. While

Voyager: The Convergence of Chapter 11 and the
Crypto Winter

(9 Send) (4> Embed)

WRITTEN BY:
Bracewell LLP

ﬂ Robert Burns
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Seth DuCharme
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Recent Fintech Trends: Cost of Funds Matters Again

@ bankrate.com/banking/savings/best-high-yield-interests-savings-accounts/#best-hysa

ON THIS PAGE Best high-yield savings accounts for October 2022

Best high-yield savings accounts

. UFB Direct — 3.16% APY, $0 minimum opening deposit
How to choose a high-yield savings ufb DIR ECT Rl © ’ P g dep
account * ok kT 29 Overview
What to know about high-yield savings E,; 3.16% APY The UFB Direct Rewards Savings account has one of the highest yields
accounts available and it offers ATM access. The account offers the same yield on
Kg) $0 minimum opening . . - )
. every balance and it doesn’t require a minimum balance at account opening.

Pros and cons of high-yield savings deposit
accounts
How to open a high-yield savings Why we chose it v
account
Alternatives to high-yield savings What to watch for v
accounts
High-yield savings account FAQs
Research methodology LendingClub Bank - 3.12% APY, $100 minimum opening

deposit

Overview

EE] 3a2%APY

LendingClub Bank’s online savings account doesn’t have a monthly service
o P . s
5’-@ $100 minimum opening fee and it will help you earn a top-tier yield on your savings. Although you'll
deposit need to do your banking online, LendingClub Bank offers access to an ATM
card so customers can deposit cash and make withdrawals. There is no

minimum balance required to earn interest.
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Recent Fintech Trends: Fintech Frothiness Subsides

$104B § 51078 g $9.88 $1358 § 51168 § 51278 @ $11.6B | $11.38 § 51228 |§ $13.18 | 51298 | $28.4B § 538.0B
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Recent Fintech Trends: Fintech 2.0 (aka Embedded Finance/Fintech)

Embedded Fintech Infrastructure Landscape
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Recent Fintech Trends: Business Banking Is Also Being Threatened

Ecommerce Lending Payments
ﬂshopify Sellfyﬂ WIX 0BlueVine FUNDATIN B iquare 2checkout -B RE,(
Dowouns  stripe
@m l_:t“n\«" ondeck =‘w T MARQETA ' Paypo'
of SMBs feel that their primary of SMBs will consider a new Digital banking . _ Support services & accounting software
banking partner simply does banking partner within the " azlo A NorthOne W19 Dglickbooks  Sage EPICOR
not understand their needs next 12 months
RhO s & MERCURY @ Z zenefits gusto  [#5E] IRADESHIFT
Because banks have largely not delivered products tailored to Data aggregation, analysis, forecasting & underwriting tools
their SMB customers, most SMBs find themselves using what & RAILZ Monit codat (swor  griiby 3% rocksteer  pilot
are effectively scaled-up consumer banking products or i svorora 4 finmark AT Jiray CiMiddesk o, 0., 7 FINSYNG
watered-down commercial features.

The competitive threat of fintech is not limited to the consumer banking space as many new digital competitors have emerged, targeting small
business customers with an easy, accessible and tailored approach to business banking.

Source: Cornerstone Advisors






Strategic Consideration #1: What's Your Niche?

professional
and personally
satisfying

high profit
potential
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Strategic Consideration #2: Can Fintech Support Your Niche? vll

Medical Commercial
Real Estate
Digital Bank
Examples Iaur.e_I/r_o.CId BankM‘b ﬁT ESSA Jj]ll

s’:;; vy REINNO
’ p FINANCIAL @ Baselane

Potential Fintech - :
partnersforvour  Fundbox  Coveredf @ RealAtom

Offering ) L“nx GoDocs' doma
méisreams Y Gercommonn |
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For illustration only. Not a comprehensive list. . W Tiiisonrs



Strategic Consideration #3: What's Your Execution Approach? l

Strategic Priority

Implement

If required capabilities exist,
setup systems and execute.

If suppliers provide affordable,
turnkey solutions that integrate,
procure the solution.

If no packaged solutions are
available, build on a modern,
low-code platform

If there are special business
needs or a time-to-market
challenge , partner with mutual
“skin in the game”
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SWHAT

1. Don’t get overwhelmed. “Fintech” is just new tools to execute your strategy.

2. B2B embedded finance is the next threat/opportunity. Define your niche, figure out what those customers
need to be successful and solve their financial pain points with embedded finance/fintech solutions.

3. Vendor due diligence and risk appetite are important, but don’t be afraid to invent new ideas, build new
tech and test new concepts.
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$» CORNERSTONE

The Definitive Guide to Potentially Misunderstood
Fintech Trends & Terms

(And What They Mean to the Banking Industry)

2 CORNERSTONE

AUNYMBUS THE SMALL BUSINESS
DIGITAL ACCOUNT
Brad Smith OPENING IMPERATIVE

anking

Partner, Transformation Services
bsmith@crnrstone.com
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CONTINUE THE CONVERSATION

7272 E. Indian School Rd., Ste. 400
Scottsdale, AZ 85251

John Meyer

Phone 407-790-9015

Email jmeyer@crnrstone.com
Web www.crnrstone.com

[ ]

BN https://www.linkedin.com/in/john-meyer-
56375/

, @CstoneAdvisors | @GonzoBanker



