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FINTECH is an emerging industry sector that uses web

collaboration, data consolidation and advanced analytics
technologies to build new business models (i.e. unique ways of
delivering benefits) for the delivery of certain financial services
in a faster, cheaper and more enjoyable manner than banks,
credit unions, insurance companies and investment firms.

The web, media, research houses and technology pundit blogs
are brimming with news and analyses of the burgeoning
FINTECH sector. Run the term “FINTECH” across Google
Search and you shall receive a whopping 23 million hits at a
heartbeat!

This research paper is not another on how FINTECH
companies swat certain financial services sectors, or worse
getting squashed while attempting to do so. Living to our spirit
of providing concise and practical research, we will veer from
the “FINTECH Lauding” and “Banks Dismay” to navigate four
proven business strategies FINTECH deploy to crack and nip
the Financial Services market.

STRATEGY 1 — SERVE THE DISGRUNTLED & UNDER-SERVED
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Many FINTECH start-ups target customers who are typically

or by classical financial
services institutions due to low net worth, low credit score, age
misalignment, remote location, etc. These customers often
have trouble accessing some financial products and as a result
develop a raft of negative sentiments towards the financial
services industry ranging from apathy, through greed to sheer
embezzlement. The sentiments accelerate the adoption of
those customers to the new FINTECH services and form an
every growing virtual market.

Attending to a needy, injured customer is a no easy task.
Hence, FINTECH companies adopting this strategy swear by 3
key principles; being- (i) focus resources on a specific segment
and few products to deliver the WOW factor (e.g. access to
credit for sub-prime customer in 2 days), (ii) engage customers
intimately across all channels (e.g. word of mouth marketing,
product designs) and (iii) harvest analytics to improve
processes continuously (e.g. use web analytics to re-design web



AN

site, use online transaction patterns to detect early churn
signs). Figure 1 overleaf provides examples of these companies.

Figure 1 — FINTECH Players Adopting “Serve The Disgruntled / Under-Served” Business Strategy

Electronic Payments Credit Repair Agencies

“Allow non-bank clients to affect or “Use Fair Lending Act and other
receive payments through cards or regulations to remove bad credit
eCommerce platforms” events and restore credit rating”
Examples include Square, PayPal, Examples: Lexington Law, Sky Blue

Credit Repair and The Credit
People.

Google Wallet and WePay.

Unbanked,
Under-Served or
Disgruntled
Customer

Sub-Prime Lenders

“Lend consumers and small
businesses suffering from No / Low
credit score, bad credit history and/
or scarce collaterals”

Micro /Social Lenders —
“Encourage people to lend each
other get off debt”

Examples: Tilt, BorrowWell, Prosper

gt EencingUioe. Examples include LendUp, Elevate

and Magical Credit.

STRATEGY 2 — DELIVER FASTER, CHEAPER OR EASIER SERVICE

Convenience is It has long been vowed that “Need Breeds Creativity”. Instead
about removing of re-inventing the wheel with a brand, new product, some
FINTECH companies re-invent the experience around existing
financial products and processes to deliver clear gains in fees,
service times and/or client’s convenience.

obstacles, not
just delivering a
good service

This is an old, proven business strategy that traces its historical
roots to Loan/Mortgage brokers who relieve customers from
the hassle of negotiation and get the lowest market rates
available, or the Credit Unions who have turned around
farming loans at a fraction of the administrative fees and
processing times of Commercial Banks.

In the digital age, FINTECH companies use digital assets to
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achieve that. Automated Loan Pricing Engines that use publicly
available credit scores, social media listening platforms, peers
feedback and past transaction history to better estimate a
Customer’s Credit Risk and price it accordingly. Figure 2
overleaf provides examples of these companies.

Figure 2 — FINTECH Players Adopting “Offer Faster, Cheaper & Easier Service” Business Strategy

/

Electronic
Brokerage
“Provide a single
platform to trade
across multiple asset
classes (e.g. FX, MM,
Fl) and markets”
- Robo Advisors
“Provide asset
allocation / investment
advice at low rates by
analyzing market
data”

Examples include E-
Trade, Scottrade and
TD Ameritrade.

Examples: Alvornet,

We @ FINTECH are
doing it better

T

Account

Aggregators
“A single platform to
manage all financial

matters across

multiple products,
geographies and
service providers”

P2P / e-
Commerce
Payment
“Affect and receive
payments with
minimal onboarding
and economic fees”

Examples include
Koho, Lucova,
Payment Us,
Payfirma and
OmniSpeed.

WealthSimple, Examples:
Robinhood and MoneyStrands,
WealthBar. Yodlee, Mint and
Buxfer.

STRATEGY 3 — SET-UP A DIGITAL CONVENIENCE STORE

LendingTree
acquired
CompareCard s
for an estimated

$130M
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Some FINTECH companies are not in the mood of satisfying
the needs of disgruntled / underserved customer segment, or
re-engineering the experience around an existing product.
Their lethargy spews a Digital Financial Services Convenience
Store that provides customers with a one-stop-shop to
compare, contrast and select their next financial product
among the many players in the market.

Holding independence and transparency dearly, customers rely
on these convenience stores and abandon banks’ proprietary
digital marketing and sales channels (e.g. outbound call
centers, email campaigns, web sites).



In doing so, these digital financial services convenience stores
expedite the commoditization of the industry where price
becomes the prevailing buyers’ value. Figure 3 overleaf provides
examples these companies.

Figure 3 — FINTECH Players Adopting “Set-up A Convenience Store” Business Strategy

Loans Convenience Stores

“Collects and displays loan rates from various banks and
credit unions, allowing customers to compare fees and
terms to find the best fit offer”

Examples include LendingTree and BankRate

See all in one place and
choose

Insurance Convenience Stores
“Collects and displays insurance rates from
various service providers to arrive at the most
competitive offer”

Examples: QuotePro, Kanetix and Ratehub

STRATEGY 4 — SELL THEM THE SHOVELS To DiG

THEMSELVES

DPS Bank and

Some FINTECH companies opt for a friction-less business

MasterCard strategy. Instead of mining directly for gold (i.e. selling
use artificial financial products), they sell shovels (i.e. digital business
! i capabilities) to current and prospect gold miners. Such digital
intelligence- . . o .

) business capabilities include; credit risk analysis models,
driven market risk analysis models, asset allocation balancers,
chatbots to  transaction clearing and matching platforms, access
interact authentication services, know-your-customer verification and
with their due diligence, bad debt investigation and digital channel
customers enhancements.
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Offering business capabilities reduces the barriers to entry and
speed-to-market of new players, while allowing existing players
to accelerate their digital transformation.

Figure 3 overleaf provides examples of these companies.

Figure 4 — FINTECH Players Adopting “Sell Digital Capabilities (Shovels)” Business Strategy

Market Risk / Asset Analysis Modeling

“Provide banks and others with advanced market data collection,
analysis and modeling to help structure their customers’
investment portfolios within a target risk/return profile”

Examples include AnalyzeRE, TickSmith, StreetContxt and

Betterment.

Transfer Value Systems

“Provide banks and others with secure,
robust and unimpeachable networks to
exchange documents and payments in
the context of a financial transaction
such as- Trade Finance and Derivatives
Trading”

Examples: Ripple, Ethereum, SWIFT
and KYC Chain.

Here is the tool,
start digging

Digital Experience Enhancers
“Provide banks and others advanced
customer engagement platforms such as
electronic identification and authentication
and virtual assistants”

Examples include Kasisto, IBM Waston,
Google Authenticator and Securekey.

In summary, the core of any business strategy is to fulfill a client need in a
competitively differentiated manner to achieve sustainable profit and growth.
FINTECHs are doing just that. Each FINTECH zeros on a specific customer segment of
the financial services market and deploys technology to fulfill the customer needs in a
faster, cheaper and/or more convenient manner than existing service providers. Figure

1 overleaf summarizes the value chain of the financial services industry and the
FINTECH business strategies to encroach the existing value chain.ll ®
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End of report.
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