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FinTech — What Is It?

Broadly defined as technology that Examples include:

creates new products and services,

delivery mechanisms and platforms < Innovations in payments (e.g. online

in financial services and mobile payments like PayPal or
M-Pesa)

Relevant to traditional providers becoming

more digital and new entrants disrupting « Currencies (e.g. Bitcoin)
current businesses with new approaches

« Software (e.g. back and middle office
processing)

« Platforms (e.g. peer-to-peer lending
and aggregators)

« Data analytics (e.g. telematics,
biometrics and compliance)

— PWC: States of Guernsey 2015
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FinTech - Why Is It Important?

FinTech is profoundly changing the way Figure 4: Global FinTech Financing Activity
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provided by innovation assists current providers and . .
new entrants 2008 2009 2010 2011 2012 2013 2014

United States Europe Asia-Pacific Other Global Deal Volume

« Opportunities for countries to develop technology and Source: Accenture and CB Insights
financial sector by creating FinTech Ecosystem
Need to consider regulatory, legal and policy issues The key is to ensure that
stemming from technology, platforms and providers regulators and market players
. L collaborate to encourage
« Privacy, security, intellectual property, customer . i .
protection and a level playing field are some of the 'nnovat_'on and prowde necessary
issues that need to be addressed protections against the backdrop

. o _ of rapid changes.
« Light touch regulation with intervention when

necessary may be advisable to allow innovation
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FinTech — Ecosystem Development

KPMG analysis of different FinTech hubs (Silicon Valley, New York,
London, Dublin, Berlin, Tel Aviv, Singapore and Hong Kong)
demonstrates that in order to develop a strong FinTech ecosystem the
following factors are important enablers:

« Available and accessible early stage funding for FinTech start-ups and a strong
pipeline of opportunities for investors/VC funds;

« Depth of financial services and technology talent and close proximity of these talent
pools to each other (in city locations);

« A robust financial services industry, with a vibrant technology start-up community with
mentoring, networking and high visibility;

« Government commitment and regulatory support for the FinTech sector specifically,
and technology start-ups generally; and,

« Business backing for a FinTech hub, with high levels of collaboration and a strong
culture of knowledge-sharing and entrepreneurship

Source: ‘Unlocking the potential: The FinTech opportunity for Sydney’. October 2014, KPMG
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FinTech — Ecosystem Development: Example

PWC segmented the FinTech market into three distinct areas according to

Customer Engagement

their characteristics:

Payments & Remittance

The use of technology to create new markets
or methods of processing electronic

The use of technology to improve the
efficiency and effectiveness of existing

The use of technology to deliver financial
services to customers. This often involves

pavments financial services, including business streamlining or by-passing existing
processes, regulation, trading and data  financial institutions
Efficiency Compliance & Fund
A mprisk e Data Imin call
management S . G i
A E-invoicing operations
Clearing &
and collections
settling Claims
Data handling Quote
reconciliation Business engines
Client Intelligence, Online
SC!’”":T accounting Analysis 4 \mnrkemlum.
Driver for detection mﬂ, ~—
use of SaasS fund —
latform e.g. COmparison
technology Exchanges = emplo y:eg management websites
benefits Short
High term
data d Sfunding
protection B'ﬁ:m P=pP
analyti Tr
v Cloud ¢ & i Telematics
. . computing P
Disruption
B2B € > B2C B2B € >» Ba2C
Customer focus Source: PWC Analysis - State of Guernsey 2015
Pl
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FinTech - Government Initiatives

Asia Pacific governments are recognizing the need to develop FinTech:

Hong Kong: Singapore:

« March 30, 2015: Secretary of Finance * 2014: Prime Minister launched ‘The Smart

established Steering Group on FinTech to advise
government on how to develop and promote
Hong Kong as a FinTech hub

The Steering Group comprises 10 non-official
members drawn from industry and research and
development institutions, as well as relevant
Government officials and representatives from
the banking and securities regulatory authorities

The steering group will advise on: 1) Economic
and business opportunities provided by the
development of FinTech for Hong Kong; 2)
Potential and existing gaps of developing Hong
Kong into a FinTech hub; and 3) The measures
needed to promote Hong Kong as such a hub

Copyright © 2016 Citigroup Inc. |

Nation Program’ to create an ecosystem to
focus on innovation to create a more efficient
economy

The Monetary Authority of Singapore (MAS)
will launch several initiatives to encourage
FinTech development and will dedicate
S$225 million over the next 5 years to the
government’s Financial Sector Technology &
Innovation scheme

July 2015: MAS announced the formation of
a new FinTech & Innovation Group (FTIG) to
create development strategies and
regulatory policies around technology
innovation while ensuring safety and security
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FinTech - Exchange Initiatives

HKEx News Release +Share
Updated: 02/11,/2015

HKEx supports programme for Hong Kong's emerging FinTech industry

Hong Kong Exchanges and Clearing Limited (HKEx) announced today that it has become a Supporting Organisation of the
SuperCharger Accelerator, Hong Kong's first programme dedicated to helping both start-ups and more established financial
technology, or FinTech, companies aiming to capture opportunities in Asia's growing markets.

The programme leverages on Hong Kong's traditional strength as Asia's finance and technology gateway. The historic opening-
up of China’s capital markets offers tremendous opportunities for Hong Kong across multiple asset classes, and HKEx has been
setting the pace with unique and innovative solutions such as Shanghai-Hong Kong Stock Connect.

As the core infrastructure operator of Hong Kong's financial markets, HKEx touches almost every aspect of the trade life-cycle,
from listing, trading and the distribution of market data to clearing and settlement. The SuperCharger Accelerator will allow
HKEx to share knowledge and explore collaboration with some of the leading creative minds in FinTech.

"Hamessing the vibrant creativity that Hong Kong's start-up community offers is hugely important to our future,” said Charles Li,
Chief Executive of HKEx. "We are excited to be partnering with the SuperCharger Accelerator and look forward to working
together with its participants over the coming months, and we hope beyond.”

The SuperCharger Accelerator programme will run from 11 January to 8 Apnil 2016. The deadline for applications is 20
Movember 2015.

For more information about the programme, please visit SuperCharger's website.

Ends
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FinTech - Industry Initiatives

MNovernber 9, 2015

O FINTECH INNOVATION
paymenteye AWARDS 2016

Home  Categories White Papers Announcements  Marketplace Events  Promote Your Business  FinTec

Citi partners with PwC and IBM on FinTech mobile challenge

Ben Rabingvich | Partnerships | Mobile solutions

— in shar SRR
In d 4 Stry 'S partn erin g IBM and PwC have become Citi's strategic partners

tO fu rth er th e for the Citi Mobile Challenge in Asia Pacific. IBM will
d evel 0 p m eﬂt Of th e provide mentoring classes and its digital innovation

platform, Bluemix, whilst PwC is working with Citi on

F| N TeC h | N d u Stry an acceleration programme across the Asia Pacific

region.

IBM's  platform  will allow developers who are

e Pt . e W s W

participating in the Citi Mobile Challenge build, test
and deploy their FinTech solutions and PwC's
programme will provide relevant business leadership and industry content to programme
finalists, together with structured mentoring from senior Citi management.

Citi Mobile Challenge is a next-gen accelerator that features a virtual hackathon as well as an
incubator that's connected to a global network of experts and developers.

Citi will make available a wariety of APIs from the bank and other leading financial and
technology companies to help developers create real-world innovations that could function with
existing Citi technology.

A panel of industry experts and financial technology leaders will evaluate the solutions at each
event.
SN
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FinTech — And Banks Can Play Too
World’s first bank with an Apple Watch™ app

* First time a bank was there at launch of
a new Apple device

citi .+ Just 120 days from whiteboard to live

Citi® Double Cash

* Real-time account balances
(checking, savings, credit cards)

CURRENT BALANCE

$4,02093
B

* No login needed

* e Last 5 transactions for each account

e Real-time notifications - credit card used
* Open-to-spend visual

Apple Watch is a trademark of Apple Inc.
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FinTech - Industry Initiatives

REUTERS

HOME BUBMEIE MARKETE WORLD POLITICB TECH OPIRION

Nine of the world’s biggest banks
join to form blockchain partnership

LONDON | BY JEMIMA KELLY

0000006 Traditional providers
Mine of the world's biggest banks including Goldman Sachs and Barclays heve joined tap p I n g I n to em erg I n g

forces with Mew York-based financizl tech firm B3 to create s framework for using new technolo ay
blockchain technology in the markets, the firm said on Twesday.

It iz the first time banks have come together to work on & shared way in which the
techniology that underpins biteoin - & controversial, web-based "crytocurrency” - can be
u=zad in finance.

Chver the past year, interest in blockchain technology has grown rapidly. |E has already
atiracied significant investrent from many major banks, which reckon it could save them

money by making their operations faster, maore efficient and more transparent.

The mew project, the result of more than a year's worth of consuliations between R2, the
banks and other members of the financial industry, will b= led by B3 CED David Rutier,
formerly CEOD of electronic trading st ICAP Electronic Trading, one of the world's largest
imterdesler brokers.

Source: Reuters - http://www.reuters.com/article/2015/09/15/us-banks-blockchain-idUSKCNORF24M20150915
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FinTech: Changing the Nature of Banking

Unbundling of a Bank

“Death by a thousand cuts?”
CB Insights
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Source: https://www.chinsights.com/blog/disrupting-banking-fintech-startups/
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FinTech - Financial Inclusion

FinTech can assist in enhancing
financial inclusion

13

There are an estimated 1.2 billion people who do
not have access to a bank account or formal
financial services in the Asia Pacific

Across the world, nearly 5 billion people are using
mobile phones which is 2.5 times more than the
number of bank accounts, creating opportunities in
mobile banking

The creation of inclusive financial systems is a
powerful tool in the fight against poverty and
critical for both social and economic progress and
in developing the region’s markets

Enhanced financial inclusion will also help to
create deeper, broader and more liquid capital
markets and cross border capital flows

Customer protection and financial literacy need to
be considered as delivery mechanisms expand
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FinTech — Regulatory, Legal and Policy Issues

FinTech presents governments with a
range of issues

14

Digital data and advanced systems need to be
managed by highly-trained professionals backed
up by reliable IT infrastructure

Data collected needs to be effectively utilized by
business to enhance competitiveness and
efficiency while ensuring privacy of individuals

Data needs to be secured against fraud, criminal
activity and natural disasters in an increasingly
complex and interconnected world

Cross-border data transfer for processing and
storage lead to discussions about onshore
versus offshore activities

A level regulatory playing field needed for

traditional providers and new entrants to manage
risks across the system and equalize costs

Copyright © 2016 Citigroup Inc. |
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FinTech — Regulatory, Legal and Policy Issues

Digital data and advanced systems
need to be managed by highly-trained
professionals backed up by reliable IT
infrastructure

* Introduction of advanced IT education needed in
schools to build new skills necessary

« Exchanges with international experts and
institutions can help to lift skills

* Investmentin IT and basic infrastructure
necessary to ensure workability of systems
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FinTech — Regulatory, Legal and Policy Issues

Data collected needs to be effectively
utilized by business to enhance
competitiveness and efficiency while
ensuring privacy of individuals

« Firms can utilize data to better meet customer
needs by targeting products and services

« Data can help a firm better manage itself and
grow via analysis of performance against targets

« Protection of personal information a key concern
for citizens, governments and firms
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FinTech — Regulatory, Legal and Policy Issues

Data needs to be secured against
fraud, criminal activity and natural
disasters in an increasingly complex
and interconnected world

* Fraud was a risk in the past and continues to be
a risk with digital systems

« Cyber systems are increasingly becoming a
target of national and transnational criminals

« Offshore back up centers help diversify risks
from natural disasters
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FinTech — Regulatory, Legal and Policy Issues

Cross-border data transfer for
processing and storage leads to
discussions about onshore versus
offshore activities

« Data transfer allows provision of 24/7 service
and early release of cutting edge products

« Pooling of data helps reduce costs and achieve
greater efficiency benefitting firms and clients

« Alimited number of highly protected, well staffed
and equipped data centers assists security
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FinTech — Regulatory, Legal and Policy Issues

A level regulatory playing field
needed for traditional providers and
new entrants to manage risks across
the system and equalize costs

« Same regulation necessary for a product and
service regardless of provider

* Important to still encourage firms to innovate and
assist products/services being brought to market

« Light touch regulation with intervention when
necessary should provide necessary protections
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FinTech — Regulatory, Legal and Policy Issues

Vote for 2015's Most Influential 2 Vote for 2015's Most Influential

.
People in Bitcoin and $367 /__/_/ COInDeSk People in Bitcoin and
Blockchain }356 —— Blockchain
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Interpol Event to Discuss Bitcoin's Role in
lllicit Asset Trade

Pete Rizzo (@pete_rizzo_) | Published on November 16, 2015 at 21:15 GMT NEWS

UK Treasury: Digital Currencies Pose
Lowest Money Laundering Risk

Stan Higgins | Published on November 18, 2015 at 20:20 GMT NEWS

W 665 f S+ 20 in 288 @ - = W 263 f S+ 8 in

A spokesperson for India’s Central Bureau of
Investigation (CBI), its top law enforcement agency,
has revealed bitcoin and digital currencies will be an
area of focus during an upcoming conference
organized by Interpol to be held in India.

Digital currencies were deemed a "low" risk for
money laundering and terrorism financing in a report
published last month by the UK government.

In a National Risk Assessment released 15th October
by HM Treasury, the government said that digital
currencies present the lowest risk rating among

Running from 17th to 19th November, the sixth-annual
Global Focal Point Conference on Asset Recovery will
more broadly focus on fighting corruption and

money laundering vehicles, a list that also includes

cash, banks and accountancy services. - - financial crime.
Source: Reuters -http://www.coindesk.com/uk-treasury-digital- Source: Reuters -http://www.coindesk.com/interpol-event-bitcoin-illicit-
currencies-low-money-laundering-risk/ trade/
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FinTech — Reqgulatory, Legal and Policy Issues

Banks’ needs mirror Fintech'’s strengths...

Fintech’s self-assessment of their strengths in competing against banks

How important are each of the following in driving competitive advantage for Fintech?
[Fintech executives who cited “Very Important™)

Proprietary applications & algeorithms —
21

Scalable, flexible technology

The Intelligence
Economist Unit

Reproduced with permission from The Economist Intelligence Unit

Sovurce: The Economist Inteligence Unit survey, 2015,
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FinTech — Reqgulatory, Legal and Policy Issues

...and Fintech’s needs mirror banks’ strengths

Fintech'’s self-assessment of their weaknesses in competing against banks

How important are each of the following in driving competitive disadvantage for Fintech?
[Fintech executives who cited “Very Important™)

Lack of experience in risk management
Mot having necessary investment capital
Lack of investrment capital
Inexperienced leadership

Lack of customer trust

Need to build customer base
Inexperience with regulatory compliance

Danger of security breaches

Do not camy full line of banking products

The Intelligence
Economist Unit

Reproduced with permission from The Economist Intelligence Unit

Sovurce: The Economist Inteligence Unit survey, 2015,
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Final Thoughts

23

Important to get
the
balance right
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