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Four forces are affecting perspective of the banking players in the
market

© O O

New Digitalization Intense Changing *,
regulations and mobile competition Consumers’
payments Behaviour What are the

opportunities for
payment market

PSDz2 is entered API technology New incumbents Customers are

into force on 13th allows different have already seeking digital and

January 2018. It has  players to create an demonstrated their instant experiences

opened the Open Banking ability to grow by and demand more

gateway to new ecosystem building their from their bank (e.g.

incumbents approach on mobile options first)

technology
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Agenda

Business opportunities

Main results of «Surviving the customer experience in the PSD2
context»
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New regulations introduce new requirements and present new
opportunities for banks such as PSD2

Risks

Orders a product

Checks her . from Sofia,

Accounts (XS2A) Inllilates payment
via a payment

provider

accounts — how
much is my
overall balance?

L L Account
=== information service

provider

(AISP)
Sofia‘s Bank #2 >
(Payment info

Service ¢
Provider—PSP)

i
initiation
service

Trustly provider
(PISP)

Michal

Michal‘s Bank
@(Payment
Service
Initiates | Provider—PSP)
payment

Standard interface
(API)

—
XAPI) Transfers funds (via bank network)

* Banks are required to open their infrastructure
to third parties

» Third parties may access account data or initiate
payments

e

Opportunities

Increasing Bank’s %
security - s
Increasing Bank’s 9%

Expanding into new

(V)

markets - 10%

1{)r;zzeasmg the customer - 12%

Adding functionalities to _ 209
basic services/products

Creation of new digital _ 25%
services

53% of the responding Banks have indicated that they
think PSD2 offers many new business opportunities

New partnerships

Source: Waiting unitil the elevent hour, PwC 2017

IRl Which is the banks’ point of view?
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Banks want to become compliant and to choose a new market

positioning

The PwC e Strategy& have conducted a survey in European markets which involved 39 Banks and 17 countries

Statement of the project

9%

Project to be Project to be
compliant . compliant and
; strategic |
. positioning in
. the market

= &

smm Cee
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19%

Project to
develop new
payment
products and
services

18%

Project to
review the
security and
technology

11%

8%

Project to assess Competitor

customer analysis
requirements
\"¢ /:-f’
QP —
Source: Waiting unitil the elevent hour, PwC 2017



|
Roles that players could play

HighA

‘ Aggregator

» Assembly of new business
ideas and data

» Expansion of product
offering

+ Flexible sourcing of new
functionalities through 3°
parties

Aggregator

as Platform
Expanding banking to new use
cases by enabling partners to
integrate bank modules in
own offerings
Support innovation through
collaboration with external
partners
Assembly of new business
ideas and data

Value added for the customer

» Reactive approach

» The service is developed from
other bank

 Giving data to other banks

Compliant
Player

Open API platform
Cooperation with Financial
(or not) companies

Providing data to 3° parties to
build up new services and VAS

Bank as
Platform

Low

Data Openness

Waiting until the eleventh hour « Zagabria

PwC

>
High

ILLUSTRATIVE

Banks should decide if to take
action and implement a step-
by-step approach to achieve the
predetermined business goals.

Therefore, banks need to
evaluate if to create a

partnership with third parties
or if to develop new innovative
technologies in-house, based on
to their dimension, their
customer base and their
abilities to innovate



Options of strategic positioning in a long term

ILLUSTRATIVE
Possible to-be pqsztlomng of payments Overview of possible positioning
market players in Europe
Hioh Features Pros Imvestiments
g A
: AGGREGATOR : PLATFORM Compliant -« Reactive approach * Regulatory « Compliance
AGGREGATOR . . ) .
A A player Mandatory data sharing Compliance investments
A with third parties
0 0
2 9 /0 5 O ()} Aggregator < Aggregator of data from ¢ New business ideas » Compliance
g ) PY third parties (products) investments
= ¢ * Development of new * Collaborations/ * Integration with
> Y ® P services and alliances with TPPs TPPs to develop
g functionalities through new services
e collaborations with
"g ° A third parties
A Platform -+ Open API platform * Opening to customers + Compliance
+ Partnerships with who look for investments
7% ® 1 O/ Fintechs, financial and  tech/digital providers < Creation of open
4 ()] non-financial institutes * Processing skills complex platforms
® o . ¢ for data and services and introduction of
providing new competences
ORI P L L VTS PLATFORM Platform -« Aggregator of data from * New VAS » Compliance
> Aggregator third parties in order to < Collaborations with investments
Low Data openness High innovate and create TPPs in order to gain ~ + Creation of open

@ Italian Banks/Medium Groups
@ Italian Banks/Big Groups

@ Other market players (e.g. payment providers)
A Europen Banks/Groups

Source: Waiting unitil the elevent hour, PwC 2017
Waiting until the eleventh hour « Zagabria
PwC

complex platforms
and introduction of
new competences

new customers and to
innovate

digital environments
* Growth of banking

activities in new

unconventional ways



|
Potential Open Banking services enabled and optimized by PSD2

ILLUSTRATIVE
New potential services Description Potential target customers
Advanced Service of aggregation of financial data from different .
Personal Financial accounts, clustering them based on customer’s needs.
Management Possibility to support final customers in the management of ,n\
(PFM/AISP) liquidity related to spending habits
) : Advanced automated financial advisory, that defines the best -
&) Robo Advisor . ) L
E investment solutions through indicators and parameters
é Development of agreements/couponing systems for specific ° -+
% Agreements/Couponing | merchants and distributed to customers depending on the ﬂ Yy
= information obtained through AISP S
: Dashboarding services customisable by final customers, both
A Advanced reportin in terms of historical depth and size of information contents -.:..-,-/'
P 8 (e.g. information about transactions, depending on the type of Fyrd
customer, benchmarking)
Account management and balance of liquidity with potential O, -
Treasury Management expansion to order disposition service (potential integration of '.'._'.’/- h
PISP) oo
Social Network Social network as a new channel: from customers’ engagement -
A, payments to access to financial information or payment service (PSP) ﬂ\
S
E-commerce pavments Development of a intermediation of transactions service (PISP) -.-.Q-
paym for final merchants through online channel : 'o
- Legend ------------------------o-ooooo |
Waiting until the eleventh hour « Zagabria M Retail & Merchant I SME/Corporatei

PwC L o o o e e e e e



Enabling new technologies can provide a renewed experience for

customers but this is not enough...

Be prepared for...

...the near future

New
revenues

of services e service life
ecosystems cycle

* Banks need to renew their corporate culture in
order to be prepared and lead new challenges on the
market

» Next, they have to be create ecosystem where
Open Banking is the mean

Waiting until the eleventh hour « Zagabria
PwC

Customer Account Service
experience (AISP)

innovative
Partnership 9 Payment
with PP service
Fintech l l l (PISP)

API
Tgamwork m S— Data
with other \——/ p analytics

el Banking

ecosystem
Data @ Data credit

investment exchange

exchange
Data payment
exchange

» Sharing data through API technology supports
the development of new services and products

* Banks need to identify strategic market
decision in order to monetize all the
information and data at disposal



Some use case of innovative business

* Moneygarden is a German financial platform that offers: o

N

key (@ © @
Use case Features

— complete overview of the various current accounts active in

i 1 3 | Asset Future
d{ff.erent Banks (oversz.ghl.“)  money N0 Fintech management  vision
— V1S1Oon Of expenses (lnSIth) ! WATCH YOUR MONEY GROW

of expenses onfunds
— glance at the future to understand the development and f exp
growth of funds (foresight) T e i

» Ideal is a Fintech that offers an instant payment via online
transfer from the buyer's current account to the online store’s

current account - m 1 go.l 000 . g:i?)n
.« .. . . Fi nline
* The provision is prepared by double authentication with the | § Ltieash TS amount

home banking access data and the password for the authorization
of the instant payment

ING. . Digital 54.000+

‘ millions
. Inpartnership with| banking employees customers
Yolt 1 in the world

« ING launches «Yolt», an app that integrates information
held by a single user in a single mobile dashboard

« PFM services: budgeting, alerting, intelligent balance, portfolio

» Continuous updating and expenses categorization and
improvement of customer experience

* Fidor Bank offered German customers a new mobile banking ‘
app «02 Banking» branded and a customer-centric experience (A fidor i
. GROUP . Digital 35.000 € 2.5millions
‘banking customers Netprofit

» Services: P2P payments phonebook contacts, card and PFM !
In partnership with

* Customers involved in a social media community that transfers Telefénica

money through cloud Fidos OS Platform

10



Agenda

Business opportunities

Main results of «Surviving the customer experience in the PSD2
context»
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Willingness to pay to use the AISP service

Willingness to pay for the . . @
aqqrega tion sel:vi%g Comparlson among countries
‘ ; 48% 57%54%
' No, I would not pay extra _ 0% § 46%
. for that kind of service 507
9 8‘7
3 Maybe a small fee - 23% : 16% ¥
9% 8%
. . Yes Maybe a small fee  No, I would not pay
No, 1 a{?l;olzjgg nge sséigigel - 16% extra for that kind of
service
m Eastern Europe ® Southern Europe
@ ******************************************************************************* 3 m Western Europe ® Northern Europe
' i

e | « Over 60% of all consumers would not pay for or is not
interested in the aggregation service

' * In Southern Europe the willingness to pay is higher than
I don't know I 3% the European average (16% in Southern Europe against 5%
in Eastern Europe)

* 48% of Eastern Europe respondents would not pay
extra for the aggregation service

Waiting until the eleventh hour « Zagabria
PwC 12



Relationship with alternative financial apps

Y,

Major benefits using alternative financial apps

%

44 040% .
37%36%
% % 24%
20 20
17% 17% 16 % N °1 o, 17% o, 17%
13% 5 0 12% . o 14%
8% 10%
B

Easy to use (e.g. less Attractive app design Lower costs Higher security Allows an integrated

manual input) overview

and additional

® Northern Europe  ® Western Europe B Southern Europe  ® Eastern Europe . ..
functionalities

Consumers said the major benefit perceive while using alternative financial apps not provided by the

38/0 bank is the simplicity to use (e.g. less manual input)
' 76%8 Consumers do not use any financial apps which are not provided by their bank

Waiting until the eleventh hour « Zagabria
PwC 13



The customers trust in the Banks

Do you have current accounts in more than one bank?

Due to different factors as highest level of internet knowledge,

simplified use and costs’ reduction of home banking, a large

60% Yes : -
0 slice of the consumer has an account in more than one bank
To what extent do you trust your bank to protect
your data and provide secure operations online?
an

Somewhat trust _ 19%

Completely trust 19%

Mostly d(;rllllcS)E . 4%
1% Not at all

Not at all I 2%

Waiting until the eleventh hour « Zagabria
PwC 14
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Attachments

Waiting until the eleventh hour « Zagabria
PwC
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Attachment: AISP
Overview AISP

Information

Account
request Information
I Service Provider
xhibition in IR
one interface

Consolidation
of information

Information
Collection

Information
Collection

Bank of the
user
(ASPSP) -1

Information
Collection

Bank of the Bank of the
user user
(ASPSP) -2 (ASPSP) -3

ME N?G A m == Money Dashboard

» The AISP collect and consolidate into a single dashboard

the information about one or more payment accounts of
the consumer

» For each request must collect the explicit consent of

the consumer

* They provide their customers with the ability to have an

overview of their financial situation

* The providers on the market today offer detailed

information on accounts (eg. the balance and movements
of ¢/c and credit cards, investments, bills, etc.) and allow to
analyze your spending habits and financial needs

Aggregator Transaction Budget and
categorization Jinancial
planning

PAYMENTS & INCOME

= | S

Cash flow Personalized Portfolio
analysis and offers Analysis
projections

Waiting until the eleventh hour « Zagabria
PwC
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Attachment: PISP

Overview PISP

O- |-

Payment I
disposal

Payment —1
Initiation Service
Provider (PISP)

Payment

i@ SOFORT I?E.Vdil'ekt Trustly

Beneficiary of
the payment

Result
Communication

Bank of the
beneficiary
u
=

Funds transfer :

start @ Bank of m
EEEEEEEN
the payer

» The PISP act as link between the payment service user
and the supplier of rooting account services and it
initiates the transaction on the user’s behalf

 For each request, PISP must collect the express consent of
the consumer; they can rely on authentication
procedures previously prepared by the Account rooting
PSP to access the account

» PISP are required to make available to the payer and the
recipient all the information related to the operation

& =Q I . Q
‘ SPECIAAL AANBEVOLEN ‘ KIES UW BETAALWIJZE

"

HET DINER |

& Miln IHG - IDBAL betallng
g Wopenidec: G

ING a
Hoe wilt u betalen?

O et DEAL

o ® u ™
Ao o w
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Contact us

Marco Folcia

Partner | Strategy & Operations | PSD2 CoE
+39 3473786843

marco.folcia@pwc.com

www.pwce.com/psd2
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