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Foreword

Antony Eldridge
Financial Services and FinTech Leader
PwC Singapore

FinTech is changing the Financial Services (FS) industry from the outside in. We estimate within the next 3-5 years, cumulative
investment in FinTech globally could well exceed US$150bn, and financial institutions and tech companies are stepping over one
another for a chance to get into the game. The result is a new competitive landscape and playing field. As the lines between
traditional finance, technology firms, e-commerce and telecom companies are blurring, many innovative solutions are emerging and
there is clearly no straightforward solution to navigate this FinTech world.

The insights shared in this report are based on responses by financial services and Fintech executives in Singapore, which make
up part of our unique and comprehensive global survey of industry players' views on the current and emerging trends in FinTech.
We complemented the study with our own insight and analysis into why FinTech is disruptive and how different organisations
can and should respond to its challenges. The report is also fuelled with proprietary research from DeNovo, a new platform powered
by Strategy& and PwC, focused on FinTech innovation and its impact on financial institutions.

“We thought we knew our
customers, but FinTechs
really know our customers.”

A senior executive at a global banking organisation.
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' FinTech is shaping FS

from the outside in Infrastructure

players

Tech
companies

FinTech is a digital arena where diverse players — traditional Sh a in th e
Financial Institutions (FIs), technology firms, e-commerce and p g
telecommunications companies, start-ups and infrastructure FS Indu S try
operators — are contending with a common imperative: to

respond effectively to the evolving needs of their customers.

From the CEO of a large global insurance company to the
entrepreneur establishing a new robo-advice business in Singapore,
FinTech is reshaping the way we think about building, running and
leading FIs. Although FinTech is a general term used to identify

a considerable array of new financial products and services

enabled by the use of technology, it also represents a vast digital
territory where the lines between FS and non-FS providers are
blurred.

companies . .
Financial

institutions

Telecomms
companies

Source: PwC Global FinTech Survey 2016
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' Where traditional
financial institutions
have failed, FinTechs
are succeeding

Customer behaviours are at the forefront of the FinTech
revolution, as our survey demonstrates. While consumers are
rapidly adopting new technologies in their day-to-day lives,
traditional FS companies are lagging behind. Larger, more
traditional FIs are encumbered with complex development
processes, wariness about regulation and legacy systems.
Meanwhile, FinTechs are using lean, agile methods of product
development and innovation to respond to customers’
emerging needs.

FinTech is a global phenomenon, challenging the orthodoxy

of domestic models of banking and insurance, and reinventing
the customer experience in the FS sector. Furthermore, FinTech
is serving millions of previously under-served consumers with
redefined and innovative solutions.

Digital is the
new normal
for customers

In which areas do you see the most important impact
to your business from FinTech?

Singapore Global
Average

Average

Meet changing
customer needs with
new offerings

Leverage existing
data and analytics

66%

Enhance interactions
and build trusted
relationships

Source: PwC Global FinTech Survey 2016
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Disintermediation:
FinTech’s most
powerful weapon

FinTech is shifting the paradigm of traditional intermediary roles
by making them obsolete. While FS organisations have acted as
intermediaries in the financial system by providing an invaluable
service to clients, their functions are being usurped by new
technology-driven business models.

For instance, in the banking sector, online lending platforms
allow individuals and businesses to lend and borrow between
each other, and robo-advisors are rewriting the rulebook of
financial decision-making by bypassing the human financial
advisor. These changes pose a serious threat to traditional
business models and many FS organisations will face a ‘Kodak’
moment if they do not respond.

Will financial institutions
be disrupted?

3%

of survey participants in Singapore
believe that part of their business is
at risk of being lost to stand-alone
FinTech companies

Source: PwC Global FinTech Survey 2016
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Time to get off the Bench:
Top threats from FinTech

With th f ch: i i ingly f: i als, . .

10 FS buteimess can dton fo lncnels, s Tasierenvas Top threats related to the rise of FinTech
In Singapore, 87% of FS companies ranked pressure on profit margins In your op inion, what are the threats related

as the top FinTech-related threat, followed by loss of market share R . . R .

(66%). One of the key ways in which FinTechs support the margin to therise OfF inTech within your lndustr_y?

pressure point is through innovation which produces a step change

function improvement in operating costs. For instance, the movement
to cloud-based platforms not only decreases up-front costs, but also .
reduces ongoing infrastructure costs. Sin gapore Avera ge

While FS organisations have previously acted as intermediaries in the
financial system by providing an invaluable service to clients, their
functions are being usurped by new technology-driven business models. Pressure on

profit margins

Loss of
market share
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Blockchain:

an untapped
technology is
rewriting the FS
rulebook

Blockchain shows huge potential and it will have a profound
effect on the FS industry. However, it is being seriously
underestimated. Knowledge of and ability to react to blockchain
technology is worryingly low. While a majority of respondents in
Singapore (67%) recognise its importance, 55% say they are either
slightly or not familiar at all about the technology.

Source: PwC Global FinTech Survey 2016

Is the impact |

of blockchain cchnology and

of Blockchain 0
T
technology taken 55 /o
into account? are either slightly or
are not familiar with
the technology

67%

of survey respondents
recognise the importance
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Heading for bargain
basement FS? FinTech
is slashing costs

Other aspects of FinTech will also impact front- and ! / /

back-office operations and disrupt the traditional product FlnTeCh s SlaShlng costs and

and process model used by most FIs.FinTech provides new ! / / ’

alternatives to advise customers,to process transactions, lmp T‘OVlng service dellvery

to analyse data, to help customersmake better choices, .

to manage product portfolios, to leverage mobile technology Our Survey resp Ondents Sald that key

and so on. The net impact of all thesechanges is to enhance
operational capabilities and dramatically reduce the cost
base of the industry.

opportunities existed in:

Cost reduction 6 5 %
Additional Revenues 5 5 %
Differentiation 5 0%

Source: PwC Global FinTech Survey 2016
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Challenges for
FinTech companies
and incumbents

Given how fast technology is developing, i bent o, 0 o . .

canot afford to ignore BuTech and its disraptive mpact Top 3 challenges for traditional financial companies and
th ket. I bents f. hall i : ° °

dealing with FinTech companies citing regulatory FinTech companies when working together

uncertainty (69%), differences in business models (54%) and
IT security (38%) as the top challenges facing their business.

In Singapore, the most wide-spread form of collaborationwith
FinTech companies is joint partnership (33%), indicative that
FS firms are not ready to go all in and invest fully in FinTech.

Global Average Singapore

Average

IT SECURITY 53% REGULATORY UNCERTARINTY 69%

Source: PwC Global FinTech Survey 2016
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At PwC, our purpose is to build trust in society and solve important problems. We’re a network of firms in 157 countries with more than 208,000 people who are
committed to delivering quality in assurance, advisory and tax services. Find out more and tell us what matters to you by visiting us at www.pwc.com.

This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You should not act upon the
information contained in this publication without obtaining specific professional advice. No representation or warranty (express or implied) is given as to the
accuracy or completeness of the information contained in this publication, and, to the extent permitted by law, PwC does not accept or assume any liability,

responsibility or duty of care for any consequences of you or anyone else acting, or refraining to act, in reliance on the information contained in this publication or
for any decision based on it.

For more information about the global Financial Services marketing programme, please contact Aine Bryn on +44 (0) 20 7212 8839 or aine.bryn@uk.pwc.com.
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