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FOREWORD

As we emerge from the Covid-19 pandemic, banking institutions across the US (and around the world)
are finally beginning to look toward the future. While the past year or so has been difficult in many
ways, this experience also did a lot to move us forward in financial services. Banks worked hard to
transition to digital as their clients stayed home and put stimulus money into the hands of customers
and businesses as quickly as possible. The truth is, though, everyone came at this from a different
place of progress. Some already had the digital infrastructure in place to execute, while others had to
accelerate plans, and still others had to start from scratch.

It's important to remember that, while the pandemic may have accelerated the shift to digital, that
trend was very much already in play. Is it fair to say no one could have predicted the events of 2020?
The pandemic, perhaps. The digital revolution, not so much. The point | am trying to make is that
it's important to understand where the market is going even in normal times and how that impacts
your business. It's those institutions with a constant pulse on the industry that are generally the best
prepared for any environment. The first step in this journey is to look at what your peers are doing. How
are other banks approaching innovation? How are they working with fintech players? In which direction
is the market moving overall?

This report is designed to help banking institutions answer these questions by providing a view into
their peers’ attitudes and capabilities as we move toward a post-pandemic world. CCG Catalyst
surveyed 109 C-level bank executives between December 2020 and February 2021, asking about their
current capabilities, priorities, and plans for the future. The resulting study examines how various
institutions are thinking today and identifies areas more forward-thinking participants are focused on,
presenting a window into the future for those still charting their way.

Kate Drew
Director of Research
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It's been quite a year and a half for the financial services industry.
Shifting to remote work, accelerated digital transformation plans, and
many other new priorities took the stage. All in all, though, banking
institutions in the US did a good job of rising to the occasion, meeting
customers where they were (largely at home) and working hard to
ensure funding flowed to the country’s businesses. But, now, we are
turning toward a new normal. And that means looking to the future
and understanding what the field will look like — and what it will take to
compete. We're unlikely to take any major steps back, but who is ready
to take another step forward?

This report presents the findings of CCG Catalyst’s 2021 US Banking
Study, which asked C-level bank executives in the US about their
attitudes and priorities as we emerge from the Covid-19 pandemic.
In particular, it focuses on the differences in perspectives between
more forward-thinking institutions and those that have generally taken
a traditional approach. The following provides lessons for banks that
may be lagging behind in their own future-proofing efforts, as well as
those interested in better understanding where their peers are headed.
Finally, it's time to think about tomorrow.



METHODOLOGY AND PURPOSE

CCG Catalyst surveyed 109 C-level bank executives between December
2020 and February 2021 to gauge their attitudes and perspectives on
their businesses and the market. Using specific criteria, we've grouped
respondents into two categories: traditional and progressive. To be
included in the progressive group, a respondent had to report acquiring
less than 50% of their technology from a single vendor, working with
fintech companies as an integral part of their strategy, and making
at least one fintech investment. Based on this segmentation, we
conducted an analysis to determine how the different groups approach
the market and how prepared each is for the future. We focused on
four core areas: retail banking, commercial banking, segmentation/
targeting and product development, and technology and innovation.
The survey data is unweighted, and the analysis that follows is based
on our sample.

RETAIL BANKING

Retail banking is all about digital — that was true before the pandemic.
But this era pushed even those furthest behind to up their game. By this
point, most respondents to our survey who serve the retail market offer
some form of digital banking, be it online, mobile, or both. However,
channel use is not uniform across institutions. Customers at banks
in our progressive group were much more likely to interact primarily
with their bank via mobile than those at traditional institutions, where
still nearly a quarter use online banking and a handful remain on
analog channels like in-branch. This is interesting because it suggests
that the once-key online banking channel may already be fading into
the background as mobile takes center stage and other options for
interaction become available; 13% of customers at progressive
institutions are interacting with their bank primarily by video call today,
for example.

Our data indicates that those still focused on the online experience
may be missing the mark. And, while it may be tempting to look at
this information and think, “I've got to get to mobile,” that would be a
mistake. There are plenty of new interfaces that will come after mobile
— think tablets, smartwatches etc. — that will capture customers’
attention. Banks today should be looking toward this inevitability and
making sure to deliver seamless experiences that are device agnostic
and can be pulled into any interface a customer may use in the exact
same way.

CCG | PAGE 5



US Bank Customers’ Primary Interaction Channels
How do your retail customers primarily interact with your institution today?

Il MoBILE APP pesktoP [l IN-PERSON (BRANCH) PHONE M vipEo cALL (E.G. ZOOM, MICROSOFT TEAMS)

I COMBINATION OF DIGITAL AND IN-PERSON INTERACTION

See definitions of Traditional and Progressive in Methodology and Purpose.
Source: CCG Catalyst's 2021 US Banking Study

It's also important to point out that, despite customers’ embrace of
digital channels, a combination of digital and in-person interaction is
still prevalent across both groups, even against the backdrop of the
pandemic. This suggests that the branch isn't going anywhere, as
most customers will still find reason for an in-person visit now and
then. Moreover, banks are beginning to think of new and different ways
to deliver branch services, like through mobile bank branches that
move around to different locations. " The key is to understand all of the
possible ways a customer might want to interact with your bank, and
give them options. In short, put the customer in the driver's seat.

Unsurprisingly, with this focus on more options and channels for
interaction, digital account opening is also becoming more important.
Our data shows that, by this point, most institutions are embracing
this trend, though there are a few laggards in the traditional category
(8%) that don't provide the option. (Note: this survey was conducted
during the Covid-19 pandemic when banks were using creative ways
to open accounts, and therefore definitions of this capability may vary.)
Additionally, a majority can open an account in 30 minutes or less, and
more than a quarter candoitinlessthan 10. As digital account opening
cements its position as a must-have proposition for retail customers,
the competitive battleground is likely to shift to how fast you can
do it and how seamless the experience is. Dropoff rates for online
applications for financial products can hover around 60%, and length
of time is often cited as a top reason by consumers who decline to
finish the process, according to Signicat data. 2 That means providing
a fast, frictionless process is apt to translate into more completes, and
therefore more customers.

1. U.S. Bank, This U.S. Bank branch on wheels brings new meaning to mobile banking, March
2021
CCG | PAGE® 2. Signicat, The Battle to Onboard 2020: The impact of COVID-19 and beyond



Time to Open a Retail Account Online at US Banks

How long does it take to open and fund a retail deposit account with your institution online?

Traditional 30%

Progressive 27%

All 29%

B - 10MINUTES 10-30 MINUTES Il 30 MINUTES-1 HOUR 1-24 HOURS B 1-50Avs > 5DAYS

Il ONLINE ACCOUNT OPENING NOT OFFERED

See definitions of Traditional and Progressive in Methodology and Purpose.
Source: CCG Catalyst's 2021 US Banking Study

The truth is we're probably not far off from a future where 30 minutes
simply doesn't cut it. In fact, we may already be there — per our survey
data, the top complaint among respondents’ retail customers is that
access to services (like account opening) takes too long. So, if you're
a bank in that bucket, you're likely to be — or should be — angling to
move up into the less than 10 minutes slot.

When it comes to other features across institutions, the biggest gaps
existwhenyoulookatmoreadvanced offerings,suchas spendanalytics,
free credit reports, mobile check deposit, and account aggregation. For
example, 60% of progressive institutions provide their customers with
spend analytics, compared with just 44% of traditionalists. Meanwhile,
nearly all (93%) in the progressive group offer mobile check deposit,
versus 78% in the traditional category. For traditional players, these
areas represent opportunities for improvement and potential future
must-haves. That's likely to be especially true for areas that address
financial wellness and help users get a fuller picture of their financial
life, such as spend analytics and account aggregation. According to
data from The Harris Poll, ® half of US consumers are interested in tools
to help them track spending, and 44% want to be able to consolidate
account information from multiple organizations. Additionally, just
over a third would like to manage all their financial accounts in a single,
online location or app.

3. Fiserv, Experiences and Expectations, April 2018
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Retail Features Offered by US Banks

Which of the following features do your retail customers have access to? (Select all
that apply.)

ONLINE BANKING

Traditional I 98°%
Progressive I 93%
Al 97%

DIGITAL ACCOUNT OPENING

Traditional I 9?°%
Progressive | 100%
Al 94%

BILL PAY

Traditional I 92 %
Progressive I 93%
All 92%

MOBILE BANKING

Traditional I 9 0%
Progressive I 93%
All 91%

MOBILE CHECK DEPOSIT

Traditional I 7 8%
Progressive | 93%
All 82%

PERSONAL FINANCIAL MANAGEMENT/BUDGETING TOOLS

Traditional I 7 2%
Progressive I 73%
All 72%

PEER-TO-PEER (P2P) PAYMENTS

Traditional I 54%
Progressive I 53%
Al 54%

ACCOUNT AGGREGATION

Traditional NG 48 %
Progressive I 67 %
All 52%

FREE CREDIT REPORT

Traditional N 48 %
Progressive I 607%
All 51%

SPEND ANALYTICS

Traditional I 4 4%
Progressive I 60%
All 48%

CHATBOT SUPPORT

Traditional N 4 4%
Progressive N 47 %
All 45%

NONE OF THE ABOVE

Traditional | 0%
Progressive | 0%
All 10%

See definitions of Traditional and Progressive in Methodology and Purpose.
Source: CCG Catalyst's 2021 US Banking Study

Overall, while traditional institutions appear focused on their baseline
digital shifts, progressives are already moving to the next phase where
more advanced capabilities come into play. Rather than take the
contrast as a worrisome sign, those earlier in their journeys should be
thinking about how to capitalize on this peek into the future. These
more progressive institutions are creating a blueprint for everyone else.
Where they are today is where we should all be looking to understand
which features and offerings are gearing up to be table stakes down

the line.



As for planning for the future, improving the customer journey was
the most-cited priority by all of the executives we surveyed. However,
different institutions vary when it comes to what they prioritize
alongside that. For example, progressive players show more interest
than their traditional peers in new frontiers like integrating with fintechs,

banking-as-a-service (BaaS), and making better use of data.

Top Retail Priorities for C-Level US Bank Execs

What are your top priorities for your retail business in the next five years? (Select your

top three.)

IMPROVING THE CUSTOMER JOURNEY
Traditional I 66 %
Progressive I 47 %
All 62%

STAYING ON TOP OF REGULATORY CHANGES
Traditional N 4 6%
Progressive I 40%
All 45%

INCREASING DEPOSITS
Traditional N 38 %
Progressive N 33%
All 37%

LEVERAGING DATA ANALYTICS TO IMPROVE CROSS-SELLING OPPORTUNITIES

Traditional INEG— 8%
Progressive N 33 %
All 29%

INTEGRATING WITH FINTECHS TO PROVIDE NEW SERVICES
Traditional N 2 8%
Progressive N 33%
All 29%

ABILITY TO DELIVER PRODUCTS THROUGH THIRD PARTIES (BANKING-AS-A-SERVICE OR BAAS)

Traditional N 2 6%
Progressive NN 33%
All 28%

EXPAND INTO NEW GEOGRAPHIES
Traditional INEEG_—G— 20%
Progressive N 20%
All 20%

DIVERSIFYING CLIENT BASE
Traditional INEG_— 20°%
Progressive NN 13%
All 18%

OFFERING VALUE-ADDED SERVICES (E.G. SUBSCRIPTION MANAGEMENT)
Traditional NG 2?2 %
Progressive I 7%
All 18%

NONE OF THE ABOVE
Traditional M2%
Progressive I 13%
All 5%

See definitions of Traditional and Progressive in Methodology and Purpose.
Source: CCG Catalyst's 2021 US Banking Study
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For those looking to catch up, these areas offer lessons for how to
get there. For instance, many of the features on which progressive
institutions are ahead, including spend analytics and account
aggregation, can be supplied by a fintech vendor. Being able to integrate
with fintechs and other solution providers easily can help those looking
to add some of these more advanced capabilities quickly, narrowing
the gap on the competitive field.

COMMERCIAL BANKING

Commercial banking still lags behind retail on the digital front.
Even among progressive institutions, there's still a handful primarily
interacting with customers in branch. However, progress is being made
— a third of institutions across groups said their customers employ
a mix of digital and in-person interaction, and progressives seem to
be shifting closer to mobile. Business relationships are much more
complex than on the retail side, and they can vary widely depending on
the size of the client, making serving this group digitally exceedingly
difficult.

US Business Bank Customers’ Primary Interaction Channels
How do your business customers primarily interact with your institution today?

[l voBILE APP

pesktor [ IN-PERSON (BRANCH) PHONE M vibEo cALL (E.G. ZOOM, MICROSOFT TEAMS)

Il COMBINATION OF DIGITAL AND IN-PERSON INTERACTION

See definitions of Traditional and Progressive in Methodology and Purpose.

Source: CCG Catalyst's 2021

US Banking Study

Likely in response to the pandemic, commercial banks have made real
strides in implementing digital onboarding capabilities. However, still
fewer than half of all institutions are able to open accounts fully online.
Progressives are closer to achieving this end, with nearly all offering at
least partial online account opening (OAO), while 16% of traditionalists
still don't. The lag here compared with the retail side likely has to do
with the complexity of these relationships and often more stringent
due diligence processes that many banks have struggled to transition



to the digital channel. Digital onboarding capabilities are expected
to continue to grow in importance for business customers, though,
especially as fintechs and other solution providers make this feature
more common. Stripe Treasury, for example, will allow its clients to
create accounts at its bank partners within minutes. 4 Banks across
groups will need to make building on their recent efforts a priority and
continue moving toward a fully digital experience.

Ability for US Business Bank Customers to Open Accounts Digitally

Are your business customers able to open deposit accounts online?

Traditional 48% 7% 9%

Progressive 48% M

All 48% 6% 6%

[l YES, ENTIRELY ONLINE YES, BUT AN IN-PERSON VISIT MAY BE REQUIRED [ NOT YET, BUT IT'S ON OUR ROADMAP
[ No, THEY CANNOT

See definitions of Traditional and Progressive in Methodology and Purpose.
Source: CCG Catalyst's 2021 US Banking Study

Meanwhile, among those who offer some form of OAO, progressives
are generally faster, with a third able to do it in less than 10 minutes,
compared with 19% for traditionalists. Speed is unlikely to be a major
battleground here just yet, especially as even progressive institutions
are still largely working to remove analog elements from their
processes. But, it is an area to consider for the future, as business
customers’ expectations are likely to rise to meet those on the retail
side in time.

4. Stripe Press Release, December 2020
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Time to Open a Business Account Online at US Banks

How long does it take to open and fund a business deposit account with your institution
online? Among those who offered the service.

Progressive 33% 17% 7%
All 24% 19% I

B <10 MINUTES 10-30 MINUTES [l 30 MINUTES-1 HOUR 1-24 HOURS B 1-5DAVS > 5 DAYS

See definitions of Traditional and Progressive in Methodology and Purpose.
Source: CCG Catalyst's 2021 US Banking Study

Again, beyond onboarding, we observe progressive institutions
embracing more advanced features. For instance, 39% of progressives
now offer digital loan origination to their business customers,
compared with 30% of traditionalists. Progressive institutions are also
further ahead in areas that relate to budgeting like cash forecasting, as
well as on same-day ACH. Traditionalists, meanwhile, are more likely to
offer typical business banking features, such as invoice financing and

traditional ACH.




Business Banking Features Offered by US Banks

Which of the following features do your business customers have access t0?
(Select all that apply.)

DIGITAL ACCOUNT OPENING
Traditional I 3 4%
Progressive I  97%
Al 88%

CASH MANAGEMENT
Traditional I 7 4%
Progressive I 77%
All 75%

BILL PAY
Traditional I 72°%
Progressive  I— 71%
All 72%

WIRE TRANSFERS DOMESTIC
Traditional I 557
Progressive I 55%
All 55%

ACCOUNTING SERVICES
Traditional I 5 1%
Progressive I 55%
All 52%

WIRE TRANSFERS INTERNATIONAL
Traditional I 51 %
Progressive N 42%
All 48%

PAYROLL SERVICES
Traditional I /%
Progressive I 42%
All 42%

INTEGRATED PAYABLES/RECEIVABLES
Traditional I /3%
Progressive N 39%
All 42%

ACH
Traditional N /3%
Progressive NN 32%
All 40%

INTERACTIVE DATA VISUALIZATION/DASHBOARDING
Traditional NG 35%
Progressive I 39%
All 38%

INVOICE FINANCING
Traditional N 39°%
Progressive NN 32%
All 37%

POSITIVE PAY
Traditional I 33%
Progressive NI 29%
All 35%

CASH FORECASTING
Traditional NN 32°%
Progressive N 39%
All 34%

EMAIL MARKETING
Traditional NG 35°%
Progressive NN 29%
All 33%

DIGITAL LOAN ORIGINATION
Traditional INEEEG_— 30%
Progressive I 39%
All 33%

SAME-DAY ACH
Traditional  INEG— 8%
Progressive NI 39%
All 31%

NONE OF THE ABOVE

Traditional 1 1%
Progressive | 0%
Al 11%

See definitions of Traditional and Progressive in Methodology and Purpose.
Source: CCG Catalyst's 2021 US Banking Study
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In particular, the greater focus among progressive institutions on
areas like digital loan origination should set off alarm bells with
traditionalists, as that’s likely to become the next major battleground
after digital onboarding — a whopping 70% of respondents surveyed
last year by Bank Director reported implementing or upgrading
technology to support the Paycheck Protection Program (PPP), ° which
set aside $659 billion in government funding to provide relief to small
businesses in the form of forgivable loans. ¢ These efforts enabled
many institutions to offer business loans digitally for the first time ?
and will likely spur increased adoption of this service, driving customer
expectations as the option becomes more prevalent.

Over time, things like OAO and digital loan origination will no doubt
become baseline for commercial bankers. So, it's important to think
through how to continue to improve the customer journey. That's
especially true for those serving the small- to medium-sized business
(SMB) market, where offerings for a long time have failed to satisfy.
Half of small businesses surveyed by Aite Group for Alkami in 2019
said they would either probably switch, or at least consider switching
financial providers, in the next two years as institutions failed to meet
their needs, ® for example. For those still taking a more traditional
approach, looking at where progressives are headed on services like
cash forecasting could be helpful in charting a path forward. These
are the kinds of value-added services that businesses are looking for
— according to data from 11:FS, the most important jobs for SMBs
managing their business are tracking and managing cash flow and
making intelligent decisions based on data. ° These focus areas offer a
window into the future for commercial bankers working to plan ahead.

SEGMENTATION, TARGETING,
AND PRODUCT DEVELOPMENT

Going after the right customers in the right way is key, especially in
a highly competitive environment. Doing this well requires thoughtful
segmentation and targeting in a digital world, as geographic bounds
are no longer a constraint and key communities and customer groups
may be dispersed. Unfortunately, strategizing this way appears to be
more of a cutting-edge practice. Among our progressive respondents,

5. Bank Director 2020 Technology Survey
6. Robert Exley Jr., Here’s who is paying for the $659 billion in PPP loans, CNBC, September
2020
7. Numerated Press Release, January 2021
8. Aite Group, Understanding the True Needs of the Critical Small-Business Segment
CCG [PAGE 14 9. 11:FS, Designing digital financial services that work for US SMBs



a whopping 87% have a well-defined strategy and customer base for
their retail operations and 81% said the same for their commercial
business. However, traditional players lag far behind at 58% on both
fronts, while a handful report having no strategy at all.

US Banks’ Approaches to Defining Their Retail Base

Which of the following best describes your approach to defining your retail customer base?

Traditional 58% 18% 18% 4%
Progressive 87% 7% 7%
All 65% 15% 15% 3%
B We have a well-defined strategy and customer base B Thereis little strategic effort put toward segmentation
0 We conduct informal product/market it analysis across segments There is no strategy in place for defining our customer base

| Target customers are defined by our geographic location

See definitions of Traditional and Progressive in Methodology and Purpose.
Source: CCG Catalyst's 2021 US Banking Study

US Banks’ Approaches to Defining Their Commercial Base
Which of the following best describes your approach to defining your commercial customer

base?
Traditional 58% 23% 12% 4%
Progressive 81% 6% 10% 3%
All 65% 18% 11% 4%
. We have a well-defined strategy and customer base . There is little strategic effort put toward segmentation
. We conduct informal product/market fit analysis across segments There is no strategy in place for defining our customer base

[ | Target customers are defined by our geographic location

See definitions of Traditional and Progressive in Methodology and Purpose.
Source: CCG Catalyst's 2021 US Banking Study

Additionally, there are differences in the way institutions define their
target customers. Ontheretail side, forexample, progressive institutions
were more likely to use less common factors, such as property
ownership or occupation, when deciding who to target. Failing to pull in
such factors could mean traditionalists are missing an opportunity to
better define who their customers are today, and potentially reach more
segments that would be attractive to the bank in the future.

CCG |PAGE15



Taking a proactive approach to defining and targeting customers is
extremely important given that, today, heavy competition is coming
from fintechs and other providers that are leveraging technology to
target niche communities and pull core deposits away from other
institutions. Daylight, for example, focuses on serving the LGBTQ+
community, while First Boulevard is built for Black Americans.
These value propositions cut across location-based communities
and represent the kind of very specific targeting we expect will be
commonplace in the future.

Now, when it comes to developing products that suit these customers,
the picture overallis a bit different. Less than half of both groups employ
an agile product development strategy across retail and commercial,
though progressives do slightly better. This is a bit concerning given
changing customer expectations around highly tailored products and
services.

Retail Product Development Approaches at US Banks
Which of the following best describes your product development for retail?

Traditional 28% 46% 14% 10%
Progressive 40% 33% 20% 7%
All 31% 43% 15% 9%
B weuse agile or a similar approach to rapidly iterate B our product releases are defined by our core provider
= our roadmap is based on market research and industry data We rarely deploy new products or services

"] We focus on keeping up with competitors

See definitions of Traditional and Progressive in Methodology and Purpose.
Source: CCG Catalyst's 2021 US Banking Study

Commercial Product Development Approaches at US Banks
Which of the following best describes your product development for commercial?

Traditional 36% 39% 13% 9%
Progressive 42% 23% 23% 13%
All 38% 34% 16% 10%
. We use agile or a similar approach to rapidly iterate . Our product releases are defined by our core provider
= our roadmap is based on market research and industry data We rarely deploy new products or services

. We focus on keeping up with competitors

See definitions of Traditional and Progressive in Methodology and Purpose.
Source: CCG Catalyst's 2021 US Banking Study

CCG |PAGE 16



For context, agile refers to a product development methodology that
encourages frequent iteration, usually in the form of “sprints,” to
incorporate customer feedback quickly and drive new products and
updates to market faster. It's used heavily among technology-first
companies to keep up with customer needs and encourage continual
improvement. Additionally, agile methodologies can create cost
efficiencies — data compiled by TCS shows that such approaches
can lower product development costs by as much as 40%, while
dramatically reducing time to introduce new features. °

Overall, progressive institutions are doing a good job when it comes
to clearly defining who their customers are; much better than their
traditional peers. But it seems that many banks across groups have
yet to nail how to serve them. Segmentation is just one piece of the
puzzle; without the ability to reach those customers in the right way,
with the right services, it's not going to derive true value. This is one
area where everyone needs to catch up, as fintech providers are known
for doing this extremely well. And that's a threat to everybody. Once
you've defined your customer base, survey them, get to know them.
Then, tie your product roadmap tightly to their specific needs and be
ready to adjust as those needs change.

TECHNOLOGY & INNOVATION

If there's anywhere banking institutions need to understand the gaps
between themselves and their peers, it's on technology and innovation.
It's this category that underpins much of the disruption we are seeing
in the market and the rapid advancement toward fully digital services
and capabilities overall. Interestingly, despite clear differences in their
priorities for the future, very few respondents to our survey were willing
to report feeling unprepared from a technological standpoint for the
next five years — just 13% overall reporting being a bit behind, with the
breakdown for traditional versus progressive institutions at 14% and
9%, respectively. This suggests that some executives may feel more
prepared than they are.

To understand how well these institutions are doing specifically and
where they are putting their efforts, we asked respondents to rank a
number of areas based on their bank’s preparedness to tackle each
in the next five years as well as the expected importance of each to
their business. We then plotted these areas for each group using their
average rank in the results.

10. TCS Perspectives, Vol. 11

CCG
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The rankings on preparedness across groups is relatively similar,
with a few notable exceptions. Traditionalists feel more confident
in their ability to deliver on the desktop/online experience, while
progressives are more confident on mobile. This reinforces the view
that these two groups are split on their emphasis of specific digital
channels. Progressive institutions also feel a bit more prepared on
artificial intelligence (Al) and data analytics, while traditionalists have
greater confidence in their ability to implement biometrics and API/
microservices infrastructure.

Perceived Preparedness on Key Areas vs. Perceived Importance by US Bank

Execs

Average rank shown, 1 is highest

IMPORTANCE

. DIGITAL ACCOUNT OPENING
. DIGITAL ACCOUNT OPENING

. BIOMETRICS

. ARTIFICIAL INTELLIGENCE
. MOBILE APP EXPERIENCE

MOBILE APP,
.zxpzmeuc' BIOMETRICS

[ oxscropronLine ExpeRience
. API/MICROSERVICES
INFRASTRUCTURE [ rririciaL NTELLIGENCE
[l ~eumicroseRvices NFRASTRUCTURE
. DATA ANALYTICS

.DESKTOP/ONLIME EXPERIENCE

. BLOCKCHAIN/DISTRIBUTED LEDGER TECHNOLOGY

.CLOUDHIZATIDN

DATA ANALYTICS
. BL LEDGER

. CLOUD UTILIZATION

. PEER-TO-PEER (P2P) PAYMENTS

MOTE WORKFORCE ENABLEMENT
PEER-TO-PEER (P2P) PAYMENTS

.WﬁlOWIPRODESS AUTOMATION

REMOTE WORKFORCE ENABLEMENT
ROBOTIC
PROCESS AUTOMATION (RPA)

. WORKFLOW/PROCESS AUTOMATION

. ROBOTIC
PROCESS
AUTOMATION
(RPA)

B TrapimioNAL [l PROGRESSIVE PREPAREDNESS

See definitions of Traditional and Progressive in Methodology and Purpose.
Source: CCG Catalyst's 2021 US Banking Study



There are greater differences when we look at how each of these groups
ranks these areas on their importance. For example, traditionalists put
desktop/online experience in their top five areas of importance for the
next five years, while progressives do not. Progressives also place more
importance on API/microservices infrastructure, despite reporting
feeling less prepared in this area. This is could be because progressive
institutions view APls/microservices as a much larger undertaking
than their traditional peers. APl enablement can mean many things —
banks have been using APIs internally for decades, for example. But
the ability to leverage APIs to integrate with third parties and deliver
best of breed services to customers is a very different beast.

Perhaps more than anything else, the ability to compete in the future
will rely on flexible infrastructure that can integrate with third parties.
As noted in our recent report, Open Banking | Is the U.S. Ready?, 92%
of global banks surveyed by Finastra in 2020 were looking to leverage
APIs to enable open banking capabilities in the next 12 months, up
from just 69% in 2019. " Our data suggests progressive institutions
are ahead here. For instance, progressive banks are much more
likely to manage their own API layer in-house rather than relying on
a vendor to provide them with the APIs they need to integrate with
fintechs and other third parties. This is a critical difference because
true differentiation comes from freedom of choice. Such a strategy
is much more costly and takes more time, which could be why these
institutions feel they still have a way to go.

Open Banking Readiness at US Banks

How would you describe your open banking readiness?

Traditional 37% 44% 9% | '5% 4%
Progressive 70% 12% 18%
All 47% 34% 12% 4% 3%

. We manage our own application programming interface (API) layer built in-house . Our core provider provides us with an API portal
B we manage our own API layer supplied by a vendor Il We have no/limited APIs available

B we leverage a fully APl-enabled core

See definitions of Traditional and Progressive in Methodology and Purpose.
Source: CCG Catalyst's 2021 US Banking Study

11. Finastra Open Banking and collaboration: State of the nation survey 2020 CCG IPAGE 19
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When asked about their API capabilities today, 76% of progressive
respondents reported achieving full access to and control over data
inside of their organization, compared with just 49% of traditional
institutions. This is a major step toward a future where bank data
will power many different applications and services from a variety of
third-party providers. Progressives are right, though, to believe there
is still a lot of work to be done before this becomes a reality — less
than half of all institutions in our survey have achieved more advanced
API capabilities like integrating with third parties to leverage their
technology or expose their services to customers. For those that have
not even considered these capabilities as part of their strategy, it may
be time to revisit what APl-enabled infrastructure means for your bank.

API Capabilities Achieved at US Banks

Which of the following capabilities has your institution achieved through APIs?
(Select all that apply.)

FULL ACCESS TO AND CONTROL OVER DATA INSIDE OF THE ORGANIZATION
Traditional I 49 %
Progressive I 7 6%
All 57%

ABILITY TO INTEGRATE WITH THIRD PARTIES TO LEVERAGE THEIR SERVICES IN-HOUSE
Traditional NG /1%
Progressive I 42%
All 1%

ABILITY TO PROVIDE DATA ACCESS TO THIRD PARTIES VIA API
Traditional NG 37%
Progressive N 33%
All 36%

ABILITY TO DEPLOY BANK PRODUCTS VIA THIRD-PARTY DISTRIBUTION CHANNELS
Traditional NN 2?2 %
Progressive NN 27 %
All 24%

Traditional
Progressive NN 18%
All 18%

ABILITY TO INTEGRATE WITH THIRD PARTIES AND EXPOSE THEIR SERVICES TO CUSTOMERS
I 18%

NONE OF THE ABOVE
Traditional NN 8%
Progressive | 0%
All 6%

See definitions of Traditional and Progressive in Methodology and Purpose.
Source: CCG Catalyst's 2021 US Banking Study



It appears that, even though most respondents feel prepared for the
future, some are indeed behind their peers. What's more, those in the
progressive category seem to have a greater understanding of where
they still have work to do, especially when it comes to key areas like
driving toward flexible, APl-based operations. If nowhere else, those
with a more traditional view should take note here. It's one thing to be
a bit behind the curve because of budget or resources, or even security
concerns, but it's quite another to be focusing on and defining key
areas differently from your competition.

FINAL THOUGHTS

Understanding where your peers are not only on their abilities but on
their thinking can go a long way in helping to chart a path for the future.
For those who may be a bit behind, the lessons here should lend a
hand as you look to move forward.

However, that doesn't mean every traditionally minded institution
needs to get on the progressive bandwagon. The data in this report is
meant to show how different institutions are thinking about the future
and identify areas more forward-thinking participants are focused on.
Those areas may or may not be applicable to your bank. The objective
is to look at the data and take from it lessons that can inform your
perspective and strategy into the future.

CCG
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SURVEY RESPONDENT DEMOGRAPHICS

Respondent Institutions by Asset Size

Traditional 26% 20% 18% 16%

Progressive 15% 30% 27% 21%

All 23% 23% 21% 17%

M - s500 miLLion [ $500 miLLioN - $1BiLLioN [l $7 BILLION - $10 BILLION $10BILLION - $100 BILLION [Hll > $100 BILLION

Respondents by Role Respondents by Group

26%
30%

29%

Chief Executive

Other C-Level Officer Progressive

70%

Traditional

Chief Technology -
Officer

Chief Administrative
Officer



ABOUT US

RESULTS-ORIENTED AND CLIENT-FOCUSED

CCG Catalyst Consulting (www.ccgcatalyst.com) is a global management consulting firm specialized across
financial services focused on banking and fintech. The financial services industry is in a disruptive stage. The velocity
of change is accelerating. Banks & Credit Unions are consolidating with Fintech maturing. Ongoing challenges related
to Open Banking, Challenger Banks, Al, Synthetic Data, Digital Experience and so much noise. There are so many
strategic options that decision-makers become overwhelmed.

As a firm, we collaborate with our clients to bring market knowledge, opportunity, research, and vision. We form a
relationship to guide our clients through the velocity of change that ignite the future of our industry. As a leader, we
bring expertise and vision to drive strategic value to our clients and the financial services industry. As consultants we
utilize a strategy driven approach with our award winning 4D™ methodology connect to strategy, innovation and provide
a broad range of services in digital transformation, technology, strategy, and operations. The firm’s industry experts
leverage decades of experience to improve business planning, strategies related to digital experience, technology,
payments, lending, retail, operations, and organization. The firm has a unique approach for contract negotiation,
evaluation, implementation, and merger acquisitions.

Our clients expect us to be the trusted subject matter expert and lead them through the current and future state of
business confusion.

CONTACT DETAILS

Kate Drew
Director of Research
katedrew@ccgcatalyst.com

Paul Schaus

Founder & President

Chief Executive Officer
paulschaus@ccgcatalyst.com

PAUL SCHAUS is the President and Chief Executive Officer. KATE DREW is the Director of Research at CCG Catalyst. She
Throughout his successful career Paul has been a banker, spearheads client-facing research projects on fintech topics
management consultant, strategist, thought leader and strong including open banking, digital channels, payments, lending,
advocate to the financial services industry. Paul has advised blockchain, artificial intelligence, digital wealth management, and
clients and led major engagements globally, from community others. Her team leverages quantitative data as well as conducts

banks to global institutions on strategy, business planning, field study based on desk research, conference and event findings,
tactical performance, profitability improvement, governance and interviews with prominent industry leaders at fintechs, banks,
and management development. He has advised banks, fintech, and other financial and nonfinancial institutions. Kate's approach
credit unions, and financial technology vendors on business and centers on bringing voices into data and providing perspectives
technology strategies. informed by real experience inside of financial services companies.
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